PHILADELPHIA

OFFICE OF THE CONTROLLER ALAN BUTKOVITZ
1230 Municipal Services Building City Controller

1401 John F. Kennedy Boulevard

Philadelphia, PA 19102-1679 GERALD V. MICCIULLA
(215) 686-6680 FAX (215) 686-3832 Deputy City Controller

February 19, 2016

Members of the School Reform Commission
440 N. Broad Street
Philadelphia, PA 19130

In accordance with the Philadelphia Home Rule Charter, the Office of the City Controller
conducted an audit of the basic financial statements of the School District of Philadelphia as of and for the
fiscal year ended June 30, 2015.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. Our audit included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. It
also included assessing the accounting principles used and the significant estimates made by the School
District, as well as evaluating the overall financial statement presentation.

Attached is our Independent Auditor’s Report, signed by my deputy who is a Certified Public
Accountant. The report concludes that the School District’s 2015 basic financial statements are presented
fairly, in all material respects, in conformity with accounting principles generally accepted in the United
States of America.

We would like to express our thanks to management and staff of the School District of Philadelphia
for their courtesy and cooperation in the conduct of the audit.

SET—

Respectfqlly submitted“;“%””’ﬁiéﬂ }*f;
ALAN BUTKOVITZ )
City Controller P

cc:  William R. Hite, Jr., Ed.D., Superintendent of Schools
Marcy F. Blender, CPA, Deputy Chief Financial Officer,
Accounting Services and Audit Coordination
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INDEPENDENT AUDITOR’S REPORT

To the Chair and Members of
The School Reform Commission of the
School District of Philadelphia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the School District of Philadelphia, Pennsylvania
(School District), a component unit of the City of Philadelphia, Pennsylvania, as of and for the year ended June 30,
2015, and the related notes to the financial statements, which collectively comprise the School District’s basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Qur responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards tequire that
we plan and petform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error, In making those risk assessments,
the auditor considers internal control relevant to the preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the School District, as of June 30, 2015, and the respective changes in financial
position, and, where applicable, cash flows thereof for the vear then ended in accordance with accounting principles
generally accepted in the United States of America,

Emphasis of Matfer - Change in Accounting Principle

As discussed in Notes 1D, (12) and 4K to the financial statements, in 2015 the School District adopted new
accounting guidance, Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions — an amendment of GASB Statement No. 27 and the related GASB Statement No.
71, Pension Transition for Contributions Made Subsequent to the Measurement Date — an amendment of GASB No.
68, which represents a change in accounting principle. As of July 1, 2014, the School District’s net position was
restated to reflect the impact of adoption. A summary of the restatement is presented in Note 4N. Our opinion is not
modified with respect to this matter.

Other Matlers
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 16 through 32, and the required supplementary information other than management’s
discussion and analysis as listed in the table of contents be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the GASB who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economie, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements, We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance,

Other Supplementary Information

Our audit for the year ended June 30, 2015 was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the School District’s basic financial statements. The accompanying Other
Supplementary Information for the year ended June 30, 2015, as listed in the table of contents, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The Other Supplementary information has been subjected to
the auditing procedures applied in the audit of the basic financial statements for the year ended June 30, 2015, and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the Other Supplementary Information as listed in the table of contents is fairly
stated, in all material respects, in relation to the basic financial statements as a whole for the year ended
June 30, 2015.

We alse previously audited, in accordance with auditing standards generally accepted in the United States of
America, the basic financial statements of the School District as of and for the year ended June 30, 2014 (not
presented herein), and have issued our report thereon dated February 13, 2015, which centained unmodified
opinions on the respective financial statements of the governmental aclivities, the business-type activities, each
major fund, and the aggregate remaining fund information. The 2014 amounts included in the Comparative
Schedule by Source of Capital Assets Used in the Operation of Governmental Funds for the year ended June 30,
2014 are presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the underlying
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accounting and other records used to prepare the 2014 financial statements. The 2014 amounts included in the
Comparative Schedule by Source of Capital Assets Used in the Operation of Governmental Funds have been
subjected to the auditing procedures applied in the audit of the 2014 basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare those financial statements or to those financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the 2014 amounts included in the Comparative Schedule by Source of Capital Assets Used in the Operation
of Governmental Funds are fairly stated in all material respects in relation to the basic financial statements as a
whole for the year ended June 30, 2014.

Other Information

The other information, which includes the Introductory Section and Statistical Section as listed in the table of
confents, is presented for the purpose of additional analysis and is not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic
financial statements, and accordingly, we do not express an opinion or provide any assurance on them,

j&uﬁ( V/%«m/g

GERALD V. MICCIULLA, CPA
Deputy City Controller
Phiiadelphia, Pennsylvania
February 17,2016
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