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NEW ISSUE—BOOK-ENTRY ONLY RATINGS: Moody’s: Aa3 (Underlying)
Moody’s: Al (Enhanced)
(See “RATINGS” herein)

In the opinion of Bond Counsel, under existing statutes, regulations, and judicial decisions, interest on the Bonds is excluded from gross
income for purposes of federal income taxation and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
on individuals and corporations, although in the case of corporations (as defined for federal income tax purposes) such interest is taken into account
in determining adjusted current earnings for purposes of such alternative minimum tax. This opinion of Bond Counsel is subject to continuing com-
pliance by the Authority with its covenants in the Resolution and other documents to comply with requirements of the Internal Revenue Code of
1986, as amended, and applicable regulations thereunder (herein defined).

Bond Counsel is also of the opinion that under the laws of the Commonwealth of Pennsylvania (the “Commonwealth”) as presently enacted
and construed, the Bonds are exempt from personal property taxes in the Commonwealth and the interest on the Bonds is exempt from the Com-
monwealth’s Personal Income Tax and the Commonwealth’s Corporate Net Income Tax.

For further information concerning federal and state tax matters relating to the Bonds, see “Tax Exemption and Other Tax Matters” herein.

$19,405,000
State Public School Building Authority
Commonwealth of Pennsylvania
(Dauphin County Technical School Refunding Project)
Dauphin County, Pennsylvania
Guaranteed School Lease Revenue Bonds, Series of 2015

Dated: February 18, 2015 Principal Due: September 15, as shown on inside cover
Interest Due: March 15 and September 15 First Interest Payment: March 15, 2015

The State Public School Building Authority (Dauphin County Technical School Refunding Project), Guaranteed School Lease Revenues
Bonds, Series of 2015 (the “Bonds”) in the aggregate principal amount of $19,405,000 will be issued in registered form in denominations of $5,000
or any integral multiple thereof. The Bonds will be registered in the name of Cede & Co., as the registered owner and nominee of The Depository
Trust Company (“DTC”), New York, New York. Beneficial ownership of the Bonds may be acquired in denominations of $5,000 or any integral
multiple thereof only under the book-entry only system maintained by DTC through its brokers and dealers who are, or act through, DTC Partic-
ipants. The purchasers of the Bonds will not receive physical delivery of the Bonds. For so long as any purchaser is the beneficial owner of a
Bond, that purchaser must maintain an account with a broker or a dealer who is, or acts through, a DTC Participant to receive payment of principal
of and interest on the Bonds. See “BOOK-ENTRY ONLY SYSTEM?” herein. If, under the circumstances described herein, Bonds are ever issued
in certificated form, the Bonds will be subject to registration of transfer, exchange and payment as described herein.

The Bonds will be special limited obligations of the State Public School Building Authority (the “SPSBA or the “Authority”) equally and
ratably secured under the provisions of a Trust Indenture, dated as of February 18, 2015, (the “Indenture”) between the Authority and the Trustee,
Manufacturers and Traders Trust Company, Harrisburg, Pennsylvania, as trustee. The Indenture provides that the Bonds shall be secured equally
and ratably by a pledge and assignment by the Authority to the Trustee of the guaranteed lease rentals payable by the Dauphin County Technical
School (the “Technical School”) and its Participating School Districts (hereafter defined). Payment of such rentals is guaranteed by the Central
Dauphin School District, Derry Township School District, Halifax Area School District, Lower Dauphin School District, Middletown Area School
District and the Susquehanna Township School District, all located in Dauphin County, Pennsylvania (collectively, the “Participating School Dis-
tricts”), under the terms of a Sublease Agreement dated as of February 18, 2015 (the “Sublease”), between the Authority, as lessor, and the Par-
ticipating School Districts, as lessees. For payment in respect of its guaranty of its proportionate share of the debt service on the Bonds, each of
the Participating School Districts has pledged its full faith, credit and taxing power. The taxing power of each of the Participating School Districts
presently includes the power to levy an annual ad valorem tax on all taxable real property and available taxing power located within such School
District as to rate or amount for the purpose of making payments in respect of such Participating School Districts guaranty of its proportionate
share of the debt service on the Bonds. (See “THE BONDS - Security” and “TAXING POWERS OF THE SCHOOL DISTRICT”, included
in the Appendices included herein).

THE BONDS ARE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY, PAYABLE SOLELY FROM THE RENTALS TO BE RE-
CEIVED FROM EACH OF THE PARTICIPATING SCHOOL DISTRICTS UNDER THE SUBLEASE AND CERTAIN FUNDS THAT MAY BE
HELD BY THE TRUSTEE UNDER THE INDENTURE, AS PROVIDED IN THE INDENTURE. NEITHER THE CREDIT OF THE AUTHORITY
OR THE CREDIT OR THE TAXING POWER OF THE COMMONWEALTH OF PENNSYLVANIA OR OF ANY POLITICAL SUBDIVISION
THEREOF (OTHER THAN THE PARTICIPATING SCHOOL DISTRICTS) IS PLEDGED TO PAY THE PRINCIPAL OF OR INTEREST ON THE
BONDS AND THE BONDS SHALL NOT BE DEEMED GENERAL OBLIGATIONS OF THE AUTHORITY OR OBLIGATIONS OF THE COM-
MONWEALTH OF PENNSYLVANIA OR OF ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE PARTICIPATING SCHOOL
DISTRICTS), NOR SHALL THE COMMONWEALTH OR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE PARTICIPATING
SCHOOL DISTRICTS) BE LIABLE FOR THE PAYMENT OR THE PRINCIPAL OF OR INTEREST ON THE BONDS. THE AUTHORITY HAS
NO TAXING POWER.

The Bonds are subject to redemption prior to maturity as described herein.

Proceeds of the Bonds will be used to currently refund the School Lease Revenue Bonds (Dauphin County Technical Project), Series of
2007 and to pay the costs of issuing the Bonds.

The Bonds are an authorized investment for fiduciaries in the Commonwealth pursuant to the Pennsylvania Probate, Estate and Fiduciaries
Code, Act of June 30, 1972, No. 164, P.L. 508, as amended and supplemented.

MATURITIES, AMOUNTS, RATES AND PRICES/YIELDS

(as shown on inside cover)

The Bonds are offered when, as and if issued, subject to withdrawal or modification of the offer without notice, and subject to the approving
legal opinion of Rhoads & Sinon LLP, Harrisburg, Pennsylvania, Bond Counsel, to be furnished upon delivery of the Bonds. Certain other legal
matters will be passed upon for the Authority by its Counsel, Buchanan Ingersoll & Rooney PC, Pittsburgh, Pennsylvania. Certain other legal
matters will be passed upon by P. Daniel Altland, Attorney-At-Law, of Mechanicsburg, Pennsylvania, Solicitor to the Technical School. Public
Financial Management, Inc., Harrisburg, Pennsylvania, serves as Financial Advisor to the Technical School in connection with the Bonds. It is
expected that the Bonds will be available for delivery, in book-entry form through the Depository Trust Company in New York, New York, on or
about February 18, 2015.

BOENNING & SCATTERGOOD, INC.
Official Statement Dated: January 14, 2015



$19,405,000
State Public School Building Authority
Commonwealth of Pennsylvania
(Dauphin County Technical School Refunding Project)

Dauphin County, Pennsylvania
Guaranteed School Lease Revenue Bonds, Series of 2015

Dated: February 18, 2015 Principal Due: September 15, as shown below
Interest Due: March 15 and September 15 First Interest Payment: March 15, 2015
Principal Interest Initial Offering

Sept. 15 Amounts Rates Yields Prices
2016 $205,000 0.650% 0.650% 100.000%
2017 1,055,000 3.000 0.950 105.202
2018 1,095,000 4.000 1.300 109.400
2019 735,000 3.000 1.550 106.379
2019 400,000 2.000 1.550 101.979
2020 1,170,000 4.000 1.750 111.900
2021 1,220,000 5.000 2.000 118.395
2022 1,285,000 5.000 2.150 119.822
2023 1,350,000 5.000 2.300 120.901
2024 1,425,000 5.000 2.400* 121.087
2025 1,475,000 2.350 2.550 98.155
2026 1,515,000 2.550 2.750 98.027
2027 1,550,000 2.700 2.900 97.903
2028 1,595,000 2.800 3.000 97.781
2029 1,640,000 2.875 3.050 97.951
2030 1,690,000 3.000 3.090 98.892

*Yield to Optional Redemption Date of March 15, 2024
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This Official Statement does not constitute an offer to sell, or a solicitation of an offer to buy, any of the Bonds in any jurisdiction to any
person to whom it is unlawful to make such an offer or solicitation in such jurisdiction. No dealer, broker, salesman or other person has been
authorized by the Authority, the Technical School, the Participating School Districts or the Underwriter to give information or to make any
representations, other than those contained in this Official Statement, and if given or made, such other information or representations must not be
relied upon. The information set forth herein has been obtained from the Authority, the Technical School, the Participating School Districts and from
other sources which are believed to be reliable but the Authority does not guarantee the accuracy or completeness of information from sources other
than the Authority.

This Official Statement is not to be construed as a contract or agreement among the Authority, the Underwriter and the purchasers or
owners of any offered Bonds. The information and expressions of opinion herein are subject to change without notice and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change in any of the
information set forth herein since the date hereof.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY OVERALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF SUCH BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME. THE UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS AT PRICES LOWER THAN THE PUBLIC
OFFERING PRICES STATED ON THE INSIDE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED
FROM TIME TO TIME BY THE UNDERWRITER.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has reviewed the
information in this Official Statement in accordance with, and as part of, its responsibilities to investors under the federal securities laws as applied to
the facts and circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

In making an investment decision, investors must rely on their own examination of the Authority, the Technical School, and the
Participating School Districts and the terms of the offering, including the merits and risks involved.

The order and placement of the materials in this Official Statement including the appendices are not to be deemed to be a determination of
relevance, materiality or importance, and this Official Statement, including the appendices, must be considered in its entirety. The offering of the
Bonds is made only by means of this entire Official Statement.

This Official Statement contains statements which, to the extent they are not recitations of historical fact, constitute forward-looking
statements, as such term is defined in Section 21E of the Securities Exchange Act of 1934, as amended. When used in this Official Statement, the
words, “estimate,” “intend,” “project” or “projection,” “expect” and similar expressions are intended to identify forward-looking statements.
Forward-looking statements are subject to risks and uncertainties, some of which are discussed herein, that could cause actual results to differ
materially from those contemplated in such forward-looking statements. Investors and prospective investors are cautioned not to place undue
reliance on forward-looking statements, which speak only as of the date of this Official Statement.
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OFFICIAL STATEMENT

$19,405,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY

(Commonwealth of Pennsylvania)
(Dauphin County Technical School Refunding Project)
Dauphin County, Pennsylvania
Guaranteed School Lease Revenue Bonds, Series of 2015

INTRODUCTION

This Official Statement is furnished by the State Public School Building Authority (the “SPSBA or the “Authority”) in
connection with the offering of $19,405,000 aggregate principal amount of State Public School Building Authority (Dauphin County
Technical School Refunding Project), Guaranteed School Lease Revenue Bonds, Series of 2015, dated as of February 18, 2015 (the
"Bonds"). The Bonds are authorized to be issued pursuant to the State Public School Building Authority Act of 1947, P.L. 1217, as
supplemented and amended (the “Act”) and by a Resolution as adopted November 13, 2014

The Bonds are secured by the terms of a Trust Indenture, dated as of February 18, 2015 (the "Indenture"), between the
Authority and Manufacturers and Traders Trust Company, Harrisburg, Pennsylvania and Buffalo, New York, trustee (the "Trustee"),
and are payable solely from the specified several (not joint) guaranteed lease rental payments of each of the Participating School
Districts (defined below) to the Trustee under the terms of a Sublease Agreement, dated as of February 18, 2015 (the
"Sublease"), between the Authority, as sublessor, and the Technical School and each of the Participating School Districts, as
sublessees. The Technical School and the Participating School Districts have leased their respective interests in the Technical
School real estate, building and improvements to the Authority under the terms of an Agreement of Lease, dated as of March 15,
2007 (the "SPSBA Agreement of Lease"), as supplemented by the First Supplemental Agreement of Lease, dated as of
February 18, 2015 (the “First Supplemental SPSBA Agreement of Lease”) (the “SPSBA Agreement of Lease”, as
supplemented by the First Supplemental SPSBA Agreement of Lease” are being collectively referred to herein as the
“Lease”), in exchange for the proceeds of the Bonds. See "Lease/Sublease of Technical School Facility below.

The Technical School was created and is governed by the terms of Restated Articles of Agreement, dated July 1,
2003 (the "Articles of Agreement"), signed by Central Dauphin School District, Derry Township School District, Halifax
Area School District, Lower Dauphin School District, Middletown Area School District, and Susquehanna Township School
District, all of which are located in Dauphin County, Pennsylvania (collectively, the "Participating School Districts"). The
Technical School's governing body is its Joint School Board (the "Technical School Board") that is made up of each of the
nine members of each of the six Participating School Districts (i.e. 54 Technical School Board members). There is a Joint
Operating Committee (the "JOC") that is made up of two members of the Board of Directors of each of the six Participating
School Districts that provides routine governance for the Technical School. The real estate and other property of the Technical
School is owned by the Dauphin County Area Technical School Authority, and leased to the Technical School Board and each of
the Participating School Districts under the terms of the Agreement of Lease, dated December 15, 2006 (the “Agreement of
Lease™), as supplemented by a First Supplemental Agreement of Lease, dated as of February 18, 2015 (the “First Supplemental
Agreement of Lease”), (the Agreement of Lease, as supplemented by the First Supplemental Agreement of Lease are being
collectively referred to herein as the “Authority Lease™).

The principal and interest payments on the Bonds have been guaranteed by the Participating School Districts on a several
(not joint) basis in accordance with the market values of their respective tax bases as calculated by the State Tax Equalization Board
(“STEB”) as of August of 2013, and such guaranty obligations shall remain constant during the term of the Sublease. Under the
Articles of Agreement of the Technical School capital expenditures, including the lease rental payments due under the Sublease, are
to be allocated and reallocated annually among the Participating School Districts in proportion to the most recent STEB market
values. The Sublease provides an initial lease rental payment schedule for each of the Participating School Districts based on the
STEB market values from 2013, but provides for adjustment of the lease rental payments of each of the Participating School
Districts annually in accordance with the Articles of Agreement. If any Participating School District is required to pay more under
its annual guaranty obligations than its annual lease rental obligations, the Sublease requires any such Participating School District to
be reimbursed from current funds made available by the Technical School and the other Participating School Districts in accordance
with the Technical School’s current expense and budgeting procedures.



The Authority is a body corporate and politic created in 1947 by the Act. Under the Act, the Authority is constituted a
public corporation and governmental instrumentality, having perpetual existence, for the purpose of acquiring, financing,
refinancing, constructing, improving, maintaining and operating public school and educational broadcasting facilities, and furnishing
and equipping the same for use as part of the public school system of the Commonwealth of Pennsylvania (the “Commonwealth”)
under the jurisdiction of the Pennsylvania Department of Education (the “Department” or “PDE”). Under the Act and Article XIX-
A of the Public School Code, Act of July 1, 1985, P.L. 103, No.31, Section 1 et seq., as amended, the Authority also has for its
purpose the acquiring, financing, refinancing, construction, improvement, furnishing, equipping, maintenance and operation of
community college buildings.

The descriptions and summaries of the Indenture, the Lease, the Authority Lease, the Sublease and various other legal
documents set forth in this Official Statement do not purport to be comprehensive or definitive and reference is made to each such
document for complete details of its terms and conditions; all statements made herein are qualified in their entirety by the terms of
such documents.

Copies of the Indenture, the Lease, the Authority Lease, the Sublease and other legal documents relating to the Bonds are
available upon request from the administrative offices of the Dauphin County Technical School, 6001 Locust Lane, Harrisburg, PA
17109, Attention: Business Administrator, or from the offices of the Financial Advisor, Public Financial Management, One
Keystone Plaza, Suite 300, N. Front and Market Streets, Harrisburg, Pennsylvania 17101, Attention: Ms. Jamie Doyle.

THE AUTHORITY

The Authority and the Pennsylvania Higher Educational Facilities Authority (PHEFA) share an executive, fiscal and
administrative staff, and operate under a joint administrative budget. The Authority serves as a conduit issuer for school districts,
community colleges and technical schools and intermediate units in the Commonwealth and has issued, and will continue to issue,
multiple series of bonds to finance various projects. Each such series of bonds is or will be secured by instruments and collateral
separate and apart from other series, including the Bonds.

Under the Act, the Authority consists of the Governor of the Commonwealth, the State Treasurer, the Auditor General, the
Secretary of Education, the Secretary of the Department of General Services, the President Pro Tempore of the Senate, the Speaker
of the House of Representatives, the Minority Leader of the Senate and the Minority Leader of the House of Representatives. The
President Pro Tempore of the Senate, the Minority Leader of the Senate, the Speaker of the House of Representatives and the
Minority Leader of the House of Representatives may designate any member of his or her legislative body to act as a member of the
Authority in his or her stead. The members of the Authority serve without compensation but are entitled to reimbursement for all
necessary expenses incurred in connection with the performance of their duties as members. The powers of the Authority are
exercised by a governing body consisting of the members of the Authority acting as a board.

The Bonds are being issued by the Authority on behalf of the Technical School pursuant to the Act, the Indenture and the
Resolutions, which approved the refinancing thereunder. The Authority has and will continue to issue bonds/notes for other eligible
institutions and projects in the Commonwealth. None of the revenues of the Authority pledged to payment of the Bonds will be
pledged to the payment of such other bonds/notes.

The following are key staff members of the Authority who are involved in the administration of the financing and projects:

Robert Baccon
Executive Director

Mr. Baccon has served as an executive with the Authority and PHEFA since 1984. He is a graduate of St. John's
University with a bachelor's degree in management, and holds a master's degree in international business from the Columbia
University Graduate School of Business. Prior to joining the Authority, Mr. Baccon held financial management positions with
multinational U.S. corporations and was Vice President - Finance for a major highway construction contractor.

David Player
Comptroller & Director of Financial Management

Mr. Player serves as the Comptroller & Director of Financial Management of both the Authority and PHEFA. He has been
with the Authorities since 1999. Prior to his present position, he served as Senior Accountant for both Authorities and as an auditor
with the Pennsylvania Department of the Auditor General. Mr. Player is a graduate of the Pennsylvania State University and a
Certified Public Accountant.

Beverly M. Nawa
Administrative Officer

Mrs. Nawa has served as the Administrative Officer of both the Authority and PHEFA since 2004. She is a graduate of
Alvernia University with a bachelor’s degree in business administration. Prior to her present employment, Mrs. Nawa served as an
Audit Senior and an Accounting Systems Analyst with the Pennsylvania Department of the Auditor General.
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PURPOSE OF THE ISSUE

Proceeds of the Bonds will be used to currently refund the School Lease Revenue Bonds (Dauphin County Technical
Project), Series of 2007 currently outstanding in the aggregate principal amount of $19,955,000 (the “2007 Bonds™) and to pay the
costs of issuing the Bonds.

Upon issuance of the Bonds, a portion of the proceeds will be deposited with Manufacturers and Traders Trust Company,
as Trustee for the 2007 Bonds to pay the interest and principal on the 2007 Bonds upon optional redemption, at a redemption price of
100% of principal amount plus accrued interest pursuant to the optional redemption provisions applicable to the 2007 Bonds on or
about March 15, 2015.

Sources and Uses of Bond Proceeds

The following is a summary of the sources and uses of the proceeds from the issuance of the Bonds.

Source of Funds

Par AMOUNT.......ooiiiiiieieeii ettt eaaeeaeean $19,405,000.00

Net Original ISSUe Premium .........cccoeevevieeienenieniieienieeiesieeeesie e 1,236,297.65
Total Source of Fund $20,641,297.65

Use of Funds

Amount Required to Call the 2007 Bonds ........ccccoceeverieneneenenienene $20,370,038.13

COStS OF ISSUANCE™D ..ot 271,259.52
Total Use of Funds $20,641,297.65

MIncludes total bond discount, legal, financial advisor, printing, rating, trustee, redemption fee and miscellaneous fees.
THE BONDS

The Bonds will be dated February 18, 2015, and will bear interest from such date at the rates set forth on the inside front
cover page hereof, payable semiannually on March 15 and September 15 of each year (each, an “Interest Payment Date”),
commencing March 15, 2015 (until maturity or prior redemption), and will mature on the dates and in the amounts forth on the
inside front cover page hereof. The Bonds when issued will be registered in the name of Cede & Co., as a nominee for The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the Bonds. While the Bonds
are in the Book-Entry-Only System, references to the “owner” or the “registered owner” as described herein are to Cede & Co., as
registered owner for DTC. Each beneficial owner of a Bond may desire to make arrangements with a DTC Participant to receive
notices or communications with respect to matters described herein. See “Book-Entry-Only System” herein.

The Bonds will be issued in fully registered form in denominations of $5,000 or any multiple thereof. While all of the
Bonds are held in Book-Entry-Only form, payments thereon shall be made to Cede & Co., as holder thereof. See “Book-Entry-Only
System” herein. At all other times, the principal of the Bonds, and the premium, if any, payable upon redemption, are payable at the
designated corporate trust office of the Trustee, and the interest thereon is payable by check mailed by the Trustee on each Interest
Payment Date to the persons who were the registered owners of the Bonds on the registration books maintained by the Trustee, at the
close of the fifteenth day of the calendar month (whether or not a business day) immediately preceding the month of an Interest
Payment Date (a “Regular Record Date”), irrespective of any transfer or exchange of any Bond subsequent to such regular record
date and prior to such interest payment date, unless the Authority defaults in the payment of interest due on such Interest Payment
Date. In the event of any such default, any defaulted interest will be payable to the person in whose name such Bond is registered at
the close of business on a special record date for the payment of such defaulted interest established by notice mailed by the Trustee
to the registered owners of the Bonds not fewer than fifteen (15) business days preceding such special record date.

The Bonds may be transferred or exchanged by the registered owner thereof only upon presentation thereof to the Trustee,
accompanied by a duly executed instrument of transfer by the registered owner thereof or his authorized representative, and, in the
case of a transfer, containing written instructions as to the details of such transfer. Neither the Authority nor the Trustee will be
required to issue, exchange or transfer any of the Bonds during the fifteen (15) days preceding the mailing of any notice of
redemption of Bonds or to transfer any of the Bonds selected for redemption in whole or in part. The person in whose name any
Bond is registered shall be deemed the owner thereof by the Authority and the Trustee, and any notice to the contrary shall not be
binding upon the Authority or the Trustee.

No service charge will be made to the Bondholders of the Bonds for any exchange or transfer, but the Authority may
require payment of a sum sufficient to pay any tax or other governmental charge that may be imposed in relation thereto. In the
event any Bond is mutilated, lost, stolen, or destroyed, the Authority may execute and the Trustee may authenticate a new Bond of
like tenor and denomination in accordance with the provisions of the Indenture, and the Authority and the Trustee may charge the
registered owner of such Bond with its reasonable fees and expenses and require indemnity in connection therewith.
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BOOK-ENTRY-ONLY SYSTEM

Portions of the following information concerning The Depository Trust Company ("DTC") and DTC's book-entry-only
system have been obtained from DTC. The Authority (sometimes herein referred to as the “Issuer”), the Technical School, the
Financial Advisor, and the Underwriter make no representation as to the accuracy of such information.

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the securities (the
"Securities"). The Securities will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership
nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered Security certificate
will be issued for the Securities, in the aggregate principal amount of such issue, and will be deposited with DTC.

DTC the world's largest securities depository is a limited-purpose trust company organized under the New York Banking
Law, a "banking organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System. a
"clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant
to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.6
million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants' accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
("DTCC"). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
("Indirect Participants"). DTC has a Standard & Poor's rating of AA+. The DTC Rules applicable to its Participants are on file with
the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Securities under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Securities on DTC's records. The ownership interest of each actual purchaser of each Security ("Beneficial Owner") is in turn
to be recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC of
their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Securities, except in the event that use of the book-entry system for the Securities is discontinued.

To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. The
deposit of Securities with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not affect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Securities: DTC's records reflect
only the identity of the Direct Participants to whose accounts such Securities are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among
them, subject to any statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of Securities may
wish to take certain steps to augment the transmission to them of notices of significant events with respect to the Securities, such as
redemptions, tenders, defaults, and proposed amendments to the Security documents. For example, Beneficial Owners of Securities
may wish to ascertain that the nominee holding the Securities for their benefit bas agreed to obtain and transmit notices to Beneficial
Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies
of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Securities unless
authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its usual procedures, DTC mails an Omnibus
Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to
those Direct Participants to whose accounts Securities are credited on the record date (identified in a listing attached to the Omnibus
Proxy).



Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct Participants' accounts upon
DTC's receipt of funds and corresponding detail information from Issuer or Agent, on payable date in accordance with their
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
"street name," and will be the responsibility of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of
Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its Participant, to
Tender Agent, and shall effect delivery of such Securities by causing the Direct Participant to transfer the Participant's interest in the
Securities, on DTC's records, to Tender Agent. The requirement for physical delivery of Securities in connection with an optional
tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Securities are transferred by Direct
Participants on DTC's records and followed by a book-entry credit of tendered Securities to Tender Agent's DTC account.

DTC may discontinue providing its services as depository with respect to the Securities at any time by giving reasonable
notice to Issuer or Agent. Under such circumstances, in the event that a successor depository is not obtained, Security certificates
are required to be printed and delivered.

Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, Security certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that Issuer
believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.

NEITHER THE AUTHORITY NOR THE TRUSTEE SHALL HAVE ANY RESPONSIBILITY OR OBLIGATION TO
ANY DTC PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN ON THE
REGISTRATION BOOKS OF THE TRUSTEE AS BEING A BONDHOLDER WITH RESPECT TO EITHER: (1) THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT; (2) THE PAYMENT BY DTC OR
ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL OR
REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (3) THE DELIVERY OR THE TIMELINESS OF ANY NOTICE
TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE INDENTURE TO
BE GIVEN TO THE OWNER OF THE BONDS; OR (4) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS
BONDHOLDER.

Neither the Authority nor the Trustee shall have any responsibility or obligation to any DTC Participant or Indirect
Participant with respect to:

6] the accuracy of the records of DTC, its nominee or any DTC Participant or Indirect Participant with respect to
any beneficial ownership interest in any Bonds;

(i1) the delivery to any DTC Participant or Indirect Participant or any other Person, other than the registered owner
of a Bond, as shown in the Bond Register, of any notice with respect to any Bond, including, without limitation, any notice of

redemption;

(iii) the selection by DTC or any DTC Participant or Indirect Participant of any person to receive payment in the
event of a partial redemption of Bonds;

(iv) the payment to any DTC Participant or Indirect Participant or any other Person other than the registered owner of
a Bond, as shown in the Bond Register, of any amount with respect to the principal of, redemption price, or interest on, any Bond; or

) any consent given by DTC as registered owner.

Prior to the discontinuation of the book-entry only system as described herein, the Authority and the Trustee may treat
DTC and any successor securities depository to be the absolute owner of the Bonds for all purposes, including, without limitation:

(1) the payment of principal of redemption price or interest on the Bonds;
(i1) giving notices of redemption and other matters with respect to the Bonds;
(ii1) registering transfers with respect to the Bonds; and

(iv) the selection of Bonds for redemption.



[The Beneficial Owners of the Bonds have no right to a securities depository for the Bonds.] DTC or any successor
securities depository may resign as depository for the Bonds by giving notice to the Trustee and discharging its responsibilities under
applicable law. In addition, the Authority, or the Authority at the request of the Technical School, may remove DTC or a successor
securities depository for any reason at any time. In such event, the Authority shall (i) appoint a securities depository qualified to act
as such under Section 17(a) of the Securities Exchange Act of 1934, notify the prior securities depository of the appointment of such
successor depository and transfer separate bond certificates to such successor securities depository or (ii) notify the securities
depository of the availability through the securities depository of bond certificates and transfer one or more separate bond certificates
to Depository Participants having Bonds credited to their accounts at the securities depository. In such event, such Bonds shall no
longer be restricted to being registered in the registration books of the Authority in the name of the securities depository or its
nominee, but may be registered in the name of the successor securities depository or its nominee, or in whatever name or names the
Depository Participants receiving such Bonds shall designate, in accordance with the provisions of the Indenture.

Discontinuance of Book-Entry Only System

The book-entry only system for registration of the ownership of the Bonds may be discontinued at any time if: (i) DTC
determines to resign as securities depository for the Bonds; or (ii) the Authority determines that continuation of the system of book-
entry transfers through DTC (or through a successor securities depository) is not in the best interests of the Beneficial Owners. In
either such event (unless the Authority appoints a successor securities depository), Bonds will then be delivered in registered
certificate form to such persons, and in such maturities and principal amounts, as may be designated by DTC, but without any
liability on the part of the Authority, or the Trustee for the accuracy of such designation. Whenever DTC requests the Authority or
the Trustee to do so, the Authority or the Trustee shall cooperate with DTC in taking appropriate action after reasonable notice to
arrange for another securities depository to maintain custody of certificates evidencing the Bonds.

THE AUTHORITY, THE TECHNICAL SCHOOL AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT DTC, THE DIRECT PARTICIPANTS OR THE INDIRECT PARTICIPANTS WILL DISTRIBUTE TO
THE BENEFICIAL OWNERS OF THE BONDS (I) PAYMENTS OF PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST
ON THE BONDS, (II) CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER CONFIRMATION OF
BENEFICIAL OWNERSHIP INTERESTS IN THE BONDS, OR (III) REDEMPTION OR OTHER NOTICES SENT TO DTC OR
CEDE & CO., ITS NOMINEE, AS THE REGISTERED OWNER OF THE BONDS, OR THAT THEY WILL DO SO ON A
TIMELY BASIS OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS WILL SERVE AND ACT IN THE
MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

REDEMPTION OF BONDS
Optional Redemption

The Bonds stated to mature on or after September 15, 2024 shall be subject to redemption prior to maturity, at the option
of the Authority, as a whole, on March 15, 2024 or on any date thereafter, or from time to time, in part, in any order of maturities, on
March 15, 2024 or on any date thereafter, in any such case upon payment of a redemption price of 100% of the principal amount to
be redeemed plus interest accrued thereon to the redemption date. In the event that less than all Bonds of any particular maturity are
to be redeemed, the Bonds of such maturity to be redeemed shall be drawn by lot.

Notice of Redemption

So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, the Authority and the Trustee
shall send redemption notices only to Cede & Co. See “BOOK-ENTRY ONLY SYSTEM” herein for further information
regarding conveyance of notices and Beneficial Owners.

Notice of any redemption shall be given by depositing a copy of the redemption notice in first class mail not less than
thirty (30) days prior to the date fixed for redemption addressed to each of the registered owners of Bonds to be redeemed, in whole
or in part, at the addresses shown on the registration books kept by the Trustee as of the day such Bonds are selected for redemption.
Failure to give such notice of redemption, or any defect therein or in the mailing thereof shall not affect the validity of any
proceeding for redemption of other Bonds so called for redemption as to which proper notice has been given.

On the date designated for redemption, notice having been provided as aforesaid, and money for payment of the principal,
premium, if any, and accrued interest being held by the Trustee, interest on the Bonds or portions thereof so called for redemption
shall cease to accrue and such Bonds or portions thereof so called for redemption shall cease to be entitled to any benefit or security
under the Indenture, and registered owners of such Bonds or portions thereof so called for redemption shall have no rights with
respect thereto, except to receive payment of the principal to be redeemed and accrued interest thereon to the date fixed for
redemption, together with the redemption premium, if any.

If at the time of the mailing of the notice of redemption the Authority has not deposited with the Trustee funds sufficient to
redeem all of the Bonds called for redemption, such notice may state that it is conditional in that it is subject to the deposit of the
redemption funds with the Trustee on the redemption date, and such notice shall be of no effect unless such funds are so deposited.



If the redemption date for any Bonds shall be a Saturday, Sunday, legal holiday or a day on which banking institutions in
the Commonwealth are authorized by law or executive order to close, then the date for payment of the principal, premium, if any,
and interest upon such redemption shall be the next succeeding day which is not a Saturday, Sunday, legal holiday or a day on which
such banking institutions are authorized to close, and payment on such date shall have the same force and effect as if made on the
nominal date of redemption.

Manner of Redemption

If a Bond is of a denomination larger than $5,000, a portion of such Bond may be redeemed. For the purposes of
redemption, a Bond shall be treated as representing that number of Bonds that is equal to the principal amount thereof divided by
$5,000, each $5,000 portion of such Bond being subject to redemption. In the case of partial redemption of a Bond, payment of the
redemption price shall be made only upon surrender of such Bond in exchange for Bonds of authorized denominations in aggregate
principal amount equal to the unredeemed portion of the principal amount thereof.

SUMMARIES OF CERTAIN PROVISIONS
OF THE LEASE, THE SUBLEASE AND THE INDENTURE

The following pages contain descriptions of certain provisions of the Lease, the Sublease and the Indenture. The Bonds are
secured by the Indenture and are payable from payments due under the Sublease. These descriptions are brief summaries and do not
purport to be and should not be regarded as complete statements of the terms of, the Lease, the Sublease or the Indenture or as
complete synopses thereof. Reference is made to the documents in their entirety, copies of which may be obtained from the Trustee,
for a complete statement of the terms and conditions therein.

Lease

The Technical School Board and the Participating School Districts, as lessees of the Technical School from the Dauphin
County Area Vocational Technical School Authority, will lease the Technical School, together with the financed improvements (the
"Leased Property") to the Authority. The term of the Lease commences on the date of the Bonds and, subject to the Technical
School Board’s and the Participating School Districts option to discharge its obligation under the Sublease by prepaying the
obligations thereunder ends 15 calendar days after the earlier to occur of the final maturity date of the Bonds or such time as the
Indenture has been satisfied and discharged. As rental under the Lease, the Authority shall deposit with the Trustee the net
proceeds of the issuance and sale of the Bonds for application to the costs of the Project as provided in the Indenture. Under the
terms of the Lease, the Authority has no responsibilities with respect to the maintenance, repair or operation of the Leased Property.
All such obligations, including the duties to insure the Leased Property and pay all expenses related thereto, are assumed by the
Technical School Board under the terms of the Lease and Sublease.

Sublease

In connection with the issuance of the Bonds, the Technical School Board and the Participating School Districts, as
sublessees, will enter into the Sublease with the Authority, as sublessor. The Sublease will provide for rental payments by the
Participating School Districts to the Trustee, as the assignee of the Authority, at the times and in amounts sufficient to pay the debt
service requirements on the Bonds not less than 15 days in advance of the payment due dates on such Bonds. The Technical School
Board and the Participating School Districts have the right, subject to the terms of the Bonds, to prepay Sublease Rentals to redeem
the Bonds pursuant to optional redemption provisions of the Indenture.

Representations, Warranties and Covenants: The Participating School Districts make certain representations, warranties
and covenants under the Sublease, including without limitation, with respect to the existence and authority of the Participating
School Districts, the enforceability of the Sublease and Bonds and the absence of material litigation.

Source of Rental Payments: The guaranteed lease rentals are payable by the Participating School Districts. The taxing
power of the Participating School Districts is pledged as security for the obligation to pay rentals under the resolutions of the
Participating School Districts. To the extent any Participating School District pays more on its annual guaranty obligations than its
annual lease rental obligations, the Sublease requires the reimbursement of such Participating School District from the Technical
School and the Participating School Districts in accordance with their current expense and budgeting procedures.

Assignment of Sublease.: The lease rentals shall be paid by the Participating School Districts directly to the Trustee under
an assignment by the Authority to the Trustee of such payments for the benefit and security of the Bondholders under the Indenture.

Unconditional Obligation of the Participating School Districts: The obligations of the Participating School Districts to pay
the guaranteed lease rentals due under the Sublease and all other sums payable under the Sublease are absolute and unconditional.
The lease rentals are required to be made in full directly to the Trustee, as assignee, when due without delay or diminution for any
cause whatsoever, including without limitation thereto, destruction of any Leased Property, and without right of set-off for default on
the part of the Authority under the Sublease.



Maintenance and Repair: The Technical School covenants under the terms of the Sublease to pay the costs to operate, to
maintain and repair the Leased Property from time to time as may be necessary. It is understood that this provision applies to all
repairs, major as well as minor, without exception.

Insurance: The Technical School also covenants in the Sublease to maintain adequate insurance on the Leased Property in
the name of the Technical School, the Authority and the Trustee as their interest may appear, with any loss payable to the Trustee.
The total amount recovered from time to time in connection with any fire or other casualty covered by insurance shall, at the option
of the Technical School, be made available by the Trustee to the Technical School for the purpose of rebuilding, repairing or
replacing such destroyed or partially destroyed Leased Property or to be retained by the Trustee and credited to the Bond
Redemption Fund provided for in the Indenture. The Technical School agrees to remain in possession of its Leased Property during
the period of reconstruction or repair and to continue to pay its lease rentals irrespective of the damage.

Compliance with Code: The Technical School covenants to comply with all applicable provisions of the Internal Revenue
Code of 1986, as amended (the “Code”) in order to protect the tax-exempt status of the Bonds.

Defaults and Remedies: Under the Sublease, the failure of the Participating School Districts to pay or provide for the
payment of the required lease rentals or otherwise, or the failure to comply with covenants after written notice, or the occurrence of a
default under the Indenture on payment of the Bonds by acceleration, or the failure to carry out the Project to be financed in part by
the proceeds of the Bonds, shall constitute events of default. In the event of any such default, and after due notice as required, the
Authority, and/or the Trustee as its assignee, may, in addition to any other remedies (i) declare all sums payable under the Sublease
to be immediately due; or (ii) by legal action enforce all rights of Authority under the Sublease; and (iii) in the event of a default in
payment, notify the Department of Education of the Commonwealth of Pennsylvania to commence proceedings for the withholding
of any appropriations due the Participating School Districts under the Public School Code, as appropriate.

THE INDENTURE

Limited Obligations of the Bonds: The Bonds are limited obligations of the Authority and are secured by a pledge and
assignment to the Trustee of payments and other revenues or income derived by or for the Authority from or with respect to the
Sublease and all moneys to be paid over to the Trustee under the provisions of the Indenture. The Authority has no taxing power.
Neither the general credit of the Authority nor the credit or taxing power of the United States of America, the Commonwealth of
Pennsylvania or any of its other school districts (other than the Participating School Districts under the Sublease and the resolutions
of the Participating School Districts) or any political subdivision thereof is pledged for the payment of the principal of, or the interest
on the Bonds; nor shall the Bonds be deemed to be obligations of the Authority, the Commonwealth of Pennsylvania, its other
school districts or any other political subdivision thereof. The Participating School Districts are empowered to levy ad volorem
taxes, and the Participating School Districts irrevocably have pledged their full faith, credit and taxing power with respect to the
lease rentals under the Sublease and the resolutions adopted by the Participating School Districts, which taxing power includes the
power to levy ad valorem taxes on all taxable property within the Participating School Districts within the limits provided by law
(see “TAXING POWERS OF THE SCHOOL DISTRICT” in the Appendices of the Participating School Districts).

Pledge and Assignment of Certain Revenues: The Authority has pledged to the Trustee, in the Indenture its right, title and
interest in all Rental Payments and other sums payable under the Sublease, except for “Reserved Rights” as described below, for the
benefit and security of the registered owners of the Bonds issued under such Indenture.

Project Fund: The proceeds of the issuance of the sale of the Bonds are required to be deposited in the Project Fund, from
which monies shall be disbursed at the requisition of the Authority and the Technical School for payment of the costs and expenses
of the Refunding Project in accordance with the terms of the Indenture. Upon completion of the Refunding Project, the balance in
the Project Fund shall be transferred to the Revenue Fund and used to pay or redeem Bonds.

Revenue Fund: Debt Service Fund and Sinking Fund: All lease rentals with respect to the Bonds are required to be
deposited to the Revenue Fund established with the Trustee at least 15 days prior to the due date of debt service payments beginning
February 27, 2015. Moneys in the Revenue Fund are required to be transferred by the Trustee to the Debt Service and Sinking Fund
established under the Indenture and applied to pay the debt service on the Bonds when due.

Guaranty and State Intercept Mechanics. In the event the Trustee does not receive payment in full from any Participating
School District by 12:00 p.m. on the 15™ day preceding any payment date on the Bonds, the Trustee shall promptly provide notice to
the Technical School and each of the Participating School Districts and shall call upon the guaranties of the Participating School
Districts to the maximum extent provided in Schedule 3 of the Sublease. If the Trustee has not received payment of such deficient
amounts by 12:00 p.m. on the 10™ day preceding the applicable payment date on the Bonds, the Trustee shall promptly notify the
Pennsylvania Department of Education and request payment of such amounts pursuant to Section 7-785 of the Public School Code
as further described herein (see Commonwealth Enforcement of Lease Rentals and Debt Service Payments).

Rebate Fund: The Trustee shall establish a Rebate Fund. The Authority will periodically, and upon retirement of the last
Bond, determine the sum required to be deposited in the Rebate Fund (if any) and direct the Trustee to transfer such sum from the
other funds and accounts established under the Indenture. The Authority will direct the Trustee to pay to the United States
Government the sums on deposit in the Rebate Fund at the times and in the amounts (if any) required by the Internal Revenue Code
of 1986, as amended, and all extant regulations promulgated hereunder.
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Investment of Funds: Moneys held in the Revenue Fund, the Debt Service Fund and Sinking Fund and the Project Fund,
may, and upon instructions of the Authority, shall be wholly or partially deposited and redeposit in interest bearing accounts or time
certificates of deposit with the commercial department of the Trustee or any other authorized depository, which deposits to the extent
not insured, shall be secured as provided by the Indenture; or invested or reinvested by the Trustee upon instructions of the Authority
solely in obligations which meet the requirements set forth in the Indenture, subject to the limitations provided therein.

Additional Bonds: The Indenture permits under certain circumstances and conditions, the issuance of additional bonds for
the purposes of refunding any series of outstanding bonds of the Authority issued on behalf of the Technical School or any
obligation of the Technical School issued for a purpose for which the Authority is authorized to issue bonds under the Act and
financing projects (as defined in the Indenture).

Default and Remedies: The Act, which governs the Authority, provides remedies to the Bondholders in the event of default
or failure on the part of the Authority to fulfill its covenants under the Indenture.

If an event of default shall have occurred and be continuing under the Indenture, the Trustee shall have the right, in the
name of the Authority, or in the name of the Trustee, as the assignee and pledgee of all of the right, title and interest of the Authority,
in and to the Sublease to enforce each and every right granted to the Authority under the Sublease.

Under the Indenture, in the event of any default therein, the Trustee may enforce and upon written request of the holders of
25% in principal amount of the Bonds then outstanding accompanied by indemnity as provided in the Indenture shall enforce, for the
benefit of all Bondholders all their rights of entry, of bringing suit, action or proceeding at law or in equity and of having a receiver
appointed. Neither the Trustee nor any receiver, however, may sell, assign, mortgage, or otherwise dispose of any assets of the
Authority. For more complete statement of rights and remedies of the Bondholders and for limitations thereon, reference is made to
the Indenture.

Neither the Trustee nor any receiver, however, may sell, assign, mortgage, or otherwise dispose of any assets of the
Authority other than its right to receive lease rentals. For a more complete statement of rights and remedies of the Bondholders and
of the limitations thereon, reference is made to the Indenture.

Annual Audit: The Authority covenants that it will keep proper books of record and account in which complete and
correct entries shall he made of all transactions of the Authority and which, at all reasonable times, will be subject to the inspection
of the Trustee or its representative duly authorized in writing. The Authority, within 120 days after the end of the fiscal year, will
cause its books and accounts to be audited by an independent (as defined in the Indenture) certified public accountant or a firm of
independent certified public accountants.

Modifications and Amendments: Amendments to the Indenture are permitted without consent of Bondholders for certain
purposes, including the imposition of additional restrictions and conditions respecting the issuance of bonds, the addition of
covenants and agreements by the Authority, the modification of the Indenture to conform the same with governmental regulations
(so long as the rights of the Bondholders issued thereunder are not adversely affected thereby), the curing of any ambiguity, defect or
inconsistency in the Indenture, and the making of provision for matters which are necessary or desirable and which do not adversely
affect the interests of Bondholders. Certain other modifications may be made to the Indenture, but only with the consent of the Issuer
and the owners of not less than 66 2/3% in principal amount of Outstanding Bonds (as defined in the Indenture) issued thereunder.

Insurance Provisions: Certain rights are granted under the Indenture to the bond insurer. These rights include, among
others, the approval of amendments, consents in addition to bondholder consents, control and direction of remedies, receipt and
copies of notices, and third-party beneficiary status.

Reserved Rights: Under the terms of the Indenture, the Authority has reserved the right to receive payment of any fees,
costs and expenses from the Technical School and its right to indemnification by the Technical School. Such rights are not assigned
to the Trustee.

Defeasance: Whenever all Bonds outstanding under the Indenture and all other sums due thereunder have been paid, or
provision shall have been made for payment, then the rights, title and interest of the Trustee under the Indenture shall cease and the
Trustee shall release and discharge the lien of the Indenture. Provision for payment of the Bonds may be made by depositing with
the Trustee any combination of direct non-callable obligations of the United States of America and securities fully and
unconditionally guaranteed as to the timely payment of principal and interest by the United States of America.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



SOURCES OF PAYMENT FOR THE BONDS
Sublease Payments

The Bonds are limited obligations of the Authority, payable solely from (a) Rental Payments under the Sublease to the
Authority from the Participating School Districts (the “Sublease Rentals”), (b) moneys derived from the investment of such Sublease
Rentals; and (c) other receipts, revenues and moneys otherwise available to the Authority under the Indenture. Neither the
Authority nor the Technical School has any taxing power.

The Sublease Rentals payable under the Sublease will be assigned to the Trustee. The Sublease Rentals are payable by the
Participating School Districts. Under the Articles of Agreement, among the Participating School Districts, the Participating School
Districts pay allocable shares of all capital and expenses related to the Technical School, including the Sublease Rentals. Under a
covenant guaranty contained within the resolutions of Central Dauphin School District dated November 20, 2014, Derry Township
School District dated November 10, 2014, Halifax Area School District dated November 11, 2014, Lower Dauphin School District
dated November 17, 2014, Middletown Area School District dated November 24, 2014 and Susquehanna Township School District
dated November 17, 2014, each of those Participating School Districts has covenanted to and with the holders and/or registered
owners of the Bonds from time to time “Outstanding” under the Indenture, that it (i) shall include its proportionate share of the debt
service on the Bonds payable in respect of the guaranty, for each fiscal year in which such sums shall be payable in its budget for
that year, (ii) shall appropriate such amounts from its taxes and general revenues for payment to the Trustee of its obligations under
the covenant of guaranty, and (iii) shall duly and punctually pay or cause to be paid from its sinking fund created for the purpose or
any other of its revenues or funds the amounts payable in respect of such guaranty, at the dates and in the manner provided for under
the covenant of guaranty. For such budgeting, appropriation and payment, each of the Participating School Districts has pledged,
irrevocably, its full faith, credit and taxing power. The Pennsylvania Local Government Unit Debt Act provides that such a
covenant shall be specifically enforceable. The covenant of guaranty shall remain in full force and effect until the principal of and
interest on the Bonds has been paid or provisions therefore made the satisfaction of the Trustee.

See “DESCRIPTION AND ORGANIZATION OF THE DAUPHIN COUNTY TECHNICAL SCHOOL - Articles of
Agreement” for information on the financial obligations of the Participating School Districts under the Articles of Agreement.

THE BONDS DO NOT PLEDGE THE GENERAL CREDIT OF THE AUTHORITY OR THE CREDIT OR
TAXING POWER OF THE COMMONWEALTH OF PENNSYLVANIA. THE AUTHORITY AND THE TECHNICAL
SCHOOL HAVE NO TAXING POWER.

Commonwealth Enforcement of Lease Rentals and Debt Service Payments

Section 785 of the School Code, as amended by Act No. 154, approved December 21, 1998, provides that if any school
district fails to pay any rental payment due to the State Public School Building Authority in accordance with the terms of any lease
entered into under the provisions of Section 785, the Secretary of Education shall withhold any state appropriations due such school
district and pay over the amount so withheld to the Authority in payment of the rental.

The withholding provisions of Section 785 described above are no part of any contract with the registered owners of the
Bonds and may be amended or repealed by future legislation. The effectiveness of Section 785 may be limited by the application of
other withholding provisions contained in the School Code, such as provisions for withholding and paying over the appropriations
for payment of unpaid teachers’ salaries. Enforcement may also be limited by bankruptcy, insolvency, or other laws or equitable
principles effecting the enforcement of creditors’ rights generally. Nor can there be any assurance that any payments pursuant to
such withholding provision will be made the date on which such payments are due to the bondholders.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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DESCRIPTION AND ORGANIZATION OF THE DAUPHIN COUNTY TECHNICAL SCHOOL

The purpose of the Technical School is to provide vocational or technical training and education for secondary school
pupils, out-of-school youth, and adults within the Participating School Districts.

Under the restated Articles of Agreement, dated July 1, 2003, as amended July 1, 2006, replacing the Articles of
Agreement made and executed July 1, 1965, and April 1, 1980 and restated and executed on July 1, 1983 (the "Articles of
Agreement") which comply with Act No. 579 of the General Assembly of the Commonwealth of Pennsylvania approved June 21,
1965, the Participating School Districts established and provided for the method of operation of the Technical School and for the
allocation of payments between the Participating School Districts represented by the debt service on certain bonds as lease rental
payments and the guaranty thereof.

The Boards of School Directors of all of the member School Districts, collectively, pursuant to the Articles of Agreement
constitute the Joint School Board (the "Joint School Board"), which constitutes the governing body of the School. The Joint School
Board consists of each of the members of the Board of School Directors of the six Participating School Districts. The Joint
Operating Committee is comprised of two school board representatives from each of the six member school districts: Central
Dauphin School District, Derry Township School District, Halifax Area School District, Lower Dauphin School District,
Middletown Area School District and Susquehanna Township School District, to supervise, manage and operate the School, except
for such duties as are reserved to be exercised by the Joint School Board.

The governing body of the Technical School is a Board consisting of each of the nine (9) members of the Board of
Directors of each of the six (6) member School Districts. Each of the School Districts participating in the Dauphin County Technical
School appoints members of the Joint Operating Committee (“JOC”), which is responsible for operational matters properly delegated
to such Committees under the terms of the School Code of Pennsylvania. The members are appointed each December to serve
for one (1) year. Officers of the JOC are elected by vote of its members. The members of the JOC, the School Districts they
represent and their offices are set forth below:

Name Appointing School District Office
Brian Faleshock Central Dauphin School District Chairperson
Newton Davis Middletown Area School District Vice-Chairperson
Brian Shiflett Derry Township School District Treasurer
William Roberts, Jr Central Dauphin School District Member
Julie Neal Derry Township School District Member
Hara Frank Halifax Area School District Member
Ricky Grosser Halifax Area School District Member
Todd Kreiser Lower Dauphin School District Member
Keith Oellig Lower Dauphin School District Member
Pamela Price Middletown Area School District Member
Jesse Rawls, Sr. Susquehanna Township School District Member
Kathy DelGrande Susquehanna Township School District Member
Linda Hammaker Dauphin County Technical School Secretary*

*Non-member

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Articles of Agreement
Certain provisions of the Articles of Agreement and relevant bond documents include:

Annual Operating Budget: The Technical School shall be within the limits of the annual operating budget adopted by the
Dauphin County Technical School Joint Board and the School Boards. On or before July 1% of each year, a copy of the adopted
budget for the ensuing fiscal year shall be submitted to the Department for its approval.

Joint Committee: This Committee shall be composed of two members from each of the School Boards, to be elected by the
individual School Boards, at their annual December meeting and to serve a term of one year each. The terms of each of the members
from a Participating School District shall be staggered so that one member shall be elected each December.

Special Committees: The Committee may be appointed by the Joint Committee. However, when such a committee makes
a final report, it shall be discharged. A Special Committee shall not have any supervisory authority and shall report on to the Joint
Committee. Standing Committees shall be created only by the action of the Joint Committee and their composition shall be similarly
determined by the Joint Committee.

Lease Debt: All lease debt payable shall be borne by the Participating School Districts, payable from their current
revenues, in the proportion which the market value of taxable real property in each Participating School Districts bears to the total
market valuation of the taxable real property in all of the Participating School Districts. The market valuation shall be those certified
by the State Tax Equalization Board (“STEB”) during the preceding school year.

Prorating of Operating Expenses: The current General Fund operating expenditures of the Technical School shall be
borne by the Participating School Districts in proportionate shares according to the average of the last five year average daily
membership (“ADM”) of the pupils in the Technical School from each Participating School District, computed at the end of the
school year. In addition, major capital expenditures, which are categorized in Function code 4000 of the accounting records, shall be
borne by the Participating School Districts in proportionate share according to the most current STEB market value.

Payment of Operating Expenses by the Participating School Districts: Beginning July 1, 1999, each Participating School
District shall make payment of their share of operating expenses once every month by the 15" day of the month. The amount shall
be based on the Participating School District’s share of the operating budget for that fiscal year divided by 12 months. Prior to the
start of the fiscal year, the Technical School shall forward to each district a schedule of payments and due dates. Upon completion
of the Annual Local Auditor’s Report and calculation of the actual ADM for the last fiscal year, each Participating School District’s
actual share of the operating expenditures shall be determined. This amount shall be reconciled to the payments made. In July of the
subsequent fiscal year refunds of overpayment or payment for shortfalls will be made to or by each Participating School District,
with consideration of the amount of fund balance the Technical School must maintain.

The following 25 State-approved career & technical programs and related educational services exist at the Technical

School:
AUTOMOTIVE TECHNOLOGY CLUSTER ART & TECHNOLOGY CLUSTER
Automotive Technology Advertising Art & Design
Collision & Refinishing Technology Drafting & Design Technology
Diesel Technology Electronics Technology
Outdoor Power Equipment Graphic Arts
Precision Metals Information Systems Technology
Web Development & Design

SERVICE CLUSTER CONSTRUCTION CLUSTER
Child Care Provider/Assistant Building Construction Technology
Cosmetology Carpentry
Culinary Arts Electrical Construction & Maintenance
Medical Assistant Heating, Ventilation & Air Conditioning
Medical Occupations Technology Masonry
Law Enforcement Ornamental Horticulture

Retail Marketing & Sales
Veterinary Assistant
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SCHOOL FINANCES
Introduction

The Technical School budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Director and Business Manager and submitted to the Joint Operating
Committee and the School Boards for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The Technical School's financial statements are audited annually by an independent certified public accountant, as required by
Commonwealth law. Trout, Ebersole & Groff LLP of Harrisburg, Pennsylvania currently serves as the Technical School’s auditor.

The Technical School’s auditor has not been engaged to perform, and has not performed, since the date of its Audit which can
be found in Appendix J, any procedure on the financial statements addressed in that report. Such auditor also has not performed any
procedures relating to this Official Statement.

Summary and Discussion of Financial Results

Table 1 below shows the Technical School's Combined Balance Sheet, Table 2 on the following page shows Changes in Fund
Balance and revenues and expenditures for recent years, and the Technical School’s summary of the budget for the 2014-15 school
year.

TABLE 1
DAUPHIN COUNTY TECHNICAL SCHOOL
COMBINED BALANCE SHEET

ASSETS 2010 2011 2012 2013 2014
Cash and Cash Equivalents........... $1,313,220 $2,070,724 $3,046,772 $4,098,141 $3,379,157
Investments.........ccccoevenerenennenne 0 0 0 0 0
Prepaid EXpenses.......c.ccccceevrirueene 137,404 42,405 10,523 13,163 39,548
Due from Other Governments....... 298,897 390,883 808,577 1,012,477 957,982
Other Receivables.............. 5,644 230,021 398,278 238,322 5,128
TOTAL ASSETS $1,755,165 $2,734,033 $4,264,150 $5,362,103 $4,381,815
LIABILITIES
Due to Other Funds..........cccocooueee. $113,925 $132,499 $134,452 $163,759 $143,127
Due to Other Governments ........... 392,890 491,500 1,139,391 2,056,248 1,026,853
Accounts Payable.............cccoceueeene 300,103 299,549 302,174 297,495 295,307
Accrued Salaries and Benefits ...... 151,347 196,383 110,070 65,775 104,928
Deferred Revenues.............c.cc...... 14,123 2,462 34,408 22,656 4,880
Other Current Liabilities................ 17,146 11,934 12,748 13,712 14,220
TOTAL LIABILITIES............ $989,534 $1,134,327 $1,733,243 $2,619,645 $1,589,815
FUND EQUITIES
Non-spendable...........ccoevvirririnnnne $0 $42,405 $10,523 $13,163 $39,548
Committed ......cccoevririeeiiirieenne, 0 1,567,657 2,502,822 2,669,922 2,687,115
Assigned ... 765,631 32,049 28,085 72,536 104,885
Unassigned.........ccooeveeeninienenennne. 0 (42,405) (10,523) (13,163) (39,548)
TOTAL FUND EQUITIES..... $765,631 $1,599,706 $2,530,907 $2,742,458 $2,792,000
TOTAL LIABILITIES
AND FUND EQUITIES......... $1,755,165 $2,734,033 $4,264,150 $5,362,103 $4,381,815

Source: Technical School Audits.
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TABLE 2
DAUPHIN COUNTY TECHNICAL SCHOOL
GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE*
(Fiscal Years Ending June 30)

Actual Budget
REVENUES: 2010 2011 2012 2013 2014 2015
Local Sources:
Receipts from Member School Districts..... $10,792,289 $10,732,485 $9,749,658 $8,595,539 $9,040,234 $9,964,384
Interest - Earnings on Investments ............. 26,225 13,628 10,276 23,764 26,413 20,000
Tuition 307,535 525,688 2,016,913 2,768,226 3,260,026 3,373,758
Other Revenue 452,245 652,208 665,329 505,669 402,704 353,694
Total Local Sources.............c.cceeeunee $11,578,294 $11,924,009 $12,442,176 $11,893,198 $12,729,377 $13,711,836
State Sources $1,130,956 $1,289,998 $1,287,108 $1,530,961 $1,815,651 $1,775,423
Federal Sources $387,351 $406,048 $369,245 $697,036 $577,514 $0
TOTAL REVENUES .......ccooviiieee $13,096,601 $13,620,055 $14,098,529 $14,121,195 $15,122,542 $15,487,259
EXPENDITURES:
Current:
Instruction $7,669,504 $8,064,079 $8,037,150 $8,721,777 $9,236,586 $9,656,321
Support Services 3,421,372 3,438,975 3,271,226 3,570,259 3,787,801 3,826,522
Operation and Maintenance
of Plant Services ........coeceeeerineneeenenens 1,723,252 1,749,945 1,768,641 1,733,086 1,961,838 1,977,775
Operation of Non-instructional Services .... 35,363 35,796 26,311 48,054 41,628 47,494
Budgetary Reserve.........coocoeeveenvecnincnne 0 0 0 0 0 134,000
Total Current $12,849,491 $13,288,795 $13,103,328 $14,073,176 $15,027,853 $15,642,112
Debt Services:
Principal $0 $0 $0 $23,242 $36,529 $36,529
Interest and Fiscal Charges ...........cccoeeune 0 0 0 6,856 8,618 8,618
Total Debt Services ......ccccereeerercreecaneens 0 0 0 30,098 45,147 45,147
TOTAL EXPENDITURES ........c........ $12,849,491 $13,288,795 $13,103,328 $14,103,274 $15,073,000 $15,687,259
SURPLUS (DEFICIT) OF
REVENUES OVER EXPENDITURES $247,110 $331,260 $995,201 $17,921 $49,542 $200,000
OTHER FINANCING USES
Interfund Transfers ($89,821) ($1,189) ($313) $0 $0 $0
Proceeds from Capital Lease...........cceeuuee 0 454,492 (63,687) 193,630 0 0
NET CHANGES IN FUND BALANCES. $157,289 $784,563 $931,201 $211,551 $49,542 $200,000
FUND BALANCES
Beginning $608,342 $765,631 $1,599,706 $2,530,907 $2,742,458 $2,792,000
Change in Accounting Principal) .......... 0 49512 @ 0 0 0 0
Ending $765,631 $1,599,706 $2,530,907 $2,742,458 $2,792,000 $2,592,000

*Totals may not add due to rounding.
(UBudget as adopted May 14, 2014.

@Adoption of GASB No. 54, Fund Balance Reporting and Governmental Type Definitions, effective July 1, 2010. Reflects an adjustment to beginning fund balance which
represents the June 30, 2010 fund balance for the adult education fund.

Source: Technical School Audits and Budget.
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LABOR RELATIONS

There are presently 162 full-time employees of the Technical School, including 97 teachers and 12 administrators, and 53
support personnel. The support personnel include secretaries, custodial staff, cafeteria staff, maintenance staff, teacher’s aids, and
business supervision.

The Technical School’s full-time teachers are represented by the Dauphin County Area Vocational Technical School
Education Association, an affiliate of the Pennsylvania State Educational Association (“PSEA”), under a contract which will expire
June 30, 2017. The Technical School's support staff is represented by a collective bargaining unit, under a contract which expires
June 30, 2017.

Pension Program

Technical Schools in Pennsylvania are required to participate in a statewide pension program administered by the Public
School Employees Retirement System (PSERS). All of the Technical School's full-time employees, part-time employees who work
more than 80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However,
please note a Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS
regarding the purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of
increasing their pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution rate
of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate of
25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established under
Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System. Based
on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer contributions
of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of the total
employer contribution rate. The Technical School is current in all payments and contributions for the Technical School are as
follows:

2010-11 $ 411,632
2011-12 596,610
2012-13 872,676
2013-14 1,240,628
2014-15 (Budget) 1,664,649

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the largest
source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1 billion in
net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their membership class
and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
Other Post-Employment Benefits (OPEB)

Effective July 1, 2009, the Technical School adopted the provisions of GASB Statement No. 45, Accounting and Financial

Reporting by Employers for Postemployment Benefits Other Than Pensions. The financial statements reflect a long-term liability of
$222,138.

The Technical School maintains a single employer defined benefit plan to provide postemployment health care benefits to
School employees who, in most cases, have retired with at least ten years of Technical School service and are eligible for retirement
benefits with PSERS. Such benefits are available to retirees and retiree dependents until the retired employee reaches age 65,
provided the retired employee provides payment equal to the premium determined for the purpose of COBRA.

The plan is governed by the Technical School, which may amend the benefit provisions and contribution requirements, subject
to collective bargaining where applicable.

For further details regarding Funding Policy, Annual OPEB Cost and Net OPEB Obligation, Funding Status and Funding

Progress, Actuarial Methods and Assumptions see NOTES TO FINANCIAL STATEMENTS — Note 13 — Other Post-Employment
Benefits — Healthcare, in the Technical School’s accompanying Audit Report which can be found in Appendix J.
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TABLE 3
DAUPHIN COUNTY TECHNICAL SCHOOL
DEBT SERVICE REQUIREMENTS’

Series
2015

Year Principal Interest Subtotal Total
2014-15 $0 $50,647 $50,647 $50,647
2015-16 0 675,288 675,288 675,288
2016-17 205,000 674,621 879,621 879,621
2017-18 1,055,000 658,130 1,713,130 1,713,130
2018-19 1,095,000 620,405 1,715,405 1,715,405
2019-20 1,135,000 583,480 1,718,480 1,718,480
2020-21 1,170,000 545,055 1,715,055 1,715,055
2021-22 1,220,000 491,155 1,711,155 1,711,155
2022-23 1,285,000 428,530 1,713,530 1,713,530
2023-24 1,350,000 362,655 1,712,655 1,712,655
2024-25 1,425,000 293,280 1,718,280 1,718,280
2025-26 1,475,000 240,324 1,715,324 1,715,324
2026-27 1,515,000 203,676 1,718,676 1,718,676
2027-28 1,550,000 163,435 1,713,435 1,713,435
2028-29 1,595,000 120,180 1,715,180 1,715,180
2029-30 1,640,000 74,275 1,714,275 1,714,275
2030-31 1,690,000 25,350 1,715,350 1,715,350

Total $19,405,000 $6,210,485 $25,615,485 $25,615,485

"Totals may not add due to rounding.
Future Financing
The Technical School does not anticipate issuance of additional (non-refunding) long-term debt in the next 3 years.
INFORMATION REGARDING THE PARTICIPATING SCHOOL DISTRICTS

Reference is made to Appendix A, B, C, D, E and F for information concerning each of the Participating School Districts.
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TECHNICAL SCHOOL CONTINUING DISCLOSURE UNDERTAKING

In accordance with the requirements of Rule 15c-12 (the “Rule”) promulgated by the Securities and Exchange Commission
(“SEC”), and the Resolution, adopted by the JOC on October 8, 2014 authorizing issuance of the Bonds, the Technical School and each
of the Participating School Districts, will execute and deliver a written continuing disclosure obligation with respect to the Bonds. See
the form of the Continuing Disclosure Certificate (the “Certificate) in Appendix I to this Official Statement.

Under the terms of the Certificate, the Technical School and Participating School Districts will undertake to file with the
MSRB financial and other information concerning the Technical School and Participating School Districts (annual audited financial
statements and annual budget (as and when available) and notice of certain events affecting the Technical School and Participating
School Districts). The Participating School Districts will provide financial information to the Technical School for filing with the
MSRB. The Technical School and the Participating School District’s obligations with respect to continuing disclosure shall terminate
upon the prior redemption or payment in full of all of the Bonds.

The MSRB has been designated by the SEC to be the central and sole repository for continuing disclosure information filed by
issuers of municipal securities since July 1, 2009. Information and notices filed by municipal issuers (and other “Participating persons”
with respect to municipal securities issues) are made available through the MSRB’s Electronic Municipal Market Access (EMMA)
System, which may be accessed on the internet at http://www.emma.msrb.org.

Continuing Disclosure Filing History
The Technical School has previously entered into a Continuing Disclosure Agreement with respect to its previously issued

bond issue currently outstanding. The Technical School’s filing history of its annual financial and operating information during the
past five (5) years is outlined in the table below.

Filing Financial Statements Budget
Ending ‘ Deadline ! ‘ Filing Date EMMA ID © Filing Date EMMA ID ™
6/30/2010 12/27/2010 12/21/2010 ER388240 12/21/2010 ER388240
6/30/2011 12/27/2011 1/4/2012 ER474203 12/14/2012 ER474203
6/30/2012 12/27/2012 11/19/2012 EA424391 12/14/2012 EA424391
6/30/2013 12/27/2013 11/18/2013 EP624926 9/18/2013 ER572264
6/30/2014 12/27/2014 11/6/2014 ER653007 7/24/2014 EA521568

Notes
1 For these purposes, assumes the shortest filing deadline of the Technical School’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx ?submissionld=

Based on the information above, the Technical School’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the Technical School filed its financial statements and budget in timely manner.

For fiscal year ending June 30, 2011, the Technical School filed its budget in a timely manner. It filed its financial
statements on January 4, 2012.

For fiscal year ending June 30, 2012, the Technical School filed its financial statements and budget in timely manner.
For fiscal year ending June 30, 2013, the Technical School filed its financial statements and budget in timely manner.
For fiscal year ending June 30, 2014, the Technical School filed its financial statements and budget in timely manner.
Failure to Provide Annual Financial Information
As outlined in the table above, the Technical School failed to provide certain annual financial information in a timely manner,

on one occasion, during the past (5) five years. The Technical School filed a “Failure to Provide Annual Financial Information”
notice to EMMA on January 6, 2015.
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Bond Insurance Rating Downgrades and Upgrades by S&P and/or Moody’s

Some of the Technical School’s bond issues that have been outstanding during the past five (5) years have been insured by
various bond insurance companies that have received rating downgrades and upgrades by both S&P and Moody’s. This information
was publicly available from widely accepted information sources at the time of their respective downgrades or upgrades. For
informational purposes, the Technical School has recently filed a summary of rating upgrades and downgrades relating to certain
bond insurance companies.

Moody’s Global Rating Scale Recalibration

Certain bond issues of the Technical School received rating changes from Moody’s Investors Service on April 23, 2010 as a
result of the Global Rating Scale Recalibration by Moody’s Investors Service. For informational purposes, the School District has
recently filed a notice of these rating changes relating to the Global Ratings Scale Recalibration. This information was widely
disseminated at the time of the rating change and was publicly available from other public information sources.

Pennsylvania Act 150 School District Intercept Program Enhanced Rating Downgrade July 2012

Certain bond issues of the Technical School received an enhanced rating downgrade from “Aa3” to “Al1* from Moody’s
Investors Service on July 17, 2012 as a result of the downgrade of Pennsylvania Act 150 School District Intercept Program;
however, a Notice of Material Event was not posted to EMMA by the Technical School until January 6, 2015.

Underlying Rating Upgrade

The Technical School received an underlying rating upgrade from “A2” to “Al1“ from Moody’s Investors Service on March
12, 2013 however, a Notice of Material Event was not posted to EMMA by the Technical School until January 6, 2015.

Future Continuing Disclosure Compliance

The Technical School has conducted a thorough review of its continuing disclosure obligations and submissions. Upon
discovering any inadvertent omissions with respect to these filings, the Technical School, to the best of its knowledge, has attempted
to bring its continuing disclosure filings up to date.

In an effort to augment the Technical School’s procedures and policies to maintain future compliance, the Technical School
has taken additional steps intended to assure future compliance with its Continuing Disclosure Agreements. These steps include
implementing the MSRB’s EMMA'’s internal notification system whereby the Technical School will receive timely email reminders
a month in advance for all of the Technical School’s annual disclosure filings and coordinating with the Technical School’s financial
advisor to ensure all disclosure obligations have been made on a timely basis and in all material respects.

A member of the Technical School’s business office will be responsible for ensuring ongoing continuing disclosure
compliance. Members of the Technical School’s business office will make an effort to participate in any ongoing continuing
education regarding continuing disclosure undertaking if offered by local groups or affiliated organizations such as MSRB, PASBO
or GFOA. The Technical School may communicate with its financial advisor, underwriter(s), bond counsel, or solicitor regarding
any questions or concerns regarding ongoing continuing disclosure compliance. The Technical School may also communicate with
its local auditor and advise of the Technical School’s need for financial statements in a timely manner. In the event audited financial
statements are not available by the filing deadline, the Technical School will file to EMMA, if available, its State Form PDE-2057
Annual Financial Report as an interim filing until such audited financial statements are available.
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TAX EXEMPTION AND OTHER TAX MATTERS
Federal Income Tax Matters

On the date of delivery of the Bonds, Rhoads & Sinon LLP, Harrisburg, Pennsylvania, as Bond Counsel to the Authority, will
issue an opinion to the effect that under existing statutes, regulations and judicial decisions, interest on the Bonds is excluded from
gross income for purposes of federal income taxation and is not an item of tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations, but that in the case of corporations (as defined for federal income tax
purposes) such interest is taken into account in determining adjusted current earnings for purposes of such alternative minimum tax.
This opinion of Bond Counsel will assume the accuracy of certifications made by the Authority and will be subject to the condition
that the Authority will comply with all requirements of the Internal Revenue Code of 1986, as amended, that must be satisfied
subsequent to the issuance of the Bonds in order that the interest thereon be, and continue to be, excluded from gross income for
federal income tax purposes. See the proposed text of the Opinion of Bond Counsel appended to this Official Statement. The
Authority has covenanted to comply with all such requirements, which include, among others, restrictions upon the yield at which
proceeds of the Bonds and other money held for the payment of the Bonds and deemed to be “proceeds” thereof may be invested and
the requirement to calculate and rebate any arbitrage that may be generated with respect to investments allocable to the Bonds.
Failure to comply with such requirements could cause the interest on the Bonds to be included in gross income retroactive to the date
of issuance of the Bonds.

Certain maturities of the Bonds may be sold to the public in the initial offering at a price less than the stated redemption price
of such Bonds at maturity (that is, at less than par or the stated principal amount), the difference being “original issue discount”.
Generally, original issue discount accruing on a tax-exempt obligation is treated as interest excludable from gross income for federal
income tax purposes. In addition, original issue discount that has accrued on a tax-exempt obligation is treated as an adjustment to
the issue price of the obligation for the purpose of determining taxable gain upon sale or other disposition of such obligation prior to
maturity. The Internal Revenue Code of 1986, as amended, provides specific rules for the accrual of original issue discount on tax-
exempt obligations for federal income tax purposes. Prospective purchasers of Bonds being sold with original issue discount should
consult their tax advisors for further information.

Ownership of the Bonds may result in collateral federal income tax consequences to certain taxpayers, including, without
limitation, financial institutions, property and casualty insurance companies, certain subchapter S corporations with substantial
passive income and Subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement benefits and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry the Bonds. Bond Counsel will
express no opinion as to such collateral tax consequences, and prospective purchasers of the Bonds should consult their tax advisors.

No representation is made or can be made by the Authority or any other party associated with the issuance of the Bonds as to
whether or not any legislation now or hereafter introduced and enacted will be applied retroactively so as to subject interest on the
Bonds to inclusion in gross income for Federal income tax purposes or so as to otherwise affect the marketability or market value of
the Bonds. Enactment of any legislation that subjects the interest on the Bonds to inclusion in gross income for federal income tax
purposes or otherwise imposes taxation on the Bonds or the interest paid thereon may have an adverse effect on the market value or
marketability of the Bonds.

Changes in Federal Tax Laws

From time to time, there are Presidential proposals, proposals of various federal committees, and legislative proposals in the
Congress and in the states that, if enacted, could alter or amend the federal and state tax matters referred to herein or adversely affect
the marketability or market value of the Bonds or otherwise prevent holders of the Bonds from realizing the full benefit of the tax
exemption of interest on the Bonds. Further, such proposals may impact the marketability or market value of the Bonds simply by
being proposed. It cannot be predicted whether or in what form any such proposal might be enacted or whether if enacted it would
apply to bonds issued prior to enactment. In addition, regulatory actions are from time to time announced or proposed and litigation
is threatened or commenced which, if implemented or concluded in a particular manner, could adversely affect the market value,
marketability or tax status of the Bonds. It cannot be predicted whether any such regulatory action will be implemented, how any
particular litigation or judicial action will be resolved, or whether the Bonds would be impacted thereby.

Purchasers of the Bonds should consult their tax advisors regarding any pending or proposed legislation, regulatory initiatives
or litigation. The disclosures and opinions expressed herein are based upon existing legislation and regulations as interpreted by
relevant judicial and regulatory authorities as of the date of issuance and delivery of the Bonds, and no opinion is expressed as of any
date subsequent thereto or with respect to any proposed or pending legislation, regulatory initiatives or litigation.
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Pennsylvania Tax Matters

On the date of delivery of the Bonds, Bond Counsel will issue an opinion to the effect that under the laws of the
Commonwealth of Pennsylvania (the “Commonwealth”) as presently enacted and construed, the Bonds are exempt from personal
property taxes within the Commonwealth and the interest on the Bonds is exempt from the Commonwealth’s Personal Income Tax
and the Commonwealth’s Corporate Net Income Tax. See the proposed text of the Opinion of Bond Counsel appended to this
Official Statement.

Profits, gains or income derived from the sale, exchange or other disposition of the Bonds are subject to state and local
taxation within the Commonwealth, in accordance with Pennsylvania Act No. 1993-68.

Certain maturities of the Bonds may be sold to the public in the initial offering at a price less than their stated redemption price
at maturity (that is, at an “original issue discount”). For Pennsylvania Personal Income Tax purposes, original issue discount on
publicly offered obligations is treated under current regulations of the Pennsylvania Department of Revenue as interest and, for
purposes of determining taxable gain upon sale or other distribution of an obligation, the interest on which is exempt from income
taxation by the Commonwealth, as an adjustment to basis. For Pennsylvania Corporate Net Income Tax purposes, original issue
discount is to be accorded similar treatment, according to a Private Letter Ruling issued by the Office of the Chief Counsel of the
Pennsylvania Department of Revenue dated December 2, 1993, but such Private Letter Ruling may be relied upon only by the
taxpayer to whom it was addressed.

Prospective purchasers of Bonds issued with original issue discount should consult their tax advisors for further information
and advice concerning the reporting of profits, gains or other income related to a sale, exchange or other disposition of such Bonds
for Pennsylvania tax purposes.

No representation is made or can be made by the Authority, or any other party associated with the issuance of the Bonds, as to
whether or not any legislation now or hereafter introduced and enacted in the Commonwealth will be applied, either prospectively or
retroactively, so as to subject interest on such Bonds to taxation in the Commonwealth or so as to otherwise affect the marketability
or market value of such bonds. Enactment of any legislation that subjects the interest on such bonds to state or local taxes in the
Commonwealth or otherwise imposes taxation on such Bonds may have an adverse effect on the market value or marketability of
such bonds.

Federal Income Tax Interest Expense Deductions for Financial Institutions

Under the Internal Revenue Code of 1986, as amended (the “Code”), financial institutions are disallowed 100 percent of their
interest expense deductions that are allocable, by a formula, to tax-exempt obligations acquired after August 7, 1986. An exception,
which reduces the amount of the disallowance is provided for certain tax-exempt obligations that are designated or “deemed
designated” by the issuer as “qualified tax-exempt obligations” under Section 265 of the Code.

The Bonds have not been designated as a “qualified tax-exempt obligation” for purposes and effect contemplated by Section 265 of
the Code (relating to expenses and interest relating to tax-exempt income of certain financial institutions).

Financial institutions intending to purchase Bonds should consult with their professional tax advisors to determine the effect of
the interest expense disallowance on their federal income tax liability.

LITIGATION

There is no controversy, investigation or litigation of any nature now pending or, to the knowledge of the Technical School or
the Authority, threatened against the Technical School or the Authority, which seeks to restrain or enjoin the issuance, sale,
execution or delivery of the Bonds, or in any way contest or affects the validity of the Bonds, the Indenture, the Lease, Sublease, or
the pledge or application of any moneys or security provided for the payment of the Bonds, or contesting the existence of the
Technical School or the Authority or their authority to undertake the Project.

RATING

Moody’s Investors Service has assigned its underlying rating of “Aa3” and its enhanced rating of “A1” to the Bonds. Such
ratings reflect only the view of such organization and any desired explanation of the significance of such ratings should be obtained
from the rating agency furnishing the same, at the following address: Moody’s Investors Service, 7 World Trade Center, 250
Greenwich Street, New York, New York 10007. Generally, a rating agency bases its rating on the information and materials
furnished to it and on investigations, studies and assumptions of its own. There is no assurance that any such rating will continue for
any given period of time or that it will not be revised downward or withdrawn entirely by the rating agency, if circumstances so
warrant. Any such downward revision or withdrawal of such rating may have an adverse effect on the market price of the Bonds.
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UNDERWRITING

Boenning & Scattergood, Inc. (the “Underwriter”) has agreed to purchase the Bonds from the Authority, subject to certain
conditions precedent, and will purchase the Bonds if any of such Bonds are purchased. The Bonds will be purchased for a purchase
price of $20,522,927.15, equal to the par amount of the Bonds less an underwriter’s discount of $118,370.50 plus a net original issue
premium of $1,236,297.65, plus accrued interest, if any from the dated date of the Bonds to the date of delivery of the Bonds.

LEGAL OPINION

The Bonds are offered when, as and if issued, subject to withdrawal or modification of the offer without notice, and subject to
the approving legal opinion of Rhoads & Sinon, LLP, Harrisburg, Pennsylvania, Bond Counsel, to be furnished upon delivery of the
Bonds. Certain other legal matters will be passed upon for the Authority by its Counsel, Buchanan Ingersoll & Rooney PC,
Pittsburgh, Pennsylvania. Certain other legal matters will be passed upon by P. Daniel Altland, Attorney-At-Law, of
Mechanicsburg, Pennsylvania, Solicitor to the Technical School.

FINANCIAL ADVISOR

The Authority has retained Public Financial Management, Inc. of Harrisburg, Pennsylvania, as financial advisor (the
“Financial Advisor”) in connection with the preparation, authorization and issuance of the Bonds. The Financial Advisor is not
obligated to undertake, and has not undertaken to make, an independent verification or to assume responsibility for the accuracy,
completeness, or fairness of the information contained in this Official Statement. Public Financial Management, Inc. is an
independent advisory firm and is not engaged in the business of underwriting, trading or distributing municipal securities or other
public securities.

MISCELLANEOUS

This Official Statement has been prepared under the direction of the Authority and the Technical School by Public Financial
Management, Inc., Harrisburg, Pennsylvania, in its capacity as Financial Advisor to the Authority and the Technical School. The
information set forth in this Official Statement has been obtained from the Authority, the Technical School, the Participating School
Districts and from other sources believed to be reliable. Insofar as any statement herein includes matters of opinion or estimates
about future conditions, it is not intended as representation of fact, and there is no guarantee that it is, or will be, realized.
Summaries or descriptions of provisions of the Bonds, the Indenture, the Sublease and the Lease and all references to other materials
not purporting to be quoted in full are only brief outlines of some of the provisions thereof. Reference is hereby made to the
complete documents, copies of which will be furnished by the Authority or the Financial Advisor upon request. The information
assembled in this Official Statement is not to be construed as a contract with holders of the Bonds.

The Authority has authorized the distribution of this Official Statement.

The Authority has no responsibility for the Technical School or Participating School District’s compliance with the
Continuing Disclosure Agreement or for the contents of, or any omissions from, the financial information or notices provided
thereunder.

The Authority has not assisted in the preparation of this Official Statement, except for the statements under the section
captioned "THE AUTHORITY" and “LITIGATION” herein and, except for that section, the Authority is not responsible for any
statements made in this Official Statement. Except for the authorization, execution and delivery of documents required to effect the
issuance of the Bonds, the Authority has not otherwise assisted in the public offer, sale or distribution of the Bonds. Accordingly,
except as aforesaid, the Authority assumes no responsibility for the disclosures set forth in this Official Statement.

STATE PUBLIC SCHOOL BUILDING AUTHORITY

By: /s/_Robert Baccon
Executive Director

Approved:

DAUPHIN COUNTY TECHNICAL SCHOOL

By: /s/ Brian Faleshock
Chairman
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CENTRAL DAUPHIN SCHOOL DISTRICT
Descriptive, Financial and Economic Information
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THE SCHOOL DISTRICT
Introduction

The Central Dauphin School District is located in Dauphin County (the “County”), adjacent to the City of Harrisburg, the
Capitol of the Commonwealth of Pennsylvania. The School District encompasses an area of 118.2 square miles in Dauphin County
and is comprised of three boroughs and four townships: the Boroughs of Dauphin, Paxtang and Penbrook, and the Townships of
Lower Paxton, Middle Paxton, Swatara and West Hanover. The area is characterized as a residential suburb with substantial
commercial development. The 2010 population of the School District, according to the U.S. Census Bureau, is 90,401 persons.

Organization and Administration

Pursuant to the provisions of the School District Reorganization Law (Act 299 of the General Assembly of the
Commonwealth, approved August 8, 1963, P.L. 564), school districts in Pennsylvania were required to reorganize effective July 1,
1966. The former school districts of the Boroughs of Dauphin, Paxtang and Penbrook and the Townships of Lower Paxton, Middle
Paxton, Swatara and West Hanover formed the Central Dauphin School District. The Central Dauphin School District assumed all
rights and obligations of the former school districts.

The School District is governed by a board of nine School Directors (the “School Board”) who are residents within the
School District and who are elected for four-year terms on a staggered basis. The daily operations and management of the School
District are performed by a central administrative staff which is led by the School District Superintendent who is appointed by the
School Board. The Superintendent is supported by a Board Secretary, Assistant Superintendent for Finance and Administrative
Operations and Assistant Superintendent of Academics, which are further supported by coordinators and supervisors in specialty
fields.
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School Building Facilities

The School District presently operates thirteen elementary school buildings, four middle school buildings and two high
school buildings. An inventory of existing facilities is listed as follows:

TABLE A-1
CENTRAL DAUPHIN SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition / Rated
Construction Renovation Grades Pupil 2014-15

Building Date Date (s) Housed Capacity Enrollment
Elementary:
Chambers Hill 1959 1966/78/96 K-5 189 225
Lawnton............ 1928 1950/59/90 K-5 308 235
Linglestown ....... 1954 1956/76/95 K-5 649 386
Middle Paxton 1990 --- K-5 500 306
Mountain VIew .......ccccoceverveveencnennenn 1963 1994 K-5 500 377
North Side.....ccoooivirininiiiiciiiiiiene 1958 1966/85/95 K-5 649 599
Paxtang 1973 1999 K-5 288 243
Paxtonia.......ccocveveneninenec 1956 1963/84/95 K-5 640 643
E.H. PhillipS....ccoeoieiiiiieeececeen 1954 1954/77/96 K-5 379 338
Rutherford........cocoooiiiiinieie 1997 --- K-5 600 422
South Side.....cceveieiiiiiiieeeeeee 1958 1966/79/95 K-5 770 635
Tri-Community ........cccceeeeeeneeeeeeennene. 1971 1999 K-5 460 397
West Hanover .........ccccoeeevevencnennnn. 1951 1963/2008 K-5 428 470

Elementary Totals: 6,360 5,276
Secondary:
Central Dauphin Middle School ........... 1954 1971/83/2008 6-8 1,378 726
Central Dauphin East Middle School.... 1963 1980/2008 6-8 1,054 653
Central Dauphin East High School....... 1961 1971/80/91/92/2004 9-12 2,183 1,357
Central Dauphin High School............... 2004 - 9-12 2,311 1,672
Linglestown Middle School.................. 1974 2008 6-8 911 701
Swatara Middle School............ccccoc.e..... 1927 1956/83/92/03/2008 6-8 1,032 565

Secondary Totals: 8,869 5,674

Grand Total: 15,229 10,950

Source: School District officials.
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Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and
projection of future enrollments, as reported by the School District’s Administrative officials.

TABLE A-2
CENTRAL DAUPHIN SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments @ Projected Enrollments Q)

School School

Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 4912 5,707 10,619 2015-16 5,485 5,727 11,212
2011-12 5,023 5,588 10,611 2016-17 5,604 5,796 11,400
2012-13 5,079 5,641 10,720 2017-18 5,692 5,892 11,584
2013-14 5,190 5,638 10,828 2018-19 5,784 6,036 11,820
2014-15 5,674 5,276 10,950 2019-20 5,726 6,108 11,834

M Actual Enrollments are as of October 1, 2014. Actual Enrollments are expected to increase as the school year progresses.

@ Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools,
consortium-operated alternative high schools, and juvenile correctional institutions.

Source: Central Dauphin School District officials.

SCHOOL DISTRICT FINANCES
Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Superintendent and Assistant Superintendent for Finance and
Administrative Operations submitted to the School Board for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in
the United States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards
Board pronouncements and Accounting Principles Board opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The government wide
statements report using the economic resources measurement focus and the accrual basis of accounting generally including the
reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long
term debt are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School
District’s financial statements are audited annually by a firm of independent certified public accountants, as required by
Commonwealth law. Zelenkofske Axelrod LLC of Harrisburg, Pennsylvania currently serves as the auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of its Audit which
can be found at http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=ER661363, any
procedure on the financial statements addressed in that report. Such auditor also has not performed any procedures relating to this
Official Statement.
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Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of
Education (“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished
by PDE and submitted to the board of school directors for approval prior to the beginning of each fiscal year on which commences
July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under
Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act
17) all school districts of the first class A, second class, third class and fourth class must adopt a preliminary budget (which must
include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior to the date of the primary election
immediately preceding the beginning of each fiscal year. This preliminary budget must be printed and made available for public
inspection at least 20 days prior to its adoption; the board of school directors may hold a public hearing on the budget; and the board
must give at least 10 days’ public notice of its intent to adopt the preliminary budget prior to its adoption. The board of school
directors shall print the final budget and make it available for public inspection at least 20 days prior to its adoption and shall give
public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public hearing prior to adoption.
Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of school directors
at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to
PDE no later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed
percentage increase in the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and
within 10 days of the receipt of the information about the preliminary budget, but not later than 75 days prior to the upcoming
election, inform the school district whether the proposed percentage increase is less than or equal to the Index. If PDE determines
that a proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter approval for
the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions authorized under The
Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required
(see “The Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less
than one week before submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request,
a notice of the date, time and place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s
request and inform the school district of its decision no later than 55 days prior to the upcoming election so that, if PDE denies the
school district’s request, the school district may submit a referendum question to the local election officials at least 50 days before
the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks
approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not
approved by a majority of the voters voting on the question, the board of school directors may not approve an increase in the tax rate
greater than the applicable Index.
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables A-3
and A-4. Table A-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15
school year, as adopted June 23, 2014, projected revenue of $167,569,364 and expenditures of $168,236,147.

TABLE A-3
CENTRAL DAUPHIN SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET
(Years ending June 30)

2010 2011 2012 2013 2014

ASSETS
Cash and Cash Equivalents...........cccccvvvenennen. $18,967,218 $9,139,456 $10,345,677 $15,342,394 $10,933,834
INVEStMENLS ....ovvveveiieiieieeiee e 2,315,547 12,901,754 12,975,130 13,049,611 12,737,767
Taxes Receivable .......ccocveveeieieniieieciicieienen 2,604,738 2,579,848 2,622,293 11,988,639 2,963,208
Due from other funds.........ccooovevviiieciiniieiene, 2,755,885 1,230,775 1,123,011 1,052,472 1,235,714
Due from Intergovernmental .............ccceceeneene 9,250,040 13,690,801 9,420,229 2,329,490 10,275,140
Other Receivables ........coveveevieieniieieiieieienen, 820,487 536,244 429,530 751,116 688,488
INVENTOTIES ...vveveeeierieiieie e 252,145 203,798 180,404 175,211 156,651

TOTAL ASSETS ..ottt $36,966,060 $40,282,676 $37,096,274 $44,688,933 $38,990,802
LIABILITIES AND FUND EQUITIES
Accounts Payables ........ccccccceveevieniecienieienenne, $ 2,886,437 $ 4,425,415 $ 4,293,236 $ 4,049,243 $3,555,776
Due to other funds.........cccoeeveveecienieienieene, 0 143,330 181,432 5,659,547 1,539,522
Accrued Salaries and Benefits .............cceveneee. 9,957,043 10,106,626 8,126,891 8,261,497 9,017,401
Payroll Deducts & Withholdings ...................... 1,206,451 1,307,827 1,838,102 2,501,682 3,330,746
Deferred inCOme ........ccoeevvevevieieeieieeeereie 1,841,722 2,085,500 1,933,568 2,349,321 2,398,519

TOTAL LIABILITIES........coiveiieeees $15,891,653 $18,068,698 $16,373,229 $22,821,290 $19,841,964
FUND EQUITIES
Non-spendable Fund Balance ................cc.c....... $ 252,145 $ 203,798 $ 180,404 $ 175211 $156,651
Committed Fund Balance............cccccevveuvennnnen. 16,790 6,186,009 6,186,009 6,186,009 6,186,009
Assigned Fund Balance.............coocooeeininenene 8,446,009 4,000,000 4,000,000 4,000,000 4,000,000
Unassigned Fund Balance 12,359,413 11,824,171 10,356,632 11,506,423 8,806,178

TOTAL FUND EQUITIES ...................... $21,074,357 $22,213,978 $20,723,045 $21,867,643 $19,148,838
TOTAL LIABILITIES

AND FUND EQUITIES.......c.cceeieierne. $36,966,010 $40,282,676 $37,096,274 $44,688,933 $38,990,802

Source: School District Annual Financial Reports.

TABLE A-4

CENTRAL DAUPHIN SCHOOL DISTRICT GENERAL FUND*
SUMMARY OF CHANGES IN FUND BALANCE

(Years Ending June 30)
Actual Budget
2010 2011 2012 2013 2014 20157
Beginning Fund Balance................. $12,817,677 $21,074,356 $22,213,979 $20,723,045 $21,867,643 $19,148,836
Revenues over (under) Expenditure.. 8,256,680 1,156,413 803,290 1,144,594 (2,718,807) (666,783)
Prior Period Adjustment ................... 0 (16,791) (2,294,224) 4 0 0
Ending Fund Balance...................... $21,074,356 $22,213,979 $20,723,045 $21,867,643 $19,148,836 $18,482,053

*Totals may not add due to rounding.
(DBudget, as adopted June 23, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $183,214,343 in revenue in 2013-14 and has budgeted revenue of $167,569,364 in 2014-15. Local
sources contributed a decreasing share of total revenue in the past five years, from 73.0 percent in 2009-10 to 65.9 percent 2013-14.
Revenue from Commonwealth sources contributed a decreasing share of total revenue from 21.8 percent to 20.3 percent over this period.
Federal and other revenue increased from 1.5 percent to 12.6 percent during the period.

TABLE A-5
CENTRAL DAUPHIN SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
REVENUES*
(For years ending June 30)

Actual Budget

REVENUE: 2010 2011 2012 2013 2014 20157
Local Sources:
Real Estate Taxes $69,217,433 $70,265,086 $70,181,853 $73,334,773 $73,951,360 $74,731,440
Interim Real Estate 303,969 420,214 241,284 305,751 411,224 300,000
Total Act 511 Taxes 31,167,710 36,246,710 37,815,863 39,984,222 37,280,213 37,710,324
Payment in Lieu of Taxes 47,780 47,393 44,610 46,265 45,877 47,000
Public Utility Realty Tax 150,842 149,046 145,833 146,289 137,574 146,000
Delinquency on Taxes Levied.......c.ccccovveireinenne 3,473,406 3,097,810 3,857,583 3,452,171 3,605,128 3,570,000
Earnings on Investments 3,806,352 123,193 970,603 887,625 850,889 371,441
PA Rev. Rec'd.-Other PA Public Sch..........ccco.e.e. 11,095 174,705 129,028 140,261 149,069 12,000
Federal revenue from other schools .. 1,743,549 1,681,730 1,737,927 1,628,593 1,648,674 1,632,822
Federal ARRA IDEA Pass Through Revenue........ 504,000 0 128,031 69,731 0 0
Receipts from Other LEAS.......cccccovveiveineinenns 1,432,858 2,279,842 1,023,896 1,118,209 961,632 1,025,000
Refund of Prior Year's Expenditures..........cccoo...... 361,953 91,911 72,901 45,420 129,515 0
Rentals 4,450 19,800 6,900 8,400 6,750 8,500
Contributions and Donations from Private Sources 0 0 100,000 41,000 124,742 0
All Other Local Revenues not Specified................ 1,045,660 1,009,909 1,215,594 882,628 1,366,734 1,069,998

Total Local Sources $113,271,055 $115,607,349 $117,671,907 $122,091,337 $120,669,382 $120,624,525
State Sources:
Instructional Subsidy $14,202,921 $16,296,632 $15,565,467 $15,558,347 $16,003,892 $16,003,854
State Subsidies for Charter Schools ....................... 648,890 598,364 0 0 0 0
Tuition for Orphans & Children............cccccceueuneee. 356,868 367,410 246,568 264,877 198,976 265,000
Vocational Education 0 0 0 95 0 0
Alternative Education 116,855 0 0 0 0 0
Ed. Empowerment/Sch. Improvement Grants ........ 0 0 0 0 0 0
Special Education 5,210,769 5,157,997 5,177,527 5,129,786 5,189,387 5,129,786
Transportation 2,923,461 3,174,234 3,038,352 3,088,243 3,253,077 3,721,582
Rental & Sinking Fund Payments ...........c.cccoueuenene 2,101,932 1,690,052 1,833,251 1,905,735 1,452,024 1,610,441
Health Services 200,084 219,023 202,109 190,283 230,248 200,000
State Property Tax Reduction Allocation............... 2,577,799 2,585,573 2,613,831 2,625,294 2,616,334 2,604,354
Revenue for Social Security..........coeceveveriereinnenens 2,629,348 2,574,435 2,463,178 2,440,730 2,472,663 2,524,359
Revenue for Retirement 1,763,143 2,016,834 2,256,536 3,864,506 5,415,228 7,645,726
Project 720/High School Reform ..........cccooevevnienene 22,917 0 0 0 0 0
Classrooms for the Future 0 0 0 0 0 0
PA Accountability Grant 989,584 1,292,560 0 364,588 364,588 1,390,296
Additional Grants not listed elsewhere................... 109,743 (2,309) 0 2,073 0 0
Other Source 40 0 393 640 1,000 3,000

Total State Sources $33,854,355 $35,970,805 $33,397,212 $35,435,198 $37,197,418 $41,098,398
Federal Sources:

Total Federal Sources $5,807,428 $6,379,285 $3,057,737 $3,260,789 $2,275,233 $2,429,487
Other Financing Sources:

Total Other Sources $2,260,000 $699,474 $3,000 $0 $23,072,311 $3,416,954
TOTAL REVENUE $155,192,838 $158,656,913 $154,129,857 $160,787,324 $183,214,343 $167,569,364

*Totals may not add due to rounding.
(UBudget, as adopted June 23, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE A-5
CENTRAL DAUPHIN SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*
(For years ending June 30)

Actual Budget
EXPENDITURES: 2010 2011 2012 2013 2014 2015
Instruction $87,657,003 $92,166,073 $91,822,034 $91,482,615 $96,831,847 $103,935,312
Pupil Personnel 4,896,001 5,276,001 5,192,671 5,433,037 5,608,049 5,706,775
Instructional Staff. 2,581,205 2,915,375 2,308,710 2,830,370 3,597,957 2,485,967
Administration 8,087,939 7,643,442 7,668,538 7,971,978 8,296,301 8,745,917
Pupil Health 1,609,055 1,715,357 1,735,603 1,936,987 2,084,302 2,262,362
Business 846,126 953,196 747,697 774,536 855,185 888,496
Operation and Maintenance.............c.cocoeevveeeeueuenene 12,351,207 13,245,580 12,677,344 12,986,358 14,039,960 13,529,082
Student Transportation 7,702,463 8,219,045 8,209,690 7,605,345 7,717,875 8,072,678
Central 2,831,059 4,128,059 3,774,307 3,894,019 4,213,592 4,799,723
Other Support Services 239,584 229,842 216,664 218,750 200,843 214,961
Non-Instructional Services 852,822 2,534,273 2,606,386 2,613,773 2,792,942 907,364
Refund of Prior Years Receipts..........cceeeevveuennne. 68,896 252,194 46,051 116,420 114,097 0
Debt Service 15,706,453 15,371,593 15,694,971 16,137,542 37,059,465 15,122,735
Fund Transfer 1,506,345 2,850,470 625,901 5,641,000 2,520,735 1,564,775
TOTAL EXPENDITURES.........ccceveveenannnne $146,936,158 $157,500,500 $153,326,567 $159,642,730 $185,933,150 $168,236,147
SURPLUS (DEFICIT) OF
REVENUES OVER EXPENDITURES.......... $8,256,680 $1,156,413 $803,290 $1,144,594 ($2,718,807) ($666,783)

*Totals may not add due to rounding.
(Budget, as adopted June 23, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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In General

TAXING POWERS OF THE SCHOOL DISTRICT

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the

School District is empowered by the School Code and other statutes to levy the following taxes:

1.

A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed
valuation, to be used for general school purposes.

An unlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b.  to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building
Authority;

c.  topay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or
any prior or subsequent act governing the incurrence of indebtedness of the school district; and

d. to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of
July, 1959.

An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.

Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person,
subject, business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax
Enabling Act”). These taxes, which may include, among others, an additional per capita tax, a wage and other earned
income tax, a real estate transfer tax, a gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the
aggregate, an amount equal to the product of the market valuation of real estate in the School District (as certified by the
State Tax Equalization Board of the Commonwealth — “STEB”) multiplied by twelve mills. All local taxing authorities are
required by the Local Tax Enabling Act to exempt disabled veterans and members of the armed forces reserve who are
called to active duty at any time during the tax year from any local services tax and to exempt from any local services tax
levied at a rate in excess of $10 those persons whose total income and net profits from all sources within the political
subdivision is less than $12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require, taxing
authorities to exempt from per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10
or less per year, any person whose total income from all sources is less than $12,000 per year (which include full time
college students with respect to the per capita tax).

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

A-8



The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act”
or “Act 17), a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal
year, raise the rate of any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act
(Act 511), or increase the rate of any tax for school purposes by more than the Index (defined below), unless in each case either (a)
such increase is approved by the voters in the school district at a public referendum or (b) one of the exceptions summarized below
is applicable and the use of such exception is approved by the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school
district which had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of
2004, or (ii) prior to June 27, 2006, in the case of a school district which had not elected to become subject to
Act 72 of 2004; to pay interest and principal on any indebtedness approved by the voters at referendum
(electoral debt); and to pay interest and principal on debt refunding or refinancing debt for which one of the
above exceptions is permitted, as long as the refunding or refinancing incurs no additional debt other than for
costs and expenses related to the refunding or refinancing and the funding of appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under
specified circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the
estimated payments between the current year and the upcoming year is greater than the Index, as determined by
PDE in accordance with the provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed
the anticipated dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to
any other exception enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s
petition or request to increase taxes by more than the Index pursuant to one or more of the allowable exceptions is not approved, the
school district may submit the proposed tax increase to a referendum.

The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is
the average of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and
Industry for the preceding calendar year, and the employment cost index for elementary and secondary schools, as reported by the
federal Bureau of Labor Statistics for the preceding 12-month period beginning July 1 and ending June 30. If and when a school
district has a Market Value/Income Aid Ratio greater than 0.40 for the prior school year, however, the Index is adjusted upward by
multiplying the unadjusted Index by the sum of 0.75 and such Aid Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.4%
2012-13 1.7
2013-14 1.7
2014-15 2.1
2015-16 1.9

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election
seeking voter approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”)
and use the proceeds to reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved
by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal
election in any year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and
farmstead exclusions, but the proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum
homestead and farmstead exclusions allowable under law.

The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum
requirement is expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The
School District believes that it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt
service on the Bonds without exceeding the 2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a
result of the other available and approved (non-debt related) exceptions to the Index).
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Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an
occupation tax to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal
income tax in accordance with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace
an occupation tax, the board of school directors must first hold at least one public hearing on the matter and then place a binding

referendum question on the ballot at a general or municipal election for approval by the voters.
The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes
for the school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year
that includes an estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total

budgeted expenditures, as set forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a
Percentage of Total budgeted Expenditures:

Total Budgeted Expenditures

Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%

8.0%

Greater than or equal to $19,000,000

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is
appropriable for expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the
school year for which a school district’s budget was adopted and held in the general fund accounts of the school district.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Tax Levy Trends

Table A-6 shows the recent trend of tax rates levied by the School District. Table A-7 shows the comparative trend of real
property tax rates for the School District, Dauphin County and the municipalities within the School District.

TABLE A-6
CENTRAL DAUPHIN SCHOOL DISTRICT
TAX RATES
Real Estate
Real Estate Earned Income Transfer
Fiscal Year Mills (%) (%)
13.8600 1.5% 0.5%
13.8600 1.5% 0.5%
201213 e 14.3173 1.5% 0.5%
201314 oo 14.3173 1.5% 0.5%
201415 oo 14.6008 1.5% 0.5%
Source: School District officials.
TABLE A-7
CENTRAL DAUPHIN SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)"
2010-11 2011-12 2012-13 2013-14 2014-15
School DIStriCt.........cccevveieieiereiieeee 13.8600 13.8600 14.3173 14.3173 14.6008
Municipalities within School District: 2010 2011 2012 2013 2014
Dauphin Borough .........cccceevevivvenieniennns 5.0000 5.0000 5.0000 5.0000 5.0000
Lower Paxton Township...........cceeeevennne 0.6815 0.9410 1.3000 1.3000 1.3000
Middle Paxton Township..........ccccceevennenne 0.0000 0.0000 0.0000 0.0000 0.0000
Paxtang Borough ..........cccoeevevieienenieins 9.6000 9.6000 10.7300 10.7300 11.2300
Penbrook Borough...........cccvevvvvenieneennnns 8.2000 8.4500 9.4500 9.4500 9.7000
Swatara TOWNShip ......ccecveveveeveneeienieiens 1.7900 1.7900 3.3957 3.7639 3.7638
West Hanover Township 0.9149 0.9149 1.1857 1.2534 1.2534
Dauphin County® ...........ccooccovvev... 6.8760 6.8760 6.8760 6.8760 6.8760

(MSchool District’s Fiscal Year begins July 1 and ends June 30.
@Does not include County Library Tax.
Source: PA Department of Community Economic Development: www.newpa.com.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Real Property Tax

The real property tax (excluding delinquent collections) produced $73,951,360 in 2013-14, approximately 40.4 percent of
revenues. The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year. Taxpayers
who remit within two months of July 1 receive a 2 percent discount, and those who remit subsequent to October 31 are assessed a 10

percent penalty.

The following tables summarize recent trends of assessed and market valuations of real property and real property tax
collection data. The countywide assessment in Dauphin County became effective in 2001.

TABLE A-8

CENTRAL DAUPHIN SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market Assessed
Fiscal Year Value Value Ratio
201011 ceeiiieee e $6,582,422.473 $5,578,361,450 84.75%
201112 e 6,637,491,946 5,621,115,973 84.69%
2012-13 e 6,829,492,990 5,644,491,150 82.65%
201314 oo 6,863,020,931 5,689,711,750 82.90%
2014-15% oo 6,829,492,990 5,712,487,350 83.64%
*Budgeted, taken from the PDE 2028 Budget Report.
Source: Pennsylvania State Tax Equalization Board.
TABLE A-9
CENTRAL DAUPHIN SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY
2012-13 2012-13 2013-14 2013-14
Market Assessed Market Assessed
Value Value Value Value
School District ..........ccccovennee. $ 6,829,492,990 $ 5,644,491,150 $ 6,863,020,931 $ 5,689,711,750
Dauphin Borough 36,864,687 30,887,300 36,880,609 30,900,300
Lower Paxton Township............ 3,646,200,828 3,028,015,900 3,647,591,591 3,038,097,800
Middle Paxton Township .......... 379,233,677 309,966,600 386,412,363 315,461,500
Paxtang Borough 79,821,566 64,593,700 79,975,044 64,604,600
Penbrook Borough..................... 110,139,384 88,793,750 104,730,601 88,164,050
Swatara Township..........c.......... 1,765,957,780 1,452,698,700 1,781,046,203 1,469,822,400
West Hanover Township .. 811,275,068 669,535,200 826,384,520 682,661,100

Dauphin County ....................... 17,749,782,221

14,533,333,450

17,943,174,947

14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE A-10
CENTRAL DAUPHIN SCHOOL DISTRICT
ASSESSMENT BY LAND USE
2009-10 2010-11 2011-12 2012-13 2013-14

Residential.........oo...... $3,574,948,100 $3,649,886,500 $3,686,946,023 $3,712,965,000 $3,870,323,550
LOtSuveerereeeeeeereseereeeeens 78,229,900 77,257,800 74,493,700 74,785,200 72,049,100
Industrial ......... 287,075,700 287,277,000 281,898,800 284,778,500 272,747,600
Commercial ...... 1,475,498,950 1,489,369,950 1,495,686,650 1,487,336,850 1,392,540,200
Agriculture ....... 68,421,900 68,503,600 66,534,600 63,157,100 60,185,600
Land/Other ... 7,490,200 6,066,600 5,805,500 11,721,700 11,708,300
Seasonal...... 0 0 1,625,900 1,638,200 1,677,400
Trailers ...... 0 0 8,124,800 8,108,600 8,480,000

Totals.....oeevvveeee. $5,491,664,750

$5,578,361,450

$5,621,115,973

$5,644,491,150

$5,689,711,750

Source: Pennsylvania State Tax Equalization Board.
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TABLE A-11

CENTRAL DAUPHIN SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Assessed
Fiscal Year Valuation
2010-11.ccuveennnns $5,578,361,450

2011-12
2012-13
2013-14
2014-15 (est.) .......

5,621,115,973
5,644,491,150
5,702,559,450
5,712,487,350

Current Current Year Total

Adjusted Collections Collections Collections
Mills Levied Amount® as Percent Amount®
13.8600 $77,316,090 $70,265,086 90.88% $71,667,070
13.8600 77,908,667 70,181,853 90.08% 71,983,035
14.3173 80,813,873 73,334,773 90.75% 74,859,133
14.3173 81,645,254 73,346,084 89.84% 74,870,444

14.6008 83,407,368 75,398,222 90.40% *

Total
Collections
as Percent

92.69%
92.39%
92.63%
91.70%

*

(MIncludes penalties less discounts and exonerations.

@Includes delinquent realty taxes collected.
*Still in collection process.
Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table A-12. The
aggregate assessed value of these ten taxpayers totals approximately 3.41 percent of total assessed value.

TABLE A-12

CENTRAL DAUPHIN SCHOOL DISTRICT

TEN LARGEST REAL PROPERTY TAXPAYERS

2014-2015

Owner Assessed Value
Catalina Partners LP $ 30,343,500
CSC Colonial Commons Partnerships 21,553,900
Gershman Joel 20,955,500
Point Associates LP 20,640,700
Lakewood Hills Partners LP 20,175,900
Prologis NA3 PA 11 LP 18,857,700
Harrisburg Mall LP 17,650,000
SHH Partners LP 15,813,000
Eagles Crest LLLP 14,453,700
Emerald Pointe LP 12,100,700

Total $192,544,600

Source: School District officials. Represents certain significant holdings as reported by local tax collectors.

Other Taxes

Under Act 511, the School District produced $37,280,213 in other taxes in 2013-14. Among the taxes authorized by Act
511, the School District currently levies the Wage & Income Tax and Real Estate Transfer Tax. The Act 511 limit, for 2013-14
equal to 12 mills on the market value of real property, was $82,356,251.

Wage & Income Tax. The School District levies and receives a tax of 1.50%. In 2013-14 the collected portion of this tax
yielded $35,738,448 or 19.5 percent of the School District’s total revenue.

Real Estate Transfer. A tax of 0.50% of the value of real estate transfers in 2013-14 yielded $1,541,765 or less than one
percent of the School District’s total revenue.
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Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to
statutory provisions and annual appropriation by the Pennsylvania General Assembly.

A basic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real
property in the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as
compared with the tax effort of other school districts in the Commonwealth. Subsidies for special education, pupil transportation,
vocational education, health service and debt service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a
portion of debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based
on the "Reimbursable Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid
Ratio”) or 50.00%. The School District officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum
of 56.72 percent. The applicable factor in determining reimbursement from the Commonwealth on the debt service of the Bonds
only is estimated to be 50.00%. The product of these two factors is 28.36 percent which is the maximum potential percentage of
debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement
Table A-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE A-13
CENTRAL DAUPHIN SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding_
General Obligation Bonds, Series 0f 2014 .........cccceevivieniniininienenieiee $18,110,000
General Obligation Bonds, Series 0f 2011 .......cccoecveviivieniieieiecieieeieiene 3,115,000
General Obligation Bonds, Series of 2010 (remaining portion)................. 8,085,000
General Obligation Bonds, Series of 2006V 74,865,000
General Obligation Bonds, Series A 0f 2006 ..........cccoeevevieeieriencvenieeieiene 36,135,000

TOTAL NONELECTORAL DEBT ....ccvievieeeieceeeeeeeeeeeee e $140,310,000
LEASE RENTAL DEBT
State Public School Building Authority®

Guaranteed School Lease Revenue Bonds, Series of 2015 ................... $9,007,801

TOTAL LEASE RENTAL DEBT .....oooveeteeeeeeeeeeeeeeeeeee e $9,007,801

TOTAL PRINCIPAL OF DIRECT DEBT ....coovviivieeeeeeeeeeeeeeee $149,317,801

*Includes the Bonds offered through this Official Statement.
(DSee “Related Interest Rate Swap Agreement” herein.

@Represents the School District’s allocable 46.42% pro-rata share of the total principal amount of $19,405,000 for the Dauphin
County Technical School Project.
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Table A-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the

principal of direct debt of the School District will total $149,317,801.

Commonwealth Aid, the local effort of direct debt will total $133,997,974.

TABLE A-14

CENTRAL DAUPHIN SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

After adjustment for available funds and estimated

DIRECT DEBT

Nonelectoral Debt

Lease Rental Debt

TOTAL DIRECT DEBT ..ottt
OVERLAPPING DEBT

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aig®"

$140,310,000 $127,544,786
9,007,801 6,453,189

$149,317,801

$133,997,974

Dauphin County, General Obligation™ ...............ccocovveveoeereeeeeeeeeeeeecersnnnn.

Municipal Debt

TOTAL OVERLAPPING DEBT

TOTAL DIRECT AND OVERLAPPING DEBT .....ccceiviviiiiicineiee

DEBT RATIOS

$130,659,962
163,968,434

$130,659,962
163,968,434

$294,628,396

$294,628,396

$443,946,197

$428,626,370

Per Capita (2010)....ccueieeeieeiieierieeierie et ie sttt et nae e neeae e
Percent 2013-14 Assessed ValUe.........ccoueeeveiiiiieiieiecciee e
Percent 2013-14 Market ValUue.........cooovvieereiiiiieiieiecceece e

$4,910.85
7.80%
6.47%

$4,741.39
7.53%
6.25%

*Includes the Bonds offered through this Official Statement.
MDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of

School District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.
@Pro rata 38.48 percent share of $339,583,901 principal amount outstanding.
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s
“Borrowing Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act)
for the three full fiscal years ended next preceding the date of incurring debt. The School District calculates its present borrowing
base and borrowing capacity as follows:

Total ReEVENUES FOI 20T 112 ..uviiiieiiieeieie et e et e e e e e e e eaaeeeeteeeeeaeeeenaneeeenans $152,293,606
Total ReEVENUES TOr 2012-13 .. .ooiiieeiiieiie ettt et e et e e e e e e e eeaaeeeeaeeeeeaeeeenaneeeenans 158,881,589
Total Revenues fOr 2013-14 ...ttt e et e et e e et e e e ta e e e etae e e eaaeeeesaeaeaees 160,666,745

TOMAL ettt ettt ettt ettt ettt e teete et et et et erteteeteebe et et et et ereereereeretens $471,841,940
Annual Arithmetic Average (Borrowing Base) .........cceecveriirieniiiiieniieierieeeseeese et $157,280,647

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the
aggregate net principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding,
would cause the net nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the
aforesaid percentage to the School District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity

Net Nonelectoral Debt and Lease Rental Debt Limit:

225% of Borrowing Base $353,881,455 $149,317,801 $204,563,654

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of
principal of debt estimated to be reimbursed by Commonwealth Aid.

Related Interest Rate Swap Agreement

On May 25, 2010, the School District entered into a fixed to floating rate swap (the “2010 Variable Rate Swap”) with the
Royal Bank of Canada (“RBC”), relating to a portion of the School District’s General Obligation Bonds, Series of 2006 (the “2006
Bonds™). The 2010 Variable Rate Swap is in the amount of $45,000,000. The School District entered into contract with RBC, or
swap counterparty, which granted RBC the option, if exercised, to place the School District in a swap where the School District will
pay to RBC the Securities Industry and Financial Markets Association Municipal Swap Index Rate (“SIFMA”), while RBC will pay
to the School District a fixed interest rate of 4.00% per annum. RBC will pay the District an option premium which will be eight
semi-annual payments of $257,350 (for a total of $2,058,800) made on August 1 and February 1, beginning on August 1, 2010 and
ending on February 1, 2014. RBC has the option on February 28, 2014 (the “Exercise Date”), which is 30 days prior to April 1,
2014 (the “Effective Date”) to place the District into the fixed receiver swap. If RBC does not exercise the option, the option expires
and the 2010 Swap terminates and RBC loses its right to place the District into the fixed receiver swap. If the option is exercised,
the 2010 Variable Rate Swap will remain in effect until February 1, 2030, the final maturity date of the 2006 Bonds, or as long as the
2006 Bonds are outstanding, unless terminated under the provisions of the 2010 Variable Rate Swap. The School District has
pledged its full faith, credit and taxing power for the budgeting, appropriation and payment of periodic scheduled payments (not
termination payments) due under the 2010 Variable Rate Swap Agreement on a parity basis with principal and interest payments due
on the 2006 Bonds.

On October 14, 2010, the School District entered into a floating to floating interest rate swap (the “2010 Basis Swap”)
agreement with RBC, relating to a portion of the 2006 Bonds. The notional amount of the 2010 Basis Swap is in the amount of
$45,000,000. The School District entered into this contract with RBC, the provisions of which provide that the School District will
pay to RBC the SIFMA rate, while RBC pays to the School District 70% of three-month LIBOR plus 0.50%. The 2010 Basis Swap
on will remain in effect until February 1, 2030, the final maturity date of the 2006 Bonds, or as long as the 2006 Bonds are
outstanding, unless terminated under the provisions of the 2010 Basis Swap. The 2010 Basis Swap may also become related to any
subsequent refunding of the 2006 Bonds. The School District will pledge its full faith, credit and taxing power for the budgeting,
appropriation and payment of periodic scheduled payments (not termination payments) due under the 2010 Basis Swap Agreement
on a parity basis with principal and interest payments due on the 2006 Bonds.
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Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing
The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
LABOR RELATIONS
School District Employees

The teachers, nurses, and guidance counselors of the School District are represented by the Central Dauphin Education
Association (CDEA) which is part of the Pennsylvania State Education Association. The CDEA currently represents 856
professionals. The professional employees are working under the terms of a five-year contract which expired on June 30, 2014
(negotiations are currently underway). There are approximately 73 administrative and confidential employees who are covered by
an agreement, which has been extended and expired on June 30, 2014 (negotiations are currently underway). The custodial and
maintenance personnel (approximately 90 employees) are represented by District Council 90 of the American Federation of State,
County and Municipal Employees (AFSCME). Their four-year contract expires June 30, 2016. The School District clerical workers
(approximately 221 employees) are represented by Central Dauphin Education Support Personnel Association (PSEA). Their two-
year contract expires on June 30, 2015.

Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public
School Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work
more than 80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However,
please note a Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS
regarding the purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of
increasing their pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution
rate of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate
of 25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established
under Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System.
Based on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer
contributions of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of
the total employer contribution rate. Contributions for the School District are as follows:

2010-11 $ 3,926,461
2011-12 5,880,622
2012-13 8,009,692
2013-14 11,334,226

2014-15 (Budget) 15,383,872

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the
largest source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1
billion in net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their
membership class and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-
16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
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Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for
current and future retired employees, and to provide retirement severance pay for existing employees. The School District has
become subject to the requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial
statements for the fiscal year ending June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial
Statements - Note 14 — Postemployment Benefits Plan” which can be found at:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=ER661363

CENTRAL DAUPHIN SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING

Existing Continuing Disclosure Filing History

The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its
previously issued bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating
information during the past five (5) years is outlined in the table below.

Fiscal Year ‘ Filing ‘ Financial Statements Budget Operating Data
Ending ‘ Deadline " Filing Date EMMA ID Filing Date EMMA ID ™ Filing Date EMMA ID ™

6/30/2010 12/27/2010 12/20/2010 EA399185 12/20/2010 EA399185 12/20/2010 EA399185
6/30/2011 12/27/2011 12/23/2011 ER469189 12/23/2011 ER469189 12/23/2011 ER469189
6/30/2012 12/27/2012 12/20/2012 EA429615 12/20/2012 EA429615 12/20/2012 EA429615
6/30/2013 12/27/2013 12/20/2013 ER595436 12/20/2013 ER595436 12/20/2013 ER595436
6/30/2014 12/27/2014 12/22/2014 ER661363 12/22/2014 ER661363 12/22/2014 ER661363
Notes

1 For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=

Based on the information above, the School District’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2011, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2012, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2013, the School District filed its annual financial and operating data in a timely manner.

For fiscal year ending June 30, 2014, the School District filed its annual financial and operating data in a timely manner.
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THE SCHOOL DISTRICT
Introduction

The Derry Township School District is located in southern Dauphin County (the “County”), approximately 10 miles southeast of
Harrisburg. The School District shares a common border with Derry Township, which is primarily a residential/suburban area. The School
District is centered around and includes the unincorporated community of Hershey. Primary road access to the School District is provided by
U.S. Highway 322, 422, Interstate 76 (the Pennsylvania Turnpike) which runs from east to west and Interstate 81 which runs north to south.

Major Developments in the School District

Derry Township is the headquarters for the Hershey Company and Hershey Entertainment & Resorts Company (“HERCO”) in
Hershey, Pennsylvania. HERCO owns and operates Hersheypark, which is an amusement park, the Hotel Hershey, the Hershey Lodge and
Convention Center, Hersheypark Arena and Stadium, the Hershey Museum of American Life, the Hershey Gardens with their award winning
rose garden. Chocolate World, the official Visitors Center of the Hershey Company, is also located in Derry Township. The Township of Derry
Industrial and Commercial Development Authority opened the Giant Center, a 10,500 seat sports and entertainment facility on property leased
from HERCO adjacent to Hersheypark.

Organization and Administration

The present School District was organized in 1914 and operates under the Pennsylvania School Code which was adopted in 1949. The
School District is coterminous with Derry Township.

The School District is governed by a board of nine School Directors (the “School Board”) who are residents within the School District
and who are elected for four-year terms on a staggered basis. The daily operations and management of the School District are performed by a
central administrative staff which is led by the School District Superintendent who is appointed by the School Board. The Superintendent is
supported by a Board Secretary, Business Manager and Assistant Superintendent, which are further supported by coordinators and supervisors in
specialty fields.
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School Building Facilities

The School District presently operates an early childhood center, one elementary school building, one middle school building and one
high school building. An inventory of existing facilities is listed as follows:

TABLE B-1
DERRY TOWNSHIP SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition / Rated
Construction Renovation Grades Pupil 2014-15
Building Date Date (s) Housed Capacity  Enrollment
Elementary:
Hershey Early Childhood Center.......... 2002 - K-1 750 384
Hershey Primary /Intermediate
Elementary School ................ 1954 1991 2-5 1,470 996

Elementary Totals: 2,220 1,380
Secondary:
Hershey Middle School........................ 1966 2013 6-8 1,055 868
Hershey High School .... 1996 2007 9-12 1,380 1,159

Secondary Totals: 2,435 2,027

Grand Total: 4,655 3,407

Source: Derry Township School District officials.
Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and projection
of future enrollments, as reported by the School District’s Administrative officials.

TABLE B-2
DERRY TOWNSHIP SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments @ Projected Enrollments @

School School
Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 1,876 1,737 3,613 2015-16 1,775 1,944 3,719
2011-12 1,856 1,732 3,588 2016-17 1,734 1,981 3,715
2012-13 1,825 1,780 3,605 2017-18 1,679 1,996 3,675
2013-14 1,723 1,728 3,451 2018-19 1,652 1,990 3,642
2014-15 1,679 1,720 3,399 2019-20 1,567 2,023 3,590

M Actual Enrollments are as of October 1, 2014. Actual Enrollments are expected to increase as the school year progresses.

@ Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools, consortium-
operated alternative high schools, and juvenile correctional institutions.

Source: Derry Township School District officials.
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SCHOOL DISTRICT FINANCES
Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of Education. An
annual operating budget is prepared by the Superintendent and Business Manager and submitted to the School Board for approval prior to the
beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in the United
States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards Board pronouncements
and Accounting Principles Board opinions issued on or before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements, in which case, GASB prevails. The government wide statements report using the economic resources measurement
focus and the accrual basis of accounting generally including the reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long term debt
are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School District’s financial
statements are audited annually by a firm of independent certified public accountants, as required by Commonwealth law. Waggoner, Frutiger
& Daub of Camp Hill, Pennsylvania currently serves as the auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of its Audit which can be found at
http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=EA528055, any procedure on the financial
statements addressed in that report. Such auditor also has not performed any procedures relating to this Official Statement.

Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of Education
(“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished by PDE and submitted
to the board of school directors for approval prior to the beginning of each fiscal year on which commences July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under Pennsylvania Act
No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act 1”) all school districts of the
first class A, second class, third class and fourth class must adopt a preliminary budget (which must include estimated revenues and expenditures
and proposed tax rates) no later than 90 days prior to the date of the primary election immediately preceding the beginning of each fiscal year.
This preliminary budget must be printed and made available for public inspection at least 20 days prior to its adoption; the board of school
directors may hold a public hearing on the budget; and the board must give at least 10 days’ public notice of its intent to adopt the preliminary
budget prior to its adoption. The board of school directors shall print the final budget and make it available for public inspection at least 20 days
prior to its adoption and shall give public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public
hearing prior to adoption. Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of
school directors at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to PDE no
later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed percentage increase in
the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and within 10 days of the receipt of the
information about the preliminary budget, but not later than 75 days prior to the upcoming election, inform the school district whether the
proposed percentage increase is less than or equal to the Index. If PDE determines that a proposed tax increase will exceed the Index, the school
district must reduce the proposed tax increase, seek voter approval for the tax increase at the upcoming election, or seek approval to utilize one
of the referendum exceptions authorized under The Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required (see “The
Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less than one week before
submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request, a notice of the date, time and
place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s request and inform the school district of its
decision no later than 55 days prior to the upcoming election so that, if PDE denies the school district’s request, the school district may submit a
referendum question to the local election officials at least 50 days before the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks approval to

utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not approved by a majority of
the voters voting on the question, the board of school directors may not approve an increase in the tax rate greater than the applicable Index.
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables B-3 and B-4.
Table B-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15 school year, as adopted

June 23, 2014, projected revenue of $57,093,301 and expenditures of $57,134,717, which includes a budgetary reserve of $300,000.

TABLE B-3
DERRY TOWNSHIP SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET

(Years ending June 30)
2010 2011 2012 2013 2014
ASSETS
Cash and Cash Equivalents ..................... $9,428,449 $9,990,149 $8,315,250 $12,192,341 $12,204,966
Taxes Receivable................... 1,010,314 1,311,416 1,280,165 1,288,918 1,194,474
Interfund Receivable ................ 753,021 908,102 876,641 0 0
Intergovernmental Receivable... 2,731,813 2,881,406 2,650,308 3,047,594 2,483,075
26,168 176,723 1,033,392 154,390 132,296
149,904 141,521 149,287 167,992 158,965
0 0 0 0 15,662
703,251 661,184 620,946 612,715 564,247
TOTAL ASSETS......ooovieeeveereee $14,802,920 $16,070,501 $14,925,989 $17,463,950 $16,753,685
LIABILITIES
Accounts Payable ..........ccccoevevienienennne, $2,075,623 $1,426,274 $1,614,122 $1,658,548 $1,379,866
Accrued Salaries and Benefits................. 2,806,909 2,979,665 2,714,155 3,075,324 3,665,089
Interfund Payables.........ccccoovveveereerennnne. 876,194 2,400,501 1,463,741 3,241,383 2,164,833
Payroll Deductions and Withholdings..... 207,150 200,952 349,994 270,918 279,146
Deferred Revenues.............. 1,222,432 1,262,896 1,091,426 1,238,978 1,091,253
Other Current Liabilities 244,494 213,900 3,876 6,002 3,876
TOTAL LIABILITIES $7,432,802 $8,484,188 $7,237,314 $9,491,153 $8,584,063
FUND EQUITIES
Non-spendable Fund Balance.................. $149,904 $802,705 $770,233 $780,707 $738,373
Restricted Fund Balance............ 703,251 25,000 0 0 0
Committed Fund Balance...... 2,579,161 2,884,692 2,884,692 2,986,398 2,884,692
Unassigned Fund Balance ............ 3,937,802 3,873,916 4,033,750 4,205,692 4,546,057
TOTAL FUND EQUITIES............... $7,370,118 $7,586,313 $7,688,675 $7,972,797 $8,169,622
TOTAL LIABILITIES
AND FUND EQUITIES.................... $14,802,920 $16,070,501 $14,925,989 $17,463,950 $16,753,685

Source: School District Annual Financial Reports.

B-4



TABLE B-4
DERRY TOWNSHIP SCHOOL DISTRICT GENERAL FUND*
SUMMARY OF CHANGES IN FUND BALANCE

(Years Ending June 30)

Actual Budget

2010 2011 2012 2013 2014 2015
Beginning Fund Balance.................... $6,785,868 $7,370,118 $7,586,313 $7,688,676 $7,972,797 $8,169,623
Prior Period Adjustment..................... 0 1,475 0 0 0 0

Surplus (Deficit) of Revenue

over Expenditures.........ccoceeeeuennene 584,250 214,720 102,362 284,121 196,826 (41,416)
Ending Fund Balance..............c.c...... $7,370,118 $7,586,313 $7,688,676 $7,972,797 $8,169,623 $8,128,207

*Totals may not add due to rounding.
(DBudget, as adopted June 23, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $55,568,751 in revenue in 2013-14 and has budgeted revenue of $57,093,301 in 2014-15. Local sources
contributed a decreasing share of total revenue in the past five years, from 85.5 percent in 2009-10 to 80.6 percent 2013-14. Revenue from
Commonwealth sources contributed an increasing share of total revenue from 13.5 percent to 14.9 percent over this period. Federal and other

revenue increased from 1.1 percent to 4.5 percent during the period.

TABLE B-5
DERRY TOWNSHIP SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
REVENUES*
(For years ending June 30)

Actual Budget

REVENUE: 2010 2011 2012 2013 2014 20157
Local Sources:
Real Estate Taxes $29,599,645 $30,933,482 $31,122,401 $32,696,082 $32,789,423 $33,830,050
Interim Real Estate 227,126 93,420 285,800 245,971 120,352 125,000
Total Act 511 Taxes 7,503,690 7,467,733 8,156,416 8,187,329 8,435,818 8,376,000
Payment in Lieu of Taxes 945,978 910,461 777,417 810,375 941,003 949,783
Public Utility Realty Tax 53,087 54,383 53,548 54,064 51,599 51,000
Delinquency on Taxes Levied 915,988 1,024,438 1,031,580 933,989 1,303,008 1,000,000
Earnings on Investments 145,148 85,523 67,663 69,669 68,173 75,000
Revenue from Student Activities.........ocovveerieeriereeenennns 48,576 122,688 237,483 223,047 179,915 185,000
State Revenue Received from Other PA Public Schools . 605 11,237 248 6,771 329 0
Federal IDEA Pass Through Revenue.........c.cccoveveueennene 452,936 445,400 467,761 482,333 450,498 450,000
Federal ARRA IDEA Pass Through Revenue................. 429,264 79,102 0 0 0 0
Rentals 28,867 24,994 29,110 35,714 47,188 33,000
Contributions and Donations from Private Sources......... 1,953,430 1,788,229 4,000 40,164 5,188 0
Summer School Tuition 39,985 38,217 41,166 5,955 47,259 0
Receipts from Other LEAS in PA - Education................. 367,675 565,569 534,669 454,868 282,963 0
Other Tuition from Patrons 17,217 19,683 13,571 15,385 15,145 517,000
Refund of Prior Years' Expenditures...........cccoccoveveienenene 7,522 40,214 105,491 62,969 56,597 0
All Other Local Revenues not Specified ..........cccccceeneene 15,054 9,507 18,701 6,239 16,055 10,000

Total Local Sources $42,751,794 $43,714,280 $42,947,025 $44,330,924 $44,810,512 $45,601,833
State Sources:
Instructional Subsidy $1,806,492 $1,829,932 $2,071,971 $2,065,008 $2,182,647 $2,182,646
Charter Schools 129,906 112,995 0 0 0 0
Tuition for Orphans & Children 67,246 39,246 59,429 74,711 32,178 60,000
Driver Education 5,265 5,795 5,385 5,425 0 0
Special Education 1,403,371 1,416,640 1,396,991 1,422,855 1,418,558 1,396,991
Transportation 528,631 497,032 487,579 493,080 475,358 508,984
Rentals and Sinking Fund Payments ...........cccoccoveeennenne 455,184 399,213 386,884 388,064 390,004 338,832
Health Services 85,615 74,371 76,257 75,922 75,738 76,000
State Property Tax Reduction Allocation .............c..eceuee 660,499 661,841 661,112 664,215 662,753 664,581
PA Accountability Grant 174,945 164,052 64,454 64,454 64,454 64,454
Revenue for Social Security 848,591 880,759 892,103 878,657 901,706 985,065
Revenue for Retirement 535,370 652,574 1,037,415 1,456,524 2,067,362 2,694,295
Classrooms for the Future 25,000 0 0 0 0 0
Other 0 0 0 100,687 0 0

Total State Sources $6,726,117 $6,734,448 $7,139,580 $7,689,602 $8,270,758 $8,971,848
Federal Sources:

Total Federal Sources $528,257 $820,310 $347,130 $775,630 $426,240 $421,600
Other Financing Sources:

Total Other Sources $0 $25,834 $1,898,642 $2,421,418 $2,061,241 $2,098,020
TOTAL REVENUE $50,006,167 $51,294,872 $52,332,377 $55,217,574 $55,568,751 $57,093,301

*Totals may not add due to rounding.
(MBudget, as adopted June 23, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE B-5
DERRY TOWNSHIP SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*
(For years ending June 30)

Actual Budget

EXPENDITURES: 2010 2011 2012 2013 2014 2015%
Instruction $25,477,513 $24,811,460 $26,670,683 $27,899,803 $28,317,736 $31,105,623
Pupil Personnel 1,516,604 1,508,558 1,575,485 1,596,415 1,831,418 1,947,000
Instructional Staff 2,002,223 2,132,680 2,017,497 1,976,171 1,953,457 2,169,867
Administration 3,057,458 3,404,341 3,436,537 3,300,756 3,639,908 3,997,581
Pupil Health 420,765 349,282 397,109 453,302 476,296 537,239
Business 678,344 950,960 753,790 782,831 680,769 890,513
Operation and Maintenance ..............c.cc.ocee.... 4,388,794 4,996,565 4,809,942 4,475,495 4,751,871 4,886,444
Student TranSportation.............cceeeeeererereenes 1,803,128 1,993,969 2,156,833 2,190,525 2,354,093 2,642,462
Central 1,264,461 1,218,651 1,152,289 1,368,421 1,240,205 1,233,376
Other Support Services ...........eeeueueerererernenes 49,143 53,564 51,488 51,788 51,464 52,000
Non-Instructional Services............ccceeveeuvennenn. 356,051 1,162,935 1,135,285 1,174,155 1,182,246 1,268,787
Fac. Acq. Const. and Improvement................. 0 0 0 746,844 0 0
Refund of Prior Years Receipts...........ccc...... 545 15,590 47,126 225,617 7,292 0
Debt Service 293,509 288,162 287,721 283,495 289,408 297,631
Fund Transfer 8,113,379 8,193,435 7,738,230 8,407,835 8,595,762 5,806,194
Budgetary Reserve 0 0 0 0 0 300,000

TOTAL EXPENDITURES. ..........cccceueee $49,421,917 $51,080,152 $52,230,015 $54,933,453 $55,371,925 $57,134,717
SURPLUS (DEFICIT) OF

REVENUES OVER EXPENDITURES. ... $584,250 $214,720 $102,362 $284,121 $196,826 ($41,416)

*Totals may not add due to rounding.
(DBudget, as adopted June 23, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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TAXING POWERS OF THE SCHOOL DISTRICT
In General

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the School
District is empowered by the School Code and other statutes to levy the following taxes:

1. A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed valuation, to be
used for general school purposes.

2. Anunlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b. to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building Authority;

c.  to pay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or any prior or
subsequent act governing the incurrence of indebtedness of the school district; and

d. to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of July, 1959.

3. An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.

4. Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person, subject,
business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax Enabling Act”). These
taxes, which may include, among others, an additional per capita tax, a wage and other earned income tax, a real estate transfer tax, a
gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the aggregate, an amount equal to the product of the
market valuation of real estate in the School District (as certified by the State Tax Equalization Board of the Commonwealth — “STEB”)
multiplied by twelve mills. All local taxing authorities are required by the Local Tax Enabling Act to exempt disabled veterans and
members of the armed forces reserve who are called to active duty at any time during the tax year from any local services tax and to
exempt from any local services tax levied at a rate in excess of $10 those persons whose total income and net profits from all sources
within the political subdivision is less than $12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require,
taxing authorities to exempt from per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10 or
less per year, any person whose total income from all sources is less than $12,000 per year (which include full time college students
with respect to the per capita tax).

The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act” or “Act 17),
a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal year, raise the rate of
any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act (Act 511), or increase the rate of any
tax for school purposes by more than the Index (defined below), unless in each case either (a) such increase is approved by the voters in the
school district at a public referendum or (b) one of the exceptions summarized below is applicable and the use of such exception is approved by
the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school district which
had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of 2004, or (ii) prior to June
27, 2006, in the case of a school district which had not elected to become subject to Act 72 of 2004; to pay interest and
principal on any indebtedness approved by the voters at referendum (electoral debt); and to pay interest and principal on debt
refunding or refinancing debt for which one of the above exceptions is permitted, as long as the refunding or refinancing
incurs no additional debt other than for costs and expenses related to the refunding or refinancing and the funding of
appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under specified
circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the estimated payments
between the current year and the upcoming year is greater than the Index, as determined by PDE in accordance with the
provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed the anticipated
dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to any other exception
enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s petition or request to increase taxes by
more than the Index pursuant to one or more of the allowable exceptions is not approved, the school district may submit the proposed tax
increase to a referendum.
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The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is the average
of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and Industry for the preceding
calendar year, and the employment cost index for elementary and secondary schools, as reported by the federal Bureau of Labor Statistics for the
preceding 12-month period beginning July 1 and ending June 30. If and when a school district has a Market Value/Income Aid Ratio greater
than 0.40 for the prior school year, however, the Index is adjusted upward by multiplying the unadjusted Index by the sum of 0.75 and such Aid

Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.4%
2012-13 1.7
2013-14 1.7
2014-15 2.1
2015-16 1.9

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election seeking voter
approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”) and use the proceeds to
reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal election in any
year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and farmstead exclusions, but the
proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum homestead and farmstead exclusions allowable

under law.
The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum requirement is
expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The School District believes that
it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt service on the Bonds without exceeding the
2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a result of the other available and approved (non-debt related)

exceptions to the Index).

Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an occupation tax
to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal income tax in accordance
with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace an occupation tax, the board of school
directors must first hold at least one public hearing on the matter and then place a binding referendum question on the ballot at a general or municipal

election for approval by the voters.

The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes for the
school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year that includes an
estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total budgeted expenditures, as set

forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a

Total Budgeted Expenditures Percentage of Total budgeted Expenditures:
Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%
Greater than or equal to $19,000,000 8.0%

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is appropriable for
expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the school year for which a
school district’s budget was adopted and held in the general fund accounts of the school district.
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Tax Levy Trends

Table B-6 shows the recent trend of tax rates levied by the School District. Table B-7 shows the comparative trend of real property tax
rates for the School District, Dauphin County and the municipalities within the School District.

TABLE B-6

DERRY TOWNSHIP SCHOOL DISTRICT

TAX RATES
Real Estate Wage and Local Amusement

Real Estate Transfer Income Occupation Services Tax
Fiscal Year (mills) (%) (%) (Mills) ® (%)
2010-11 16.9900 0.5 0.5 1,000.00 5.00 5.0
2011-12 16.9900 0.5 0.5 1,000.00 5.00 5.0
2012-13 17.5541 0.5 0.5 1,000.00 5.00 5.0
2013-14 17.5541 0.5 0.5 1,000.00 5.00 5.0
2014-15 17.9227 0.5 0.5 1,000.00 5.00 5.0

Source: School District officials.

TABLE B-7

DERRY TOWNSHIP SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)

2010-11 2011-12 2012-13 2013-14 2014-15
SChOOI DISEIICE.......eocvoeeeeeeee e 16.9900 16.9900 17.5541 17.5541 17.9227
Municipality within School District: 2010 2011 2012 2013 2014
Derry TowWnShip.......o.oovovveveereeereee. 1.0966 0.6464 0.9964 0.9964 0.9964
Dauphin County®...........cocoovvvvrernnnan.. 6.8760 6.8760 6.8760 6.8760 6.8760

(DSchool District Fiscal Year begins July 1 and ends June 30.
@Does not include County Library Tax.
Source: PA Department of Community Economic Development: www.newpa.com.
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Real Property Tax

The real property tax (excluding delinquent collections) produced $32,789,423 in 2013-14, approximately 59.0 percent of revenues.

The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year. Taxpayers who
months of July 1 receive a 2 percent discount, and those who remit subsequent to October 31 are assessed a 10 percent penalty.

remit within two

The following tables summarize recent trends of assessed and market valuations of real property and real property tax collection data.

The countywide assessment in Dauphin County became effective in 2001.

TABLE B-8
DERRY TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market Assessed
Fiscal Year Value Value Ratio
201011 i $2,307,275,585 $1,910,869,000 82.82%
201112 e 2,340,652,400 1,932,227,400 82.55%
2012-13 e 2,481,601,399 1,968,412,100 79.32%
2013-14 oo 2,466,170,998 1,966,245,500 79.73%
2014-15% e 2,481,601,399 1,993,245,100 80.32%

*Budgeted, taken from the PDE 2028 Budget Report.
Source: Pennsylvania State Tax Equalization Board.

TABLE B-9
DERRY TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY

2012-13 2012-13 2013-14
Market Assessed Market
Value Value Value

2013-14
Assessed
Value

$ 1,968,412,100
1,968,412,100
14,533,333,450

$ 2,466,170,998
2,466,170,998
17,943,174,947

School District $ 2,481,601,399
Derry Township......cccccoeeeennenne. 2,481,601,399

Dauphin County 17,749,782,221

$ 1,966,245,500
1,966,245,500
14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE B-10
DERRY TOWNSHIP SCHOOL DISTRICT
ASSESSMENT BY LAND USE
2009-10 2010-11 2011-12 2012-13 2013-14
Residential........... $1,186,684,400 $1,193,248,600 $1,197,094,100 $1,212,005,900 $1,254,993,000
Lots.....ccc... 22,387,400 22,411,100 22,558,300 23,023,400 21,777,700
Industrial 47,645,900 47,551,900 52,955,500 52,025,100 48,653,100
Commercial......... 641,013,400 637,321,500 645,974,500 667,458,100 623,493,900
Agriculture .......... 9,897,100 10,213,900 11,726,800 10,117,900 12,928,500
Land 122,000 122,000 122,000 1,923,900 1,923,900
Trailers 0 0 1,540,900 1,617,500 2,262,400
Seasonal 0 0 255,300 240,300 213,000

$1,907,750,200 $1,910,869,000 $1,932,227,400 $1,968,412,100

$1,966,245,500

Source: Pennsylvania State Tax Equalization Board.
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TABLE B-11
DERRY TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Current

Year Total

Current Collections Current Collections

Total Year as Percent Plus as Percent

Flat Collections of Total Delinquent of Total

Fiscal Year Billing (July-June) Flat Billing Collections® Flat Billing
2009-10 $30,661,704 $29,826,771 97.3% $30,333,327 98.9%
2010-11 31,845,855 31,026,902 97.4% 31,643,201 99.4%
2011-12 32,438,354 31,408,201 96.8% 32,069,527 98.9%
2012-13 33,828,378 32,942,053 97.4% 33,464,487 98.9%
2013-14 33,996,012 32,140,368 94.5% 32,471,637 95.5%
2014-15 (est.) .......... 35,086,552 33,724,716 96.1% 34,077,358 97.1%

(MIncludes penalties less discounts and exonerations.
@Includes delinquent realty taxes collected.
Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table B-12. The aggregate assessed
value of these ten taxpayers totals approximately 3.41 percent of total assessed value.

TABLE B-12
DERRY TOWNSHIP SCHOOL DISTRICT
TEN LARGEST REAL PROPERTY TAXPAYERS

2014-2015

Owner Assessed Value
Hershey Entertainment & Resorts Company $ 52,306,600
Hershey Entertainment & Resorts Company 46,302,400
The Hershey Company 35,647,500
Hershey Entertainment & Resorts Company 33,423,500
Hershey Foods Corp. 30,158,700
Hershey Foods Corp. 29,602,700
Penn State University 28,654,200
Hershey Heights Apartment 15,208,800
FSH Associates LP 13,886,900
Marble Properties 13,245,500

Total $298,436,800

Source: School District officials. Represents certain significant holdings as reported by local tax collectors.
Other Taxes
Under Act 511, the School District produced $8,435,818 in other taxes in 2013-14. Among the taxes authorized by Act 511, the
School District currently levies the Real Estate Transfer Tax, Wage & Income Tax, Occupation Flat Tax, Local Services Tax and Amusement

Tax. The Act 511 limit, for 2013-14 equal to 12 mills on the market value of real property, was $29,594,052

Real Estate Transfer. A tax of 0.50% of the value of real estate transfers in 2013-14 yielded $700,517 or less than one percent of the
School District’s total revenue.

Wage & Income Tax. The School District levies and receives a tax of 0.5%. In 2013-14 the collected portion of this tax yielded
$4,423,089 or 8.0 percent of the School District’s total revenue.

Occupation Flat Tax. A tax of $1,000.00 is levied on each person with an occupation. In 2013-14 the collected portion of this tax yielded
$1,763,255, or 3.2 percent of total revenue.

Local Services Tax (formerly the Emergency and Municipal Services Tax). The School District levies a Local Services Tax of $5.00 on
each person employed within the School District. In 2013-14 this tax yielded $141,685, or less than one percent of School District revenues.

Amusement Tax. A tax of 5.0% is levied on the admissions earned by amusement companies. In 2013-14 the collected portion of this tax
yielded $1,407,271, or 2.5 percent of total revenue.
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Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to statutory
provisions and annual appropriation by the Pennsylvania General Assembly.

A Dbasic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real property in
the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as compared with the tax effort of
other school districts in the Commonwealth. Subsidies for special education, pupil transportation, vocational education, health service and debt
service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a portion of
debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based on the "Reimbursable
Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid Ratio”) or 50.00%. The School District
officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum of 56.72 percent. The applicable factor in
determining reimbursement from the Commonwealth on the debt service of the Bonds only is estimated to be 50.00%. The product of these two
factors is 28.36 percent which is the maximum potential percentage of debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement

Table B-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE B-13
DERRY TOWNSHIP SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding
General Obligation Bonds, Series 0f 2015M ._.........cooovvoivoeeeeeeern. $9,995,000
General Obligation Bonds, Series of 2014 ....... 9,675,000
General Obligation Bonds, Series A of 2012.... 3,230,000
General Obligation Bonds, Series of 2012 ... 2,625,000
General Obligation Bonds, Series of 2011 ... 7,815,000
General Obligation Bonds, Series A 0f2010.... 13,435,000
General Obligation Bonds, Series of 2008 ... . 7,105,000

TOTAL NONELECTORAL DEBT.....ooviiiieteeeeeieeeeeee et $53,880,000
LEASE RENTAL DEBT
State Public School Building Authority®

Guaranteed School Lease Revenue Bonds, Series of 2015................... $3,236,754

TOTAL LEASE RENTAL DEBT ....coviotiiiieieieeeeeeeee e $3,236,754

TOTAL PRINCIPAL OF DIRECT DEBT .....oooiieeiieieececeeee e $57,116,754

*Includes the Bonds offered through this Official Statement.
() Authorized and incurred debt, but not yet issued. Issuance scheduled for January 2015 and settlement on or about February 26, 2015.

@ Represents the School District’s allocable 16.68% pro-rata share of the total principal amount of $19,405,000 for the Dauphin County
Technical School Project.
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Table B-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the principal of
direct debt of the School District will total $57,116,754. After adjustment for available funds and estimated Commonwealth Aid, the local effort
of direct debt will total $54,857,390.

TABLE B-14
DERRY TOWNSHIP SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aid®V
DIRECT DEBT
NONELECLOTAl DEDL.......viieiieieeiiceieeeeeeee ettt $53,880,000 $52,538,579
Lease Rental Debt.........cooviiiiiiiiiiiee e 3,236,754 2,318,811
TOTAL DIRECT DEBT ..ottt $57,116,754 $54,857,390
OVERLAPPING DEBT
Dauphin County, General Obligation™ .............coccoovovvooereeeeereeeseeeseeeenn. $46,673,566 $46,673,566
MUNICIPal DDt .....ooueiiiiiiiieiiieee e 75,054,997 75,054,997
TOTAL OVERLAPPING DEBT ...t $121,728,563 $121,728,563
TOTAL DIRECT AND OVERLAPPING DEBT ....ccooeoiiieeeecieeeees $178,845,317 $176,585,953
DEBT RATIOS
Per Capita (2010) .ccveoueeeeeeeeee ettt $7,246.86 $7,155.31
Percent 2013-14 Assessed ValUe ........cc.ooeveeeiieeniiiieeeieececee e 9.10% 8.98%
Percent 2013-14 Market Value ..........ccoveevveiiiiiiiieieccee e 7.25% 7.16%

*Includes the Bonds offered through this Official Statement and the authorized, incurred debt, but not yet issued.

MDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of School
District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.
@Pro rata 13.74 percent share of $339,583,901 principal amount outstanding.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s “Borrowing
Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act) for the three full fiscal
years ended next preceding the date of incurring debt. The School District calculates its present borrowing base and borrowing capacity as
follows:

Total Revenues for 2011-12 $51,802,010
Total Revenues for 2012-13 52,408,093
Total Revenues for 2013-14 55,139,874

B 1o | TSP $159,349,977
Annual Arithmetic Average (Borrowing Base) ........cc.coeeieriiiiniiiiniiiineteeeeesteeeeneeeeeeeee $53,116,659

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the aggregate net
principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding, would cause the net
nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the aforesaid percentage to the School
District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity
Net Nonelectoral Debt and Lease Rental Debt Limit:
225% of Borrowing Base .. $119,512,483 $57,116,754 $62,395,729

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of principal of debt
estimated to be reimbursed by Commonwealth Aid.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing
The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
LABOR RELATIONS
School District Employees

There are presently 527 employees of the School District, including 306 teachers and administrators, and 221 support personnel
including secretaries, custodial and maintenance staff, pupil transportation staff, cafeteria staff and teacher aids.

The School District is under contract with the Hershey Education Association, an affiliate of the Pennsylvania State Education
Association (“PSEA”), representing the teachers of the School District. The present teachers’ contract expired June 30, 2017. The Hershey
Educational Support Professionals Association, an affiliate of PSEA, represents the School District’s support personnel. Their present contract
expires June 30, 2016. The School District’s contract negotiations with School District’s support personnel. Their present contract expires June
30, 2016. The School District’s contract its teachers are not subject to binding arbitration. The School District has not experienced a teachers’
strike.

Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public School
Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work more than 80 days in
a school year, and hourly employees who work over 500 hours a year participate in the program. However, please note a Pennsylvania Supreme
Court decision has removed the hourly de minimis requirement for current members of PSERS regarding the purchase of credit for their part-
time school service rendered prior to their being members of PSERS, for purposes of increasing their pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution rate of
25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer contribution rate
under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate of 25.00%.
The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established under Act 120 of 2010
remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System. Based on current projections, fiscal
year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer contributions of $3.45 billion are estimated in 2015-
16. The commonwealth reimburses school employers for not less than 50% of the total employer contribution rate. Contributions for the School
District are as follows:

2010-11 $1,312,383
2011-12 2,094,002
2012-13 2,909,242
2013-14 4,142,852
2014-15 (Budget) 5,388,589

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the largest source of
funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1 billion in net investment income
to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their membership class and when they joined PSERS.
Members will contribute an average of 7.49% or approximately $1 billion in 2015-16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for current and
future retired employees, and to provide retirement severance pay for existing employees. The School District has become subject to the
requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial statements for the fiscal year ending
June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial Statements - Note J — Postemployment Benefits
Plan” which can be found at:

http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=EA528055
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DERRY TOWNSHIP SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING

Existing Continuing Disclosure Filing History

The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its previously issued
bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating information during the past
five (5) years is outlined in the table below.

Fiscal Year Filing Financial Statements Budget Operating Data
Ending Deadline " Filing Date EMMA ID # Filing Date EMMA ID ™ Filing Date EMMA 1D *
6/30/2010 12/27/2010 11222010 " EA390517 11/22/2010 EA390523 Various t Various !
6/30/2011 12/27/2011 1/10/2012 ER476278 1/10/2012 ER476304 12512012 B Various !
6/30/2012 12/27/2012 11/30/2012 EP585700 12/3/2012 EP587046 11/29/2012 1 Various [*!
6/30/2013 12/27/2013 12/17/2013 EA484652 7/30/2013 EP587046 12/17/2013 17 Various !
6/30/2014 12/27/2014 12/18/2014 EA528055 8/19/2014 EA528055 12/18/2014 EA528055
Notes

1 For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx ?submissionld=

&I Filing of the District’s PDE-2057 Annual Financial Report. Audited financial statements filed on 1/11/2011 (EMMA ID EA390517)

A Included in various EMMA filings as well as publically available in Official Statements of the School District. Tax collection results, top 10 taxpayers and pupil enrollment were
included in the Official Statement for the District’s General Obligation Bonds, Series of 2011, whose Olfficial Statement was filed to EMMA on 1/14/2011. A Notice of Reference to Other
Submitted Documents was filed by the School District on 1/6/15 (EMMA ID ER669739). The assessed & market values as well as the tax & millage rates was included in the PDE-2028
Budget filed under EMMA ID EA390523 on 11/22/2010.

B Included in various EMMA filings. Tax collection results and tax & millage rates filed under EMMA ID EP505062. Assessed & market values included in PDE-2028 Budget filed
under EMMA ID ER476304 on 1/10/2012. Top 10 taxpayers filed under EMMA ID EP505061. Pupil enrollment filed under EMMA ID EP505063.

1 Included in various EMMA filings. Tax collection results filed under EMMA ID EA426537. Assessed & market values included in PDE-2028 Budget filed under EMMA ID EP587046
on 12/3/2012. Tax & millage rates filed under EMMA ID EA426541. Top 10 taxpayers filed under EMMA ID EA426542. Pupil enrollment filed under EMMA ID EA426543.

7 Included in various EMMA filings. Tax collection results, tax & millage rates, Top 10 taxpayers and pupil enrollment filed under EMMA ID EA484653. Assessed & market values
included in PDE-2028 Budget filed under EMMA ID EP587046 on 7/30/2013.

Based on the information above, the School District’s annual financial and operating filing history over the past five (5) years can be
summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its PDE-2057 Annual Financial Report and budget on November 22,
2010. Its audited financial statements were filed on January 11, 2011. A portion of its operating data was contained in an Official Statement
filed to EMMA on January 14, 2011 and a Notice of Reference to Other Submitted Documents was filled to EMMA on January 6, 2015. The
remaining portion of its operating data was included in its budget filed on November 22, 2010.

For fiscal year ending June 30, 2011, the School District filed its audited financial statements and budget on January 10, 2012. A
portion of its operating data was filed on January 25, 2012 and the remaining portion of its operating data was included in its budget filed on
January 10, 2012.

For fiscal year ending June 30, 2012, the School District filed its annual financial and operating data in a timely manner.

For fiscal year ending June 30, 2013, the School District filed its annual financial and operating data in a timely manner.

For fiscal year ending June 30, 2014, the School District filed its annual financial and operating data in a timely manner.
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APPENDIX C

HALIFAX AREA SCHOOL DISTRICT
Descriptive, Financial and Economic Information
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THE SCHOOL DISTRICT
Introduction

The Halifax Area School District is located in Dauphin County (the “County”) in central Pennsylvania, approximately 20
miles north of Harrisburg. The School District covers 86.1 square miles and is comprised of Halifax Borough, Halifax Township,
Jackson Township, and Wayne Township.

Organization and Administration

The School District is a School District of the Third Class, organized and existing under the laws of the Commonwealth of
Pennsylvania (the “Commonwealth”).

The School District became effective July 1, 1964 and merely changed the jointure type organization to a single operative
unit governed by a board of nine School Directors (the “School Board”) who are residents within the School District and who are
elected for four-year terms on a staggered basis. The daily operations and management of the School District are performed by a
central administrative staff which is led by the School District Superintendent who is appointed by the School Board. The
Superintendent is supported by a Board Secretary, Business Manager and Assistant Superintendent, which are further supported by
coordinators and supervisors in specialty fields.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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School Building Facilities

The School District presently operates two elementary school buildings and a middle/senior high school building. An
inventory of existing facilities is listed as follows:

TABLE C-1
HALIFAX AREA SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition/ Rated
Construction Renovation Pupil 2014-15

Building Date Date(s) Grades Capacity Enrollment)
Elementary:

Enders-Fisherville Elementary............c.c......... 1958 1988/2001 Pre-K-1 250 181

Halifax Elementary .........cccccocevveviniencncnene. 1968 1988 2-5 475 324
Secondary:

Halifax Area Middle/High School.................... 1958 1968/1979 6-12 1,001 566

1987/1998

MAs of October 1, 2014.
Source: School District Officials.

Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and
projection of future enrollments, as reported by the School District’s Administrative officials.

TABLE C-2
HALIFAX AREA SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments” Projected Enrollments®

School School

Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 619 593 1,212 2015-16 590 520 1,110
2011-12 649 538 1,187 2016-17 602 523 1,125
2012-13 625 517 1,142 2017-18 610 528 1,138
2013-14 612 499 1,111 2018-19 620 530 1,150
2014-15 582 516 1,098 2019-20 625 532 1,157

(DAs of October 1, 2014. Actual Enrollments are expected to increase as the school year progresses.

@Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools,
consortium-operated alternative high schools, and juvenile correctional institutions.

Source: Halifax Area School District officials.
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SCHOOL DISTRICT FINANCES

Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Superintendent and Business Manager and submitted to the School Board
for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in
the United States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards
Board pronouncements and Accounting Principles Board opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The government wide
statements report using the economic resources measurement focus and the accrual basis of accounting generally including the
reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long
term debt are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School
District’s financial statements are audited annually by a firm of independent certified public accountants, as required by
Commonwealth law. The firm of Jones & Co., Certified Public Accountants, of Pottsville, Pennsylvania, currently serves as School
District Auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of this this Official

Statement, any procedure on the financial statements addressed in that report. Such auditor also has not performed any procedures
relating to this Official Statement.

In the interim, until the Audit becomes available, the School District has filed their State Form PDE 2057 Annual
Financial Report for fiscal year ending June 30, 2014; and can be accessed at the following link:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx? submissionld=ER660783
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C-3



Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of
Education (“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished
by PDE and submitted to the board of school directors for approval prior to the beginning of each fiscal year on which commences
July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under
Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act
17) all school districts of the first class A, second class, third class and fourth class must adopt a preliminary budget (which must
include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior to the date of the primary election
immediately preceding the beginning of each fiscal year. This preliminary budget must be printed and made available for public
inspection at least 20 days prior to its adoption; the board of school directors may hold a public hearing on the budget; and the board
must give at least 10 days’ public notice of its intent to adopt the preliminary budget prior to its adoption. The board of school
directors shall print the final budget and make it available for public inspection at least 20 days prior to its adoption and shall give
public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public hearing prior to adoption.
Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of school directors
at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to
PDE no later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed
percentage increase in the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and
within 10 days of the receipt of the information about the preliminary budget, but not later than 75 days prior to the upcoming
election, inform the school district whether the proposed percentage increase is less than or equal to the Index. If PDE determines
that a proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter approval for
the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions authorized under The
Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required
(see “The Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less
than one week before submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request,
a notice of the date, time and place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s
request and inform the school district of its decision no later than 55 days prior to the upcoming election so that, if PDE denies the
school district’s request, the school district may submit a referendum question to the local election officials at least 50 days before
the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks
approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not
approved by a majority of the voters voting on the question, the board of school directors may not approve an increase in the tax rate
greater than the applicable Index.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables C-3 and
C-4. Table C-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15 school
year, adopted on June 12, 2014, projected $17,792,794 in revenue and expenditures of $17,705,697.

HALIFAX AREA SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET

TABLE C-3

(Years ending June 30)

ASSETS 2010 2011 2012 2013 2014
Cash and Cash Equivalents...........ccccceveeviereeeennenen. $2,065,383 $2,902,947 $3,819,415 $5,058,749 $5,111,175
Taxes Receivable .......ccovveievieienieieiceeeeeeee 968,811 832,636 973,834 988,144 962,453
Due from Other Funds .........cccoecevievienincienieieene. 25,700 13,784 94,086 169,271 220,099
Due from Other Governments...............cccceeeeevveenne... 1,044,488 937,389 529,442 625,656 9,946
Due From Primary Governments...........cc.cceceeeenuennee. 24,335 0 0 0 808,976
Other Receivables
(Include Bond Proceeds Receivable) 58,467 8,578 31,204 28,628 11,324
INVENtOTIES ..ooovvvieiiiiceceeee e 0 48,987 15,145 9,856 0
Prepaid Expenses/Expenditures 198,732 0 0 0 6,095
TOTAL ASSETS $4,385,916 $4,744,321 $5,463,126 $6,880,304 $7,130,068
LIABILITIES
Due to Other Funds.........cccceveeienieienieeiereeieeeeen $28,537 $76,047 $96,898 $63,533 $60,636
Due to Other Governments ... 0 160,614 137,276 234,281 185,169
Accounts Payable...........ccccooeiiiieiiiiieeeee 376,418 239,908 215,632 305,437 420,716
Short-Term Payables..........ccccoevievenieniniieneniiienene 187,958 0 0 0 0
Accrued Salaries and Benefits ..............ccceeeeeeinien. 1,438,335 1,599,742 1,410,757 1,452,003 1,422,400
580,318 570,689 621,096 640,103 597,086
0 0 0 0 139,136
$2,611,566 $2,647,000 $2,481,659 $2,695,357 $2,825,143
FUND EQUITIES
Non-Spendable Fund Balance.............ccccccoveveuenenne. $0 $48,987 $15,145 $9,855 $6,095
Committed Fund Balance............ccocervvecveninrennnnen. 492,804 497,514 1,017,814 2,180,744 2,572,856
Unassigned Fund Balance............. 1,281,546 1,550,820 1,948,508 1,994,348 1,725,974
TOTAL FUND EQUITIES $1,774,350 $2,097,321 $2,981,467 $4,184,947 $4,304,925
TOTAL LIABILITIES
AND FUND EQUITIES.......c.coveveeeieeieieeiene $4,385,916 $4,744,321 $5,463,126 $6,880,304 $7,130,068

Source: School District Annual Financial Reports.
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TABLE C-4

HALIFAX AREA SCHOOL DISTRICT GENERAL FUND*

SUMMARY OF CHANGES IN FUND BALANCE

(Years Ending June 30)
Actual Budget
2010 2011 2012 2013 2014 20157
Beginning Fund Balance.................. $1,235,122 $1,774,348 $2,097,319 $2,981,465 $4,184,943 $4,304,921
Revenues over (under) Expenditure .. 539,226 249,671 884,147 1,203,478 119,978 (833,182)
Prior Period Adjustments .................. 0 73,299 0 0 0 0
Ending Fund Balance....................... $1,774,348 $2,097,319 $2,981,465 $4,184,943 $4,304,921 $3,471,739

*Totals may not add due to rounding.

(MBudget, as adopted June 12, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $17,915,804 in revenue in 2013-14 and has budgeted revenue of $18,257,235 in 2014-15. Local
sources contributed a increasing share of total revenue in the past five years, from 40.5 percent in 2009-10 to 49.1 percent 2013-14.
Revenue from Commonwealth sources contributed an increasing share of total revenue from 39.3 percent to 48.4 percent over this
period. Federal and other revenue increased from 20.1 percent to 2.5 percent during the period.

TABLE C-5
HALIFAX AREA SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND

REVENUES*
(For years ending June 30)

REVENUE: Actual Budget
Local Sources: 2010 2011 2012 2013 2014 2015
Real Estate Taxes $5,326,684 $5,790,121 $6,079,999 $6,100,290 $6,099,716 $5,982,104
Interim Real Estate Taxes 28,516 12,899 24,687 19,392 (3,731) 25,000
Public Utility Realty Tax 11,099 10,752 10,659 10,899 10,223 11,000
Payments in Lieu of Current Taxes ... 9,627 1,539 9,627 9,627 9,627 10,000
Current Per Capita taxes, Sec. 679 .... 23,469 23,880 23,843 23,758 23,424 24,300
Act 511 Taxes 1,629,129 1,548,783 1,381,972 1,657,980 1,656,552 1,727,300
Delinquency on Taxes Levied 598,832 591,111 532,739 524,204 528,058 528,609
Earnings on Investments 46,403 28,485 12,940 6,640 6,146 19,450
Rev. from Student Activities 5,006 53,564 49,515 56,827 53,281 63,000
Rev. from Local Government Units ..........cccecevveververennnne. 0 4,154 3,866 0 0 244,829
Federal Rev. Received from Other PA Public Schools.... 401,400 27,045 0 0 0 0
Federal Rev. Received from Other

Intermediate Sources 0 224,996 215,364 211,835 200,767 0
Rentals 2,421 2,837 2,250 1,350 2,193 2,500
Contributions and Donations from Private Sources......... 8,538 39,056 3,234 113 11,815 7,000
Receipts from Other LEAS in PA-Education 118,080 184,884 203,538 174,812 181,783 0
Federal ARRA IDEA Pass Through Revenue 0 123,819 0 0 0 0
All Other Services Provided Other

Governments and LEAs 40,392 0 0 0 0 0
Tuition from Patrons 0 0 0 0 0 190,000
Refunds of Prior Years' Expenditures 3,671 (3,498) 0 0 (2,216) 0
All Other Local Revenues Not Specified 17,495 22,223 26,740 9,066 13,429 5,000

Total Local Sources $8,270,763 $8,686,650 $8,580,971 $8,806,793 $8,791,068 $8,840,092
State Sources:
Basic Instructional Subsidy $4,837,796 $4,611,052 $5,336,952 $5,335,458 $5,411,775 $5,411,775
Charter Schools 65,534 49,384 0 0 0 0
Driver Education — Student 1,750 1,120 1,680 1,085 1,295 2,000
Special Education - Funding for School Aged Pupils...... 717,863 713,134 713,134 713,134 713,134 713,134
Educational Assistance Program (Tutoring).................... 31,774 32,253 0 0 0 0
Pre-K Counts 158,625 193,111 190,938 176,550 161,838 176,500
Transportation 952,504 972,133 709,157 680,755 695,665 700,000
Rentals and Sinking Fund Payments ............c.cccecevverennene. 26,363 91,424 165,233 91,586 90,683 85,528
Health Services 22,472 22,009 21,848 21,281 20,410 21,000
PA Accountability Grant 227,554 213,387 83,837 83,837 83,837 83,837
State Property Tax Reduction Allocation .............ccco...... 432,508 432,540 432,705 432,500 432,817 432,656
Migratory Children 0 16 0 0 0 0
Additional Grants not listed elsewhere...........c...ccouveenen. (2,222) 15,311 4,965 0 0 0
Revenue for Social Security 323,084 340,302 320,019 321,990 320,190 321,867
Revenue for Retirement, 206,510 260,938 375,257 546,944 742,106 874,329
Other State Revenue 0 0 14,934 0 0 169,218
Classrooms for the Future 25,000 0 0 0 0 0

Total State Sources $8,027,115 $7,948,114 $8,370,658 $8,405,120 $8,673,750 $8,991,844
Federal Sources:

Total Federal Sources $1,026,345 $1,279,047 $243,761 $408,199 $449,279 $423,299
Other Sources:

Total Other Sources $3,081,652 $1,841 $5,500 $2,883 $1,707 $2,000
TOTAL REVENUE $20,405,875 $17,915,652 $17,200,891 $17,622,994 $17,915,804 $18,257,235

*Totals may not add due to rounding.
(DBudget, as adopted June 12, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE C-5
HALIFAX AREA SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*
(For years ending June 30)

Actual Budget

EXPENDITURES: 2010 2011 2012 2013 2014 2015
$10,076,81 $10,846,78
Instruction $9,656,239 $10,070,650 $9,347,808 $9,406,839 6 3
Pupil Personnel 721,370 765,822 714,607 712,785 754,170 828,905
Instructional Staff 510,498 513,333 313,592 315,501 325,820 335,433
Administration 1,175,835 1,238,147 1,139,322 1,155,166 1,223,338 1,293,505
Pupil Health 203,433 223,197 207,264 198,060 236,975 255,050
Business 404,116 420,286 436,742 426,919 473,662 507,280
Operation and Maintenance 1,375,856 1,428,852 1,315,962 1,325,761 1,542,994 1,549,053
Student Transportation 1,199,673 1,218,665 895,537 921,124 923,597 927,000
Central & Other Support Services..........oceevevererenennne. 329,004 314,904 286,306 415,743 443,874 513,469
Operation of Non-instructional Services.................... 107,632 411,266 353,614 350,700 385,283 402,334
Facilities Acq., Construction and Improvements........ 13,267 0 0 0 0 0
Debt Service 3,781,318 926,983 1,127,775 1,127,188 1,248,496 1,571,605
Fund Transfers 368,211 124,085 160,000 60,000 160,000 60,000
Refund of Prior Year Receipts ........cccceeevueenvcucnnnne. 20,197 9,791 18,215 3,730 801 0
Budgetary Reserve 0 0 0 0 0 0
$19,866,64 $17,795,82 $19,090,41
TOTAL EXPENDITURES. ........ccoeeeriiiinen 9 $17,665,981 $16,316,744 $16,419,516 6 7

SURPLUS (DEFICIT) OF REVENUES

OVER EXPENDITURES. .........ccocovereeriiien $539,226 $249,671 $884,147 $1,203,478 $119,978 ($833,182)

*Totals may not add due to rounding.
(Budget, as adopted June 12, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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TAXING POWERS OF THE SCHOOL DISTRICT
In General

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the
School District is empowered by the School Code and other statutes to levy the following taxes:

1. A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed
valuation, to be used for general school purposes.

2. Anunlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b.  to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building
Authority;

c.  topay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or
any prior or subsequent act governing the incurrence of indebtedness of the school district; and

d. to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of

July, 1959.
3. An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.
4. Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person,

subject, business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax
Enabling Act”). These taxes, which may include, among others, an additional per capita tax, a wage and other earned income
tax, a real estate transfer tax, a gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the aggregate,
an amount equal to the product of the market valuation of real estate in the School District (as certified by the State Tax
Equalization Board of the Commonwealth — “STEB”) multiplied by twelve mills. All local taxing authorities are required by
the Local Tax Enabling Act to exempt disabled veterans and members of the armed forces reserve who are called to active
duty at any time during the tax year from any local services tax and to exempt from any local services tax levied at a rate in
excess of $10 those persons whose total income and net profits from all sources within the political subdivision is less than
$12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require, taxing authorities to exempt from
per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10 or less per year, any person
whose total income from all sources is less than $12,000 per year (which include full time college students with respect to the
per capita tax).

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act”
or “Act 17), a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal
year, raise the rate of any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act
(Act 511), or increase the rate of any tax for school purposes by more than the Index (defined below), unless in each case either (a)
such increase is approved by the voters in the school district at a public referendum or (b) one of the exceptions summarized below
is applicable and the use of such exception is approved by the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school
district which had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of
2004, or (ii) prior to June 27, 2006, in the case of a school district which had not elected to become subject to
Act 72 of 2004; to pay interest and principal on any indebtedness approved by the voters at referendum
(electoral debt); and to pay interest and principal on debt refunding or refinancing debt for which one of the
above exceptions is permitted, as long as the refunding or refinancing incurs no additional debt other than for
costs and expenses related to the refunding or refinancing and the funding of appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under
specified circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the
estimated payments between the current year and the upcoming year is greater than the Index, as determined by
PDE in accordance with the provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed
the anticipated dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to
any other exception enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s
petition or request to increase taxes by more than the Index pursuant to one or more of the allowable exceptions is not approved, the
school district may submit the proposed tax increase to a referendum.

The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is
the average of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and
Industry for the preceding calendar year, and the employment cost index for elementary and secondary schools, as reported by the
federal Bureau of Labor Statistics for the preceding 12-month period beginning July 1 and ending June 30. If and when a school
district has a Market Value/Income Aid Ratio greater than 0.40 for the prior school year, however, the Index is adjusted upward by
multiplying the unadjusted Index by the sum of 0.75 and such Aid Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.9%
2012-13 2.3
2013-14 2.3
2014-15 2.8
2015-16 2.6

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election
seeking voter approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”)
and use the proceeds to reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved
by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal
election in any year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and
farmstead exclusions, but the proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum
homestead and farmstead exclusions allowable under law.

The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum
requirement is expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The
School District believes that it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt
service on the Bonds without exceeding the 2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a
result of the other available and approved (non-debt related) exceptions to the Index).
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Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an
occupation tax to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal
income tax in accordance with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace
an occupation tax, the board of school directors must first hold at least one public hearing on the matter and then place a binding

referendum question on the ballot at a general or municipal election for approval by the voters.
The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes
for the school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year
that includes an estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total

budgeted expenditures, as set forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a
Percentage of Total budgeted Expenditures:

Total Budgeted Expenditures

Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%

8.0%

Greater than or equal to $19,000,000

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is
appropriable for expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the
school year for which a school district’s budget was adopted and held in the general fund accounts of the school district.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Tax Levy Trends

Table C-6 shows the recent trend of tax rates levied by the School District. Table C-7 shows the comparative trend of real
property tax rates for the School District, Dauphin County and the municipalities within the School District.

TABLE C-6
HALIFAX AREA SCHOOL DISTRICT
TAX RATES
Real Estate Wage and
Real Estate Per Capita Transfer Income Occupation
(mills) ® (%) (%) ®

2010-11 cooiiiiiiiiicieieee 19.75 5.00 0.50 0.50 250.00
2011-12 20.45 5.00 0.50 0.50 250.00
2012-13 20.45 5.00 0.50 0.50 250.00
2013-14 20.45 5.00 0.50 0.50 250.00
2014-15 20.45 5.00 0.50 0.50 250.00
Source: School District officials.

TABLE C-7

HALIFAX AREA SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)"

2010-11 2011-12 2012-13 2013-14 2014-15
SCNOOI DISLFICEY ..., 19.75000 20.45000 20.45000 20.45000 20.45000
Municipality within School District: 2010 2011 2012 2013 2014
Halifax Borough .........coooevueveeeeeeeeeseeereenn. 2.05000 3.05000 3.52800 3.52800 3.52800
Halifax TOWNShIp .....ovovveeeeeeeeeee e 0.42000 0.42000 0.93000 0.93000 0.93000
Jackson TOWNSHID ......oveveeeeeeeeeeeeeeeene 0.22000 0.22000 0.22000 0.22000 0.22000
WaYNE TOWNSHID......cvoveeeeeeeeeeeeeee oo 0.51740 0.51740 0.51740 0.51740 0.51740
Dauphin CouNtY@ ... 6.87600 6.87600 6.87600 6.87600 6.87600

(DSchool District Fiscal Year begins July 1 and ends June 30.
@Does not include County Library Tax.
Source: PA Department of Community Economic Development: www.newpa.com.
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Real Property Tax

The real property tax (excluding delinquent collections) produced $ 6,099,716 in 2013-14, approximately 34.0 percent

of revenues.

The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year.

Taxpayers who remit within two months of July 1 receive a 2 percent discount, and those who remit subsequent to October 31 are

assessed a 10 percent penalty.

The following tables summarize recent trends of assessed and market valuations of real property and real property tax

collection data. The countywide assessment in Dauphin County became effective in 2001.

TABLE C-8
HALIFAX AREA SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market Assessed
Fiscal Year Value Value Ratio

201011 ceeiiieee e $406,833,942 $334,176,200 82.14%

201112 e 411,931,726 335,846,500 81.53%

2012-13 e 428,369,733 335,744,000 78.38%

201314 oo 426,917,326 336,297,600 78.77%

2014-15% oo 428,369,734 336,366,400 78.52%

*Budgeted, taken from the PDE 2028 Budget Report.

Source: Pennsylvania State Tax Equalization Board.

TABLE C-9
HALIFAX AREA SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY
2012-13 2012-13 2013-14 2013-14
Market Assessed Market Assessed
Value Value Value Value

Halifax Area School District................ $ 428,369,733 $ 335,744,000 $ 426,917,326 $ 336,297,600
Halifax Borough 28,620,423 20,314,400 27,208,199 20,283,900
Halifax Township........ccccooceveviecieennnnne. 212,410,113 164,357,900 212,509,548 164,759,800
Jackson Township .......ccccoeevieieieennnne. 105,400,079 81,322,400 105,293,757 81,433,800
Wayne Township.... 81,939,119 69,749,300 81,905,822 69,820,100

Dauphin County .........cccoovveveieiennnen. 17,749,782,221

14,533,333,450

17,943,174,947

14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE C-10
HALIFAX AREA SCHOOL DISTRICT
ASSESSMENT BY LAND USE
2009-10 2010-11 2011-12 2012-13 2013-14
Residential............. $210,937,300 $225,410,000 $219,200,100 $220,486,700 $229,749,900
LOtS. oo 9,287,700 8,529,100 9,571,600 10,592,000 9,460,300
Industrial .............. 7,595,400 7,595,400 7,595,400 5,515,400 5,515,400
Commercial.......... 35,387,800 37,207,300 33,982,500 35,360,100 28,658,400
Agriculture ............ 52,246,300 52,826,900 54,041,600 49,168,000 48,410,100
Land covoooeeveerreennn. 2,923,200 2,607,500 3,212,800 6,541,500 6,515,000
Seasonal ... 713,900 0 657,200 632,400 632,400
Trailers .......ooovve.... 7,478,500 0 7,585,300 7,447,900 7,356,100
Total ..o, $326,570,100 $334,176,200 $335,846,500 $335,744,000 $336,297,600

Source: Pennsylvania State Tax Equalization Board.
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TABLE C-11

HALIFAX AREA SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Collections Total Collections

Current as Percent Current as Percent
Year of Total Plus of Total
Collections Adjusted Delinquent Adjusted

Year Tax Levy (July-June) Flat Billing Collections Flat Billing
2010-11 oo, $6,655,522 $5,790,121 93.96% $6,213,157 100.82%
6,986,901 6,079,999 93.98% 6,435,547 99.48%
6,966,738 6,497,328 100.72% 6,864,656 106.42%
2013-14 oo, 7,102,136 6,155,662 95.34% 6,441,193 99.76%

2014-15 (€5t.) cverveereevereeeiennn 7,099,593 4,340,455 * 4,444.299 *

*As of October 15, 2014 (still in collection process).

Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table C-12. The

aggregate assessed value of these ten taxpayers totals approximately 5.3 percent of total assessed value.

taxpayers have failed to pay taxes on a current basis, but have paid them with penalties.

TABLE C-12

HALIFAX AREA SCHOOL DISTRICT
TEN LARGEST REAL PROPERTY TAXPAYERS

Some of these major

Owner

2014-15
Assessed Value

Camp Hebron Incorporated
Halifax Plaza Associates LP
Lenker Development Group
Oakridge

Masser & Ballay Farms
Strohecker, Larry R. & Janet A.
Farhat, Ismail H. & Garam I.

Fulkroad, Ricky A. & Rodney L.

Laudenslager, Karl W. & Nancy
Chubb, Donald L & Linda K

Total

$ 3,050,100
2,766,900
2,175,400
2,022,800
1,888,400
1,489,500
1,241,800
1,203,200
1,093,200

883,900

$17,815,200

Source: School District officials. Represents certain significant holdings as reported by local tax collectors.

Other Taxes

Under Act 511, the School District anticipates collecting $1,656,552 in other taxes in 2013-14. Among the taxes
authorized by Act 511, the School District currently levies the Earned Income Tax, Real Estate Transfer Tax, Per Capita Tax and
Occupation Tax. The Act 511 limit, for 2011-12, equal to 12 mills on the market value of real property, should be $5,123,008.

Earned Income Tax. The School District levies a tax of 1.00% (subject to sharing) on the earned income of residents. In
2013-14 the collected portion of this tax expected to yield $824,741 or 4.6 percent of total revenue.

Real Estate Transfer Tax. A tax of 1.00% (subject to sharing) of the value of real estate transfers is expected to yield
$65,878 in 2013-14 or less than one percent of total revenue.

Per Capita Tax. A tax of $10.00 ($5.00 under Act 511 and $5.00 under the School Code) on each resident over 18 years
old is expected to yield $22,728 in 2013-14 or less than one percent of total revenue.

Occupation Tax. A tax of $250.00 is levied on each resident working within the School District. In 2013-14 the School
District’s collected portion of this tax is expected to yield $743,205 or 4.1 percent of total revenue.
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Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to
statutory provisions and annual appropriation by the Pennsylvania General Assembly.

A basic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real
property in the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as
compared with the tax effort of other school districts in the Commonwealth. Subsidies for special education, pupil transportation,
vocational education, health service and debt service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a
portion of debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based
on the "Reimbursable Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid
Ratio”) or 50.00%. The School District officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum
of 56.72 percent. The applicable factor in determining reimbursement from the Commonwealth on the debt service of the Bonds
only is estimated to be 50.00%. The product of these two factors is 28.36 percent which is the maximum potential percentage of
debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement

Table C-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE C-13
HALIFAX AREA SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding_
General Obligation Bonds, Series 0f 2014 ........c.cccevevieriieienienieieeieiene $ 9,905,000
General Obligation Bonds, Series 0f 2013 ........c.occvevivieniieieiecieeeieiee 9,920,000
General Obligation Bonds, Series of 2010... 845,000
General Obligation Bonds, Series 0f 2009 ...........cceoevieriieierieneenieeieiene 130,000

TOTAL NONELECTORAL DEBT ....ccviievieeeeeeeeeeeeeeeeee e $20,800,000
LEASE RENTAL DEBT
State Public School Building Authority'”

Guaranteed School Lease Revenue Bonds, Series of 2015 ................... $560,805

TOTAL LEASE RENTAL DEBT .....oooivieeeeeeeeeeeeeeeeeeeee e $560,805

TOTAL PRINCIPAL OF DIRECT DEBT ....coovviiveeeeeeeeeeeeeeeeee $21,360,805

*Includes the Bonds offered through this Official Statement.

() Represents the School District’s allocable 2.89% pro-rata share of the total principal amount of $19,405,000 for the Dauphin
County Technical School Project.

C-15



Table C-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the
principal of direct debt of the School District will total $21,360,805. After adjustment for available funds and estimated

Commonwealth Aid, the local effort of direct debt will total $16,482,520.

TABLE C-14
HALIFAX AREA SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aig®"
DIRECT DEBT
Nonelectoral Debt $20,800,000 $16,080,760
Lease Rental Debt 560,805 401,760
TOTAL DIRECT DEBT ...ttt $21,360,805 $16,482,520
OVERLAPPING DEBT
Dauphin County, General Obligation™ ...............ccocovveveoeereeeeeeeeeeeeecersnnnn. $8,079,632 $8,079,632
Municipal Debt.........cccoorirenieiieieeeenenn 180,000 180,000
TOTAL OVERLAPPING DEBT $8,259,632 $8,259,632
TOTAL DIRECT AND OVERLAPPING DEBT ......ooveveeeeieeeeeeceeeee $29,620,437 $24,742,152
DEBT RATIOS
Per Capita (2010)....ccueieeeieeiieierieeierie et ie sttt et nae e neeae e $3,894.35 $3,252.98
Percent 2013-14 Assessed ValUe.........ccoueeeveiiiiieiieiecciee e 8.81% 7.36%
Percent 2013-14 Market ValUue.........cooovvieereiiiiieiieiecceece e 6.94% 5.80%

*Includes the Bonds offered through this Official Statement.

(MDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of
School District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.

@Pro rata 2.38 percent share of $339,583,901 principal amount outstanding.
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s
“Borrowing Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act)
for the three full fiscal years ended next preceding the date of incurring debt. The School District calculates its present borrowing
base and borrowing capacity as follows:

Total ReEVENUES FOI 20T 1-12 ....uviiiiieiieeiie ettt ete e e et e e et a e e eeaaeeeeaeeeeenneeeens $17,030,158
Total ReVENUES fOr 2012-13 ... uuoiiieiiie ettt e et e e et e e et e e e eeaaeeeenaeeeeenaeeeens 17,528,525
Total Revenues fOr 201314 ......oo oot e e e et e e et e e e eta e e e eaaeeeebeeeeeaseeeenns 17,823,414

TOMAL ..ottt et ettt ettt ettt et et et ateteeteete et et et entereeteeteereete et eterteneas $52,382,097
Annual Arithmetic Average (Borrowing Base) .........cccuevuirieriiiiienieienieieetee et $17,460,699

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the
aggregate net principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding,
would cause the net nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the
aforesaid percentage to the School District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity
Net Nonelectoral Debt and Lease Rental Debt Limit:
225% of Borrowing Base . .. $39,286,573 $21,360,805 $17,925,768

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of
principal of debt estimated to be reimbursed by Commonwealth Aid.
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Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing
The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
LABOR RELATIONS
School District Employees

There are presently 196 employees of the School District; 103 employees are teachers, 12 administrative employees, and
81 are support personnel. The support personnel include secretaries, cafeteria staff, custodians and teacher’s aides.

The School District's teachers are represented by the Halifax Area Education Association, an affiliate of the Pennsylvania
State Education Association (PSEA), under a contract with the School District, which expires on June 30, 2017. Secretaries,
custodians, maintenance, and cafeteria employees and teacher aides are represented by a labor union organization. The Halifax
Education Support Personnel Associate (HESPA), an affiliate of the Pennsylvania State Education Association (PSEA), under a
contract that expires on June 30, 2015.

Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public
School Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work
more than 80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However,
please note a Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS
regarding the purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of
increasing their pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution
rate of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate
of 25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established
under Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System.
Based on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer
contributions of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of
the total employer contribution rate. Contributions for the School District are as follows:

2010-11 $208,405
2011-12 281,375
2012-13 583,562
2013-14 660,061
2014-15 (Budget) 888,679

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the
largest source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1
billion in net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their
membership class and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-
16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
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Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for
current and future retired employees, and to provide retirement severance pay for existing employees. The School District has
become subject to the requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial
statements for the fiscal year ending June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial
Statements - Note 15 — Postemployment Benefits Plan” which can be found at:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx? submissionld=FEA484865
HALIFAX AREA SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING
Existing Continuing Disclosure Filing History
The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its

previously issued bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating
information during the past five (5) years is outlined in the table below.

Fiscal Year ‘ Filing Financial Statements Budget Operating Data
Ending \ Deadline '"! Filing Date EMMA ID % Filing Date EMMA ID % Filing Date EMMA ID !
6/30/2010 12/27/2010 12/26/2012 EP592059 12/26/2012 EP592056 10/28/2014 B! ER647895
6/30/2011 12/27/2011 12/26/2012 EP592056 12/26/2012 EP592049 12/26/2012 EP592049
6/30/2012 12/27/2012 122622012 1 EP592053 12/26/2012 EP592061 Various [ Various
6/30/2013 12/27/2013 12/23/2013 EA484865 12/23/2013 EA484866 12/23/2013 EA484866
6/30/2014 12/27/2014 12/192014 ' ER660783 7/3/2014 ER634461 10/28/2014 ' ER647902
Notes

' For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=

5 Some operating data available in 2009-2010 PDE-2057 Annual Financial Report (EMMA ID EP592059)
™ Filing of PDE-2057 Annual Financial Report. Audited financial statements filed on 2/15/2013 (EMMA ID EA444469)

B Included in various EMMA filings as well as publically available in an Official Statement of the School District. Tax collection results and pupil enrollment were
included in the Official Statement for the District’s General Obligation Bonds, Series of 2013, whose Official Statement was filed to EMMA on 10/2/2013. A Notice of
Reference to Other Submitted Documents was filed by the School District on 1/7/15 (EMMA ID ER670375). The assessed & market values as well as the tax & millage
rates was included in the PDE-2028 Budget filed under EMMA ID EP592061 on 12/26/2012. The ten largest taxpayers filed under EMMA ID ER670354.

[ Filing of PDE-2057 Annual Financial Report.

I Some operating data available in 2014-15 Budget (EMMA ID ER634461)

Based on the information above, the School District’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its audited financial statements and budget on December 26,
2012. Its operating data was filed on October 28, 2014, with portions of the operating data also contained in its PDE-2057 Annual
Financial Report filed on December 26, 2012.

For fiscal year ending June 30, 2011, the School District filed its annual financial and operating data on December 26,
2012.

For fiscal year ending June 30, 2012, the School District filed its PDE-2057 Annual Financial Report and budget on
December 26, 2012. Its audited financial statements were filed on February 15, 2013. A portion of its operating data was contained
in an Official Statement filed to EMMA on October 2, 2013 and a Notice of Reference to Other Submitted Documents was filed to
EMMA on January 7, 2015. Other portions of operating data are included in its budged filed on December 26, 2012. The ten largest
taxpayers were filed separately on January 7, 2015.

For fiscal year ending June 30, 2013, the School District filed its annual financial and operating data in a timely manner.
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For fiscal year ending June 30, 2014, the School District filed its PDE-2057 Annual Financial Report on December 19,
2014 and budget on July 3, 2014. Its operating data was filed on October 28, 2014, with portions of the operating data also
contained within its budget filed on July 3, 2014.

Failure to Provide Annual Financial Information

As outlined in the table above, the School District failed to provide certain annual financial information in a timely manner
during the past (5) five years. The School District filed a “Failure to Provide Annual Financial Information” notice to EMMA on
October 31, 2014.

Bond Insurance Rating Downgrades and Upgrades by S&P and/or Moody’s

Some of the School District’s bond issues that have been outstanding during the past five (5) years have been insured by
various bond insurance companies that have received rating downgrades and upgrades by both S&P and Moody’s. This information
was publicly available from widely accepted information sources at the time of their respective downgrades or upgrades. For
informational purposes, the School District filed a summary of rating upgrades and downgrades relating to certain bond insurance
companies.

Future Continuing Disclosure Compliance

The School District has conducted a thorough review of its continuing disclosure obligations and submissions. Upon
discovering any inadvertent omissions with respect to these filings, the School District, to the best of its knowledge, has attempted to
bring its continuing disclosure filings up to date.

In an effort to augment the School District’s procedures and policies to maintain future compliance, the School District has
taken additional steps intended to assure future compliance with its Continuing Disclosure Agreements. These steps include
implementing the MSRB’s EMMAs internal notification system whereby the School District will receive timely email reminders a
month in advance for all of the School District’s annual disclosure filings and coordinating with the School District’s financial
advisor to ensure all disclosure obligations have been made on a timely basis and in all material respects.

A member of the School District’s business office will be responsible for ensuring ongoing continuing disclosure
compliance. Members of the School District’s business office will make an effort to participate in any ongoing continuing education
regarding continuing disclosure undertaking if offered by local groups or affiliated organizations such as MSRB, PASBO or GFOA.
The School District may communicate with its financial advisor, underwriter(s), bond counsel, or solicitor regarding any questions
or concerns regarding ongoing continuing disclosure compliance. The School District may also communicate with its local auditor
and advise of the School District’s need for financial statements in a timely manner. In the event audited financial statements are not
available by the filing deadline, the School District will file to EMMA, if available, its State Form PDE-2057 Annual Financial
Report as an interim filing until such audited financial statements are available. Some of the operating data requirements may be
found contained within the School District’s financial statements or budget filing and may not be filed explicitly by themselves.
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Descriptive, Financial and Economic Information



[THIS PAGE INTENTIONALLY LEFT BLANK]



THE SCHOOL DISTRICT
Introduction

The Lower Dauphin School District is located in Dauphin County (the “County”) in central Pennsylvania, approximately 8
miles east of Harrisburg. The School District covers 89.1 square miles and is comprised of Hummelstown Borough and the
Townships of Conewago, East Hanover, Londonderry and South Hanover. The resident 2010 population served by the School
District was approximately 24,736.

Organization and Administration

The School District is governed by a board of nine School Directors (the “School Board”) who are residents within the
School District and who are elected for four-year terms on a staggered basis. The daily operations and management of the School
District are performed by a central administrative staff which is led by the School District Superintendent who is appointed by the
School Board. The Superintendent is supported by a Board Secretary, Business Manager and Assistant Superintendent, which are
further supported by coordinators and supervisors in specialty fields.
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School Building Facilities

The School District presently operates five elementary school buildings, a secondary school building which houses some
Administrative Offices and special education program, a middle school building and a senior high school building. An inventory of
existing facilities is listed as follows:

TABLE D-1
LOWER DAUPHIN SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition/ Rated
Construction Renovation Pupil 2014-15

Building Date Date(s) Grades Capacity Enrollment
Elementary:

Annie B.NYe ....cooviiiiiiiiceee 1925 1972/1993/2004 K-5 475 367

CONEWAZO ..ot 1956 1993/2012 K-5 200 202

East Hanover ............. 1952 1963/1992/2004 K-5 500 415

Elizabeth Z. Price!” 1891 1981 6-12 24 13

Londonderry .......cccccvveeiiiniineiieeennnns 1954 1981/1999 K-5 600 277

South Hanover ...........occcvveeveeeseniiennnnn. 1956 1963/1991/2004 K-5 500 389
Secondary:

Lower Dauphin Middle............ccceceenenes 1995 2003 6-8 1,142 866

Lower Dauphin Senior High ................... 1960 1995/2003 9-12 1,686 1,175

Lower Dauphin Administrative Offices .. 1976 2006 -—- -—- -—-

(M Additional Administrative Offices, student facility and special education programs.
Source: School District Officials.

Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and
projection of future enrollments, as reported by the School District’s Administrative officials.

TABLE D-2
LOWER DAUPHIN SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments'" Projected Enrollments®

School School

Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 1,994 1,922 3,916 2015-16 1,950 1,860 3,810
2011-12 1,977 1,894 3,871 2016-17 1,965 1,875 3,840
2012-13 1,963 1,915 3,878 2017-18 1,980 1,890 3,870
2013-14 1,956 1,893 3,849 2018-19 1,990 1,895 3,885
2014-150 1,938 1,848 3,786 2019-20 1,995 1,920 3,915

(DAs of October 1, 2014. Actual Enrollments are expected to increase as the school year progresses.

@Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools,
consortium-operated alternative high schools, and juvenile correctional institutions.

Source: Lower Dauphin School District officials.
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SCHOOL DISTRICT FINANCES

Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Superintendent and Business Manager and submitted to the School Board
for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in
the United States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards
Board pronouncements and Accounting Principles Board opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The government wide
statements report using the economic resources measurement focus and the accrual basis of accounting generally including the
reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long
term debt are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School
District’s financial statements are audited annually by a firm of independent certified public accountants, as required by
Commonwealth law. The firm of Brown Schultz Sheridan Fritz, Certified Public Accountants, of Harrisburg, Pennsylvania,
currently serves as School District Auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of its Audit which
can be found at http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=EA557408, any

procedure on the financial statements addressed in that report. Such auditor also has not performed any procedures relating to this
Official Statement.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of
Education (“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished
by PDE and submitted to the board of school directors for approval prior to the beginning of each fiscal year on which commences
July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under
Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act
17) all school districts of the first class A, second class, third class and fourth class must adopt a preliminary budget (which must
include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior to the date of the primary election
immediately preceding the beginning of each fiscal year. This preliminary budget must be printed and made available for public
inspection at least 20 days prior to its adoption; the board of school directors may hold a public hearing on the budget; and the board
must give at least 10 days’ public notice of its intent to adopt the preliminary budget prior to its adoption. The board of school
directors shall print the final budget and make it available for public inspection at least 20 days prior to its adoption and shall give
public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public hearing prior to adoption.
Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of school directors
at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to
PDE no later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed
percentage increase in the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and
within 10 days of the receipt of the information about the preliminary budget, but not later than 75 days prior to the upcoming
election, inform the school district whether the proposed percentage increase is less than or equal to the Index. If PDE determines
that a proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter approval for
the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions authorized under The
Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required
(see “The Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less
than one week before submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request,
a notice of the date, time and place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s
request and inform the school district of its decision no later than 55 days prior to the upcoming election so that, if PDE denies the
school district’s request, the school district may submit a referendum question to the local election officials at least 50 days before
the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks
approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not
approved by a majority of the voters voting on the question, the board of school directors may not approve an increase in the tax rate
greater than the applicable Index.
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables D-3 and
D-4. Table D-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15 school
year, adopted on June 9, 2014, projected $57,240,000 in revenue and expenditures of $60,940,000.

TABLE D-3
LOWER DAUPHIN SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET
(Years ending June 30)

ASSETS 2010 2011 2012 2013 2014
Cash and Cash Equivalents ...........c........... $722,754 $1,290,245 $2,165,694 $459,426 $1,076,592
Investments 12,211,096 12,655,463 15,475,513 21,391,920 22,516,597
Taxes Receivable...........ccoeeevieviiieniecnnennne. 1,744,093 1,589,272 1,581,106 1,709,013 1,564,327
Interfund Receivable ...........cccoeeevvveennn.n. 0 3,432 0 0 0
Intergovernmental Receivable... 2,301,198 1,826,560 1,715,834 2,116,985 3,083,977
Other Receivables...........coeevveeeeeeeneecnnennee. 240,148 188,708 153,355 151,943 155,311
INVENLOTIES.....vieviieeeeceeeeeeceeee e 30,000 30,000 30,000 30,000 30,000
TOTAL ASSETS.....ooooiieeieeeeeeeen, $17,249,289 $17,583,680 $21,121,502 $25,859,287 $28,426,804
LIABILITIES
Accounts Payable ...........ccocoeireneiiinenns $1,372,069 $614,684 $825,432 $978,203 $1,228,788
Due to Other Funds 0 0 0 3,000,000 0
Accrued Salaries and Benefits 2,597,730 2,909,990 3,135,453 3,265,745 4,073,685
Deferred Revenues 1,379,182 1,152,788 1,216,912 1,329,941 1,322,931
Other.....oooeieiiecieeieeeeeeea, 0 0 0 0 0
TOTAL LIABILITIES $5,348,981 $4,677,462 $5,177,797 $8,573,889 $6,625,404
FUND EQUITIES
Non-Spendable Fund Balance $30,000 $30,000 $30,000 $30,000 $30,000
Committed Fund Balance 0 7,600,000 7,600,000 7,600,000 7,600,000
Assigned Fund Balance......... 4,800,000 1,000,000 4,161,505 5,759,554 9,375,145
Unassigned Fund Balance 7,070,308 4,276,218 4,152,200 3,895,844 4,796,255
TOTAL FUND EQUITIES................. $11,900,308 $12,906,218 $15,943,705 $17,285,398 $21,801,400
TOTAL LIABILITIES
AND FUND EQUITIES...................... $17,249,289 $17,583,680 $21,121,502 $25,859,287 $28,426,804

Source: School District Annual Financial Reports.
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TABLE D-4

LOWER DAUPHIN SCHOOL DISTRICT GENERAL FUND*
SUMMARY OF CHANGES IN FUND BALANCE

(Years Ending June 30)
Actual Budget
2010 2011 2012 2013 2014 2015
Beginning Fund Balance................. $12,003,873 $11,900,305 $12,906,216 $15,943,702 $17,285,396 $21,801,399
Revenues over (under) Expenditure .. (103,568) 1,016,930 3,037,486 1,341,694 4,516,003 (3,700,000)
Prior Period Adjustments.... 0 (11,019) 0 0 0 0
Ending Fund Balance...................... $11,900,305 $12,906,216 $15,943,702 $17,285,396 $21,801,399 $18,101,399

*Totals may not add due to rounding.

(DBudget, as adopted June 9, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $58,237,762 in revenue in 2013-14 and has budgeted revenue of $57,240,000 in 2014-15. Local
sources contributed an increasing share of total revenue in the past five years, from 62.7 percent in 2009-10 to 65.9 percent 2013-14.
Revenue from Commonwealth sources contributed a decreasing share of total revenue from 32.0 percent to 33.1 percent over this period.
Federal and other revenue decreased from 5.3 percent to 1.0 percent during the period.

TABLE D-5

LOWER DAUPHIN SCHOOL DISTRICT

SUMMARY OF SCHOOL DISTRICT GENERAL FUND
REVENUES*
(For years ending June 30)

Actual Budget

REVENUE: 2010 2011 2012 2013 2014 20150
Local Sources:
Real Estate Taxes $25,758,593 $26,012,003 $26,916,470 $27,293,054 $27,572,996 $27,512,409
Interim Real Estate Taxes 208,675 186,255 241,656 145,081 154,699 200,000
Total Act 511 Taxes 5,478,089 6,034,727 6,255,999 7,015,681 7,779,827 6,514,000
Per Capita (Sec. 679) Taxes 73,123 73,451 73,450 74,303 74,403 73,000
Public Utility Realty Tax 43,488 49,215 46,755 46,589 44,574 44,000
Payments in Lieu of Current Taxes.........cccoceevvueueenenne 5,926 5,926 5,926 5,926 5,926 5,925
Delinquency on Taxes Levied 1,876,617 1,748,494 1,581,656 1,807,954 1,490,309 1,751,000
Earnings from Investments 45,433 21,679 13,666 17,655 47,136 50,000
Revenue from Student Activities ...........cceevvevueennennnn. 4,560 75,163 84,066 81,237 83,510 75,000
State Rev. Received - Other Intermediate Sources...... 51,698 49,372 51,540 55,479 60,965 60,000
Rentals 80,771 88,339 64,160 82,705 66,433 85,000
Federal IDEA Pass Through Revenue..........c.cccoveuenee 0 0 0 0 701,557 0
Contributions and Donations 1,500 67,560 50,059 29,340 21,500 305,000
Refund Prior Years Expenditures..........cccooeeveeennenns 8 156 10,731 0 8 0
Receipts from Other LEAS in Pa-Education............... 272,767 169,251 134,549 253,959 259,089 144,000
Other Sources 2,095 1,239 6,483 6,005 6,500 15,000

Total Local Sources $33,903,342 $34,582,829 $35,537,167 $36,914,969 $38,369,432 $36,834,334
State Sources:
Basic Instructional Subsidy $8,268,124 $8,109,945 $8,973,999 $8,966,669 $9,162,724 $9,162,436
Tuition for Orphans & Children in Private Homes...... 117,177 112,003 119,830 88,823 96,770 100,000
Special Education 2,230,417 2,155,305 2,091,255 2,091,245 2,091,251 2,091,245
Vocational Education 0 0 0 231 0 0
Driver Education 7,635 0 0 0 0 0
Alternative Education 11,930 0 0 0 0 0
Early Intervention 0 0 8,910 10,152 0 0
Transportation 1,751,435 1,736,679 1,637,272 1,593,004 1,461,161 1,600,000
Rentals and Sinking Fund Payments............ccccccceeunene 1,355,324 1,382,149 1,299,363 1,218,793 1,924,119 898,114
Health Services 73,091 72,052 70,602 70,450 71,397 75,000
State Property Tax Reduction Allocation.................... 1,344,690 1,343,292 1,343,979 1,343,525 1,345,398 1,347,826
Charter School 202,919 161,171 0 0 0 0
Revenue for Social Security 899,376 931,046 878,324 891,717 898,257 972,275
Revenue for Retirement 592,943 706,079 1,029,717 1,509,175 2,058,309 2,712,703
Extra Grants/Not Listed Elsewhere............c.cccoeveen.... 5,000 25,000 6,250 14,543 0 0
PA Accountability Grant 447,521 419,658 164,878 164,878 164,878 164,878

Total State Sources $17,307,583 $17,154,380 $17,624,380 $17,963,205 $19,274,264 $19,124,477
Federal Sources:

Total Federal Sources $2,812,039 $3,777,613 $1,345,839 $1,423,001 $539,066 $1,226,189
Other Sources:

Total Other Sources $55,000 $55,000 $55,000 $55,000 $55,000 $55,000
TOTAL REVENUE $54,077,963 $55,569,821 $54,562,386 $56,356,176 $58,237,762 $57,240,000

*Totals may not add due to rounding.
(DBudget, as adopted June 9, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE D-5
LOWER DAUPHIN SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*
(For years ending June 30)

Actual Budget
EXPENDITURES: 2010 2011 2012 2013 2014 2015"
Instruction $30,639,508 $32,140,531 $30,335,929 $31,127,391 $32,041,976 $34,770,398
Pupil Personnel 1,470,767 1,605,895 1,572,660 1,676,557 1,755,361 1,886,400
Instructional Staff 1,795,249 1,867,891 1,922,743 1,995,480 2,134,240 2,563,152
Administration 3,060,073 3,251,406 3,327,614 3,342,149 3,525,402 3,942,323
Pupil Health 460,008 458,309 465,550 484,660 514,694 581,518
Business 405,957 434,205 439,986 492,813 430,533 469,639
Operation and Maintenance 7,403,062 5,437,530 4,367,180 4,423,205 5,205,012 8,604,986
Student Transportation 2,586,376 2,648,827 2,640,724 2,543,147 2,488,008 2,962,864
Other Support Services 38,268 40,279 38,336 38,114 42,179 42,000
Operation of Non-instructional Services..............c..... 720,135 911,593 919,324 927,455 975,829 1,059,866
Debt Service 0 0 8,707 0 0 36,000
Fund Transfers 5,586,453 5,713,406 5,486,147 7,933,698 4,586,845 3,820,854
Refund of Prior Year Receipts .........cccceevneinicinnennns 15,675 43,019 0 29,813 21,680 0
Budgetary Reserve 0 0 0 0 0 200,000
TOTAL EXPENDITURES ..o $54,181,531 $54,552,891 $51,524,900 $55,014,482 $53,721,759 $60,940,000
SURPLUS (DEFICIT) OF REVENUES
OVER EXPENDITURES ($103,568) $1,016,930 $3,037,486 $1,341,694 $4,516,003 ($3,700,000)

*Totals may not add due to rounding.
(DBudget, as adopted June 9, 2014. See “Budgeting Process™ herein.
Source: School District Annual Financial Reports and Budget.
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In General

TAXING POWERS OF THE SCHOOL DISTRICT

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the

School District is empowered by the School Code and other statutes to levy the following taxes:

1.

A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed
valuation, to be used for general school purposes.

An unlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b.  to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building
Authority;

c.  to pay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or
any prior or subsequent act governing the incurrence of indebtedness of the school district; and

d.  to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of

July, 1959.

An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.

Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person,
subject, business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax
Enabling Act”). These taxes, which may include, among others, an additional per capita tax, a wage and other earned
income tax, a real estate transfer tax, a gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the
aggregate, an amount equal to the product of the market valuation of real estate in the School District (as certified by the
State Tax Equalization Board of the Commonwealth — “STEB”) multiplied by twelve mills. All local taxing authorities are
required by the Local Tax Enabling Act to exempt disabled veterans and members of the armed forces reserve who are
called to active duty at any time during the tax year from any local services tax and to exempt from any local services tax
levied at a rate in excess of $10 those persons whose total income and net profits from all sources within the political
subdivision is less than $12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require, taxing
authorities to exempt from per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10
or less per year, any person whose total income from all sources is less than $12,000 per year (which include full time
college students with respect to the per capita tax).

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

D-9



The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act”
or “Act 17), a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal
year, raise the rate of any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act
(Act 511), or increase the rate of any tax for school purposes by more than the Index (defined below), unless in each case either (a)
such increase is approved by the voters in the school district at a public referendum or (b) one of the exceptions summarized below
is applicable and the use of such exception is approved by the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school
district which had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of
2004, or (ii) prior to June 27, 2006, in the case of a school district which had not elected to become subject to
Act 72 of 2004; to pay interest and principal on any indebtedness approved by the voters at referendum
(electoral debt); and to pay interest and principal on debt refunding or refinancing debt for which one of the
above exceptions is permitted, as long as the refunding or refinancing incurs no additional debt other than for
costs and expenses related to the refunding or refinancing and the funding of appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under
specified circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the
estimated payments between the current year and the upcoming year is greater than the Index, as determined by
PDE in accordance with the provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed
the anticipated dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to
any other exception enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s
petition or request to increase taxes by more than the Index pursuant to one or more of the allowable exceptions is not approved, the
school district may submit the proposed tax increase to a referendum.

The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is
the average of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and
Industry for the preceding calendar year, and the employment cost index for elementary and secondary schools, as reported by the
federal Bureau of Labor Statistics for the preceding 12-month period beginning July 1 and ending June 30. If and when a school
district has a Market Value/Income Aid Ratio greater than 0.40 for the prior school year, however, the Index is adjusted upward by
multiplying the unadjusted Index by the sum of 0.75 and such Aid Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.8%
2012-13 2.1
2013-14 2.0
2014-15 2.5
2015-16 2.3

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election
seeking voter approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”)
and use the proceeds to reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved
by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal
election in any year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and
farmstead exclusions, but the proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum
homestead and farmstead exclusions allowable under law.

The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum
requirement is expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The
School District believes that it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt
service on the Bonds without exceeding the 2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a
result of the other available and approved (non-debt related) exceptions to the Index).
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Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an
occupation tax to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal
income tax in accordance with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace
an occupation tax, the board of school directors must first hold at least one public hearing on the matter and then place a binding

referendum question on the ballot at a general or municipal election for approval by the voters.
The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes
for the school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year
that includes an estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total

budgeted expenditures, as set forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a
Percentage of Total budgeted Expenditures:

Total Budgeted Expenditures

Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%

8.0%

Greater than or equal to $19,000,000

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is
appropriable for expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the
school year for which a school district’s budget was adopted and held in the general fund accounts of the school district.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Tax Levy Trends

Table D-6 shows the recent trend of tax rates levied by the School District. Table D-7 shows the comparative trend of real
property tax rates for the School District, Dauphin County and the municipalities within the School District.

TABLE D-6
LOWER DAUPHIN SCHOOL DISTRICT
TAX RATES
Real Real Estate Wage and Local
Estate Per Capita? Transfer Income Services® Occupation
(mills) ® (%) (%) ® (&)
2010-11 wooviiiiiiciciccnceee 18.10 10.00 0.50 0.50 10.00 250.00
2011-12 ... 18.42 10.00 0.50 0.50 10.00 250.00
2012-13 e 18.42 10.00 0.50 0.50 10.00 250.00
2013-14 o 18.42 10.00 0.50 0.50 10.00 250.00
2014-15 i 18.42 10.00 0.50 0.50 10.00 250.00
1)
Includes School Code and Act 511 Taxes.
@Subject to sharing with municipalities at the rate of 50%.
Source: School District officials.
TABLE D-7

LOWER DAUPHIN SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)"

2010-11 2011-12 2012-13 2013-14 2014-15
SCNOO! DISLFICEY ... 18.10000 18.42000 18.42000 18.42000 18.42000
Municipalities within School District: 2010 2011 2012 2013 2014
Conewago TOWNSHID .........oveeveeeeeeeeeeeeeeee e 0.00000 0.00000 0.00000 0.00000 0.00000
East Hanover TOWNShIP .......o.ooveveeeeeeeeeeeeeeeeeeereen 0.18000 0.18000 0.18000 0.18000 0.18000
Hummelstown Borough............cccevvevievinceenieeiencseenene 2.00000 2.35000 2.35000 2.35000 2.35000
Londonderry TOWNSID «.......c.oveveeeeeeeeeeeeeeeseeeeseseens 2.50000 2.50000 2.50000 2.50000 2.50000
South Hanover Township® 0.46110 0.46110 0.2.6300 0.2.6300 0.2.6300
Dauphin County™ ......c.oooeeeeeeeeeeeeeeeeeeeee e 6.87600 6.87600 6.87600 6.87600 6.87600

(DSchool District Fiscal Year begins July 1 and ends June 30.

@Includes hydrant and street light tax.

®Does not include County Library Tax.

Source: PA Department of Community Economic Development: www.newpa.com.
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Real Property Tax

The real property tax (excluding delinquent collections) produced $ 27,572,996 in 2013-14, approximately 47.3 percent

of revenues.

The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year.

Taxpayers who remit within two months of July 1 receive a 2 percent discount, and those who remit subsequent to October 31 are

assessed a 10 percent penalty.

The following tables summarize recent trends of assessed and market valuations of real property and real property tax
collection data. The countywide assessment in Dauphin County became effective in 2001.

TABLE D-8
LOWER DAUPHIN SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market Assessed
Fiscal Year Value Value Ratio

201011 ceeiiieee e $1,885,061,086  $1,554,470,100 82.46%

201112 e 1,918,250,264 1,578,631,400 82.30%

2012-13 e 1,979,129,590 1,595,848,200 80.63%

201314 oo 1,997,863,096 1,609,332,000 80.55%

2014-15% oo 1,979,129,590 1,645,399,400 83.14%

*Budgeted, taken from the PDE 2028 Budget Report.

Source: Pennsylvania State Tax Equalization Board.

TABLE D-9
LOWER DAUPHIN SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY
2012-13 2012-13 2013-14 2013-14
Market Assessed Market Assessed
Value Value Value Value

Lower Dauphin School District ........... $1,979,129,590 $1,595,848,200 $1,997,863,096 $1,609,332,000
Conewago Township..................... . 240,736,348 185,207,600 242,526,371 186,101,200
East Hanover Township ...........c.coc...... 666,960,140 530,215,200 672,986,588 533,726,200
Hummelstown Borough ....................... 234,067,844 191,004,300 231,156,109 191,757,700
Londonderry Township . 335,260,172 262,111,700 337,918,311 263,410,400
South Hanover Township............c........ 502,105,086 427,309,400 513,275,717 434,336,500

Dauphin County .........ccccoevvveveveennne.

17,749,782,221 14,533,333,450 17,943,174,947

14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE D-10
LOWER DAUPHIN SCHOOL DISTRICT
ASSESSMENT BY LAND USE
2009-10 2010-11 2011-12 2012-13 2013-14
Residential............. $993,429,300 $1,003,882,000 $ 987,026,600 $1,005,076,000 $1,071,092,400
LOtS. oo 26,865,100 25,716,000 24,019,700 26,546,400 26,091,000
Industrial ............... 23,256,400 22,993,100 23,004,100 22,998,500 22,824,300
Commercial........... 233,162,900 414,672,700 420,038,100 417,626,300 365,582,100
Agriculture ............ 82,625,800 81,640,000 82,891,900 75,155,300 74,585,600
Land 5,610,800 5,566,300 6,150,700 12,687,300 12,770,700
Seasonal ................ 0 0 3,628,600 3,598,400 3,904,300
Trailers .......ooovve.... 0 0 31,871,700 32,160,000 32,481,600
Total ..vooeeenne... $1,364,950,300 $1,554,470,100 $1,578,631,400 $1,595,848,200 $1,609,332,000

Source: Pennsylvania State Tax Equalization Board.
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TABLE D-11

LOWER DAUPHIN SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Collections Total Collections
Current as Percent Current as Percent
Year of Total Plus of Total
Collections Adjusted Delinquent Adjusted
Year Tax Levy (July-June) Flat Billing Collections Flat Billing
2010-11 i, $26,957,516 $26,012,003 96.49% $27,236,702 101.04%
27,852,541 26,916,470 96.64 28,060,822 100.75
28,185,975 27,293,054 96.83 28,506,302 101.14
28,478,362 27,572,996 96.82 28,581,032 100.36
2014-15 (€5t.) coververrverereeeennnn 28,668,029 27,756,386 96.82 28,877,140 100.73

Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table D-12. The

aggregate assessed value of these ten taxpayers totals approximately 16.8 percent of total assessed value. Some of these major
taxpayers have failed to pay taxes on a current basis, but have paid them with penalties.

Other Taxes

TABLE D-12

LOWER DAUPHIN SCHOOL DISTRICT

TEN LARGEST REAL PROPERTY TAXPAYERS

Owner

2014-15

Assessed Value

GLP Capital LP

Amergen

The Meadows of Hershey
Hershey Trust Co.

New Penn Hospitality
Cedar Hershey LLC
Chesapeake Estates

Cedar Manor

GPT Harrisburg

K88 Inc.
Total

$191,800,000
21,604,200
15,719,500
10,632,200
9,800,300
7,133,500
6,337,800
4,837,500
4,672,000
3,714,900

$276,251,900

Source: School District officials. Represents certain significant holdings as reported by local tax collectors.

Under Act 511, the School District anticipates collecting $7,779,827 in other taxes in 2013-14. Among the taxes

authorized by Act 511, the School District currently levies the Earned Income Tax, Real Estate Transfer Tax, Local Services Tax,
Per Capita Tax and Occupation Tax. The Act 511 limit, for 2013-14, equal to 12 mills on the market value of real property, should

be $23,974,357.

2013-14 the collected portion of this tax yielded $3,626,986 or 6.2 percent of total revenue.

old yielded $74,403 in 2013-14 or less than one percent of total revenue.
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Earned Income Tax. The School District levies a tax of 1.00% (subject to sharing) on the earned income of residents. In

Real Estate Transfer Tax. A tax of 1.00% (subject to sharing) of the value of real estate transfers yielded $1,692,961 in
2013-14 or 2.9 percent of total revenue.

Per Capita Tax. A tax of $10.00 ($5.00 under Act 511 and $5.00 under the School Code) on each resident over 18 years



Occupation Tax. A tax of $250.00 is levied on each resident working within the School District. In 2013-14 the School
District’s collected portion of this tax yielded $2,344,295 or 4.0 percent of total revenue.

Local Services Tax (Emergency & Municipal Services Tax). A tax of $10.00 is levied on each resident working within the
School District. In 2013-14 the collected portion of this tax yielded $41,182 of total revenue.

Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to
statutory provisions and annual appropriation by the Pennsylvania General Assembly.

A basic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real
property in the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as
compared with the tax effort of other school districts in the Commonwealth. Subsidies for special education, pupil transportation,
vocational education, health service and debt service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a
portion of debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based
on the "Reimbursable Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid
Ratio”) or 50.00%. The School District officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum
of 56.72 percent. The applicable factor in determining reimbursement from the Commonwealth on the debt service of the Bonds
only is estimated to be 50.00%. The product of these two factors is 28.36 percent which is the maximum potential percentage of
debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement
Table D-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE D-13
LOWER DAUPHIN SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding
General Obligation Bonds, Series of 2013 ........cccovieiinieninieieieiencnee, $4,880,000
General Obligation Bonds, Series A 0f 2012 .....cccooieiiiniiiinieiiieieneee, 4,040,000
General Obligation Bonds, Series 0f 2012 .......c.ccoceveeriinieninieieeieienenne, 7,080,000
General Obligation Bonds, Series 0f 2010 .......c.ccceveerinienienieniinieieneneen 17,980,000

TOTAL NONELECTORAL DEBT ......oovieieieieeeeeeeeeeee e $33,980,000
LEASE RENTAL DEBT
State Public School Building Authority'”

Guaranteed School Lease Revenue Bonds, Series of 2015 ................... $2,621,616

TOTAL LEASE RENTAL DEBT ......oocieviieieieeiesieeeeieeesie e $2,621,616

TOTAL PRINCIPAL OF DIRECT DEBT.....ccctectevieieieieeeeeeeeiee $36,601,616

*Includes the Bonds offered through this Official Statement.

() Represents the School District’s allocable 13.51% pro-rata share of the total principal amount of $19,405,000 for the Dauphin
County Technical School Project.
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Table D-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the
principal of direct debt of the School District will total $36,601,616. After adjustment for available funds and estimated
Commonwealth Aid, the local effort of direct debt will total $28,920,048.

TABLE D-14
LOWER DAUPHIN SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aig®"
DIRECT DEBT
Nonelectoral Debt $33,980,000 $27,041,923
Lease Rental Debt 2,621,616 1,878,125
TOTAL DIRECT DEBT ...ttt $36,601,616 $28,920,048
OVERLAPPING DEBT
Dauphin County, General Obligation™ ...............ccocovveveoeereeeeeeeeeeeeecersnnnn. $37,810,596 $37,810,596
Municipal Debt.........cccoorirenieiieieeeenenn 20,422,147 20,422,147
TOTAL OVERLAPPING DEBT $58,232,743 $58,232,743
TOTAL DIRECT AND OVERLAPPING DEBT .....coovieiieieeeeeieeeeeae $94,834,359 $87,152,792
DEBT RATIOS
Per Capita (2010)....ccueieeeieeiieierieeierie et ie sttt et nae e neeae e $3,833.86 $3,523.32
Percent 2013-14 Assessed ValUe.........ccoueeeveiiiiieiieiecciee e 5.89% 5.42%
Percent 2013-14 Market ValUue.........cooovvieereiiiiieiieiecceece e 4.75% 4.36%

*Includes the Bonds offered through this Official Statement.

(DDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of
School District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.
@Pro rata 11.13 percent share of $339,583,901 principal amount outstanding.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s
“Borrowing Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act)
for the three full fiscal years ended next preceding the date of incurring debt. The School District calculates its present borrowing
base and borrowing capacity as follows:

Total ReEVENUES TOI 201 112 ...uuviiiiiiieeeeiiee et ee e et e e e e eaeeeeeaaa e e eeaaeeeeareeenn, $53,263,023
Total Revenues fOr 2012-13 ... .oviiiiiieeeeee ettt e ee e et e e e e e e eaeeeeeaaeeeeeaaeeeeaneeenn, 55,137,383
Total ReVENUES FOI 201314 ..oooeiiiieeeeeeeeeeee ettt e e e et e e e e et e e e e e e e s esaaaeaeeesesenaraaeees 56,313,643

o] =1 ISP $164,714,049
Annual Arithmetic Average (Borrowing Base) .........cccevuieieririenieiienieieseeeecee e, $54,904,683

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the
aggregate net principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding,
would cause the net nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the
aforesaid percentage to the School District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity
Net Nonelectoral Debt and Lease Rental Debt Limit:
225% of Borrowing Base . $123,535,537 $36,601,616 $86,933,921

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of
principal of debt estimated to be reimbursed by Commonwealth Aid.
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Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing

The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
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LABOR RELATIONS
School District Employees

There are presently 532 employees of the School District; 310 employees are teachers, 22 administrative employees, and 200
are support personnel. The support personnel include secretaries, custodians and teachers’ aides.

The School District's teachers are represented by the Educators of Lower Dauphin, an affiliate of the Pennsylvania State
Education Association (PSEA), under a contract with the School District, which expires on June 30, 2017. The custodians and
crossing guards are represented by the American Federation of State, County and Municipal Employees District Council 90, under a
contract which expires on June 30, 2016.

Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public School
Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work more than
80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However, please note a
Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS regarding the
purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of increasing their
pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution rate
of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate of
25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established under
Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System. Based
on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer contributions
of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of the total
employer contribution rate. Contributions for the School District are as follows:

2010-11 $1,389,443
2011-12 2,008,446
2012-13 3,028,789
2013-14 4,117,056
2014-15 (Budget) 5,426,378

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the largest
source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1 billion in
net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their membership class
and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS.state.pa.us
Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for current
and future retired employees, and to provide retirement severance pay for existing employees. The School District has become
subject to the requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial statements
for the fiscal year ending June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial Statements -

Note 11 — Postemployment Benefits Plan” which can be found at:

http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=EA557408
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LOWER DAUPHIN SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING
Existing Continuing Disclosure Filing History
The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its

previously issued bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating
information during the past five (5) years is outlined in the table below.

Fiscal Year ‘ Filing Financial Statements Budget ‘

Operating Data
Ending ‘ Deadline " Filing Date EMMA ID “ Filing Date EMMA ID ™ Filing Date EMMA ID *
6/30/2010 12/27/2010 1/26/2011 EP423842 7/28/2010 EA363265 Various 3l Various P!
6/30/2011 12/27/2011 12/8/2011 ER459762 1/7/2015 ER670394 Various Various ¥
6/30/2012 12/27/2012 12/4/2012 EP587545 12/4/2012 EP587709 Various Bl Various !
6/30/2013 12/27/2013 12/4/2013 EP632009 12/4/2013 EP632020 12/5/2013 EA483949
6/30/2014 12/27/2014 12/4/2014 EA557408 12/4/2014 EA557410 12/4/2014 EA558039
Notes

' For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx ?submissionld =

B Included in various EMMA filings as well as publically available in Official Statements of the School District. Tax collection results, top 10 taxpayers and pupil
enrollment were included in the Official Statement for the District’s General Obligation Bonds, Series of 2010 and Series A of 2010, whose Olfficial Statement was filed to
EMMA on 9/1/2010. A Notice of Reference to Other Submitted Documents was filed by the School District on January 7, 2015(EMMA ID ER670213). The assessed &
market values as well as the tax & millage rates was included in the PDE-2028 Budget filed under EMMA ID EA363265 on 7/28/2010.

A Included in various EMMA filings as well as publically available Official Statement of the School District. Assessed & market values, tax collection results, tax &
millage rates, top 10 taxpayers and pupil enrollment were included in the Official Statement filed to EMMA on 5/30/2012. A Notice of Reference to Other Submitted
Documents was filed by the School District on January 7, 2015 (EMMA ID ER670219). The assessed & market values as well as the tax & millage rates can also be
found in the PDE-2028 Budget filed under EMMA ID ER6703940n 1/7/2015.

Bl Included in various EMMA filings as well as publically available in Official Statements of the School District. Tax collection results, top 10 taxpayers and pupil
enrollment were included in the Official Statement for the District’s General Obligation Bonds, Series A of 2012, whose Olfficial Statement was filed to EMMA on
11/27/2012. A Notice of Reference to Other Submitted Documents was filed by the School District on 1/7/2015 (EMMA ID ER670224). The assessed & market values as
well as the tax & millage rates was included in the PDE-2028 Budget filed under EMMA ID EP587709 on 12/4/2012.

Based on the information above, the School District’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its audited financial statements on January 26, 2011 and its
budget on July 28, 2010. A portion of its operating data was contained in Official Statements filed to EMMA on September 1, 2010
and a Notice of Reference to Other Submitted Documents was filed to EMMA on January 7, 2015. The remaining portion of its
operating data was included in its budget filed on July 28, 2010.

For fiscal year ending June 30, 2011, the School District filed its audited financial statements on December 8, 2011. Its
operating data was contained in an Official Statement filed to EMMA on May 30, 2012 and a Notice of Reference to Other
Submitted Documents was filed to EMMA on January 7, 2015. Its budget was filed on January 7, 2015.

For fiscal year ending June 30, 2012, the School District filed its audited financial statements and budget on December 4,
2012. A portion of its operating data was contained in an Official Statement filed to EMMA on November 27, 2012 and a Notice of
Reference to Other Submitted Documents was filed to EMMA on January 7, 2015. The remaining portion of its operating data was
included in its budget filed on December 4, 2012.

For fiscal year ending June 30, 2013, the School District filed its annual financial and operating data in a timely manner.

For fiscal year ending June 30, 2014, the School District filed its annual financial and operating data in a timely manner
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APPENDIX E

MIDDLETOWN AREA SCHOOL DISTRICT
Descriptive, Financial and Economic Information
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THE SCHOOL DISTRICT

Introduction

The Middletown Area School District is located in the southern portion of Dauphin County (the “County”), approximately
ten miles from the City of Harrisburg and just east of the Susquehanna River. The School District consists of Lower Swatara
Township and the Boroughs of Middletown and Royalton. The School District is situated in the eastern part of the United States, on
the western fringe of the highly urbanized and industrial region which sprawls from Washington, D.C., to Boston, Massachusetts.

Because of the School District's close proximity to the largest metropolitan communities of the East, the world's largest
markets are readily available for the many diverse products of the area. The School District's location and its many other attributes
form a nucleus of economic and social activity that is impressive from all points of view.

Organization and Administration

The School District is a School District of the Third Class, organized and existing under the laws of the Commonwealth of
Pennsylvania (the "Commonwealth").

The School District is governed by a board of nine School Directors (the “School Board”) who are residents within the
School District and who are elected for four-year terms on a staggered basis. The daily operations and management of the School
District are performed by a central administrative staff which is led by the School District Superintendent who is appointed by the
School Board. The Superintendent is supported by a Board Secretary and Assistant to the Superintendent, which are further
supported by directors in specialty fields.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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School Building Facilities

The School District presently operates three elementary school buildings, a middle school building and a high school
building. An inventory of existing facilities is listed as follows:

TABLE E-1
MIDDLETOWN AREA SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition/ Rated
Construction Renovation Pupil 2014-15

Building Date Date(s) Grades Capacity Enrollment
Elementary:

Lyall J. FInK c..ooeeeieiiieeeeee 1964 2008 & 2013 K-5 450 221

John C. Kunkel.......ccoooooeiinnniiniienns 1962 1996 K-5 475 433

Robert G. Reid ....ccooevviieiiieiiieiiiiiiee, 2003 -—- K-5 600 466
Secondary:

Middletown Area Middle...........ccceveneee 2007 - 6-8 932 526

Middletown Area High .........ccccceceninin. 1962 1991 & 2001 9-12 865 647

Source: School District Officials.
Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and
projection of future enrollments, as reported by the School District’s Administrative officials.

TABLE E-2
MIDDLETOWN AREA SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments' Projected Enrollments®

School School

Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 1,047 1,262 2,309 2015-16 1,163 1,141 2,304
2011-12 1,063 1,234 2,297 2016-17 1,167 1,130 2,297
2012-13 1,097 1,214 2,311 2017-18 1,169 1,148 2,317
2013-14 1,114 1,229 2,343 2018-19 1,163 1,171 2,334
2014-15" 1,120 1,173 2,293 2019-20 1,154 1,210 2,364

(DAs of October 1, 2014. Actual Enrollments are expected to increase as the school year progresses.

@Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools,
consortium-operated alternative high schools, and juvenile correctional institutions.

Source: Middletown Area School District officials.
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SCHOOL DISTRICT FINANCES
Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Superintendent and Assistant to the Superintendent for Finance and
Operations and submitted to the School Board for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in
the United States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards
Board pronouncements and Accounting Principles Board opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The government wide
statements report using the economic resources measurement focus and the accrual basis of accounting generally including the
reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long
term debt are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School
District’s financial statements are audited annually by a firm of independent certified public accountants, as required by
Commonwealth law. The firm of Boyer & Ritter, Certified Public Accountants, of Camp Hill, Pennsylvania, currently serves as
School District Auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of its Audit which
can be found at Attp://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=ER662915, any

procedure on the financial statements addressed in that report. Such auditor also has not performed any procedures relating to this
Official Statement.
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Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of
Education (“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished
by PDE and submitted to the board of school directors for approval prior to the beginning of each fiscal year which commences on
July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under
Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act
17) all school districts of the first class A, second class, third class and fourth class must adopt a preliminary budget (which must
include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior to the date of the primary election
immediately preceding the beginning of each fiscal year. This preliminary budget must be printed and made available for public
inspection at least 20 days prior to its adoption; the board of school directors may hold a public hearing on the budget; and the board
must give at least 10 days’ public notice of its intent to adopt the preliminary budget prior to its adoption. The board of school
directors shall print the final budget and make it available for public inspection at least 20 days prior to its adoption and shall give
public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public hearing prior to adoption.
Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of school directors
at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to
PDE no later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed
percentage increase in the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and
within 10 days of the receipt of the information about the preliminary budget, but not later than 75 days prior to the upcoming
election, inform the school district whether the proposed percentage increase is less than or equal to the Index. If PDE determines
that a proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter approval for
the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions authorized under The
Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required
(see “The Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less
than one week before submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request,
a notice of the date, time and place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s
request and inform the school district of its decision no later than 55 days prior to the upcoming election so that, if PDE denies the
school district’s request, the school district may submit a referendum question to the local election officials at least 50 days before
the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks
approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not
approved by a majority of the voters voting on the question, the board of school directors may not approve an increase in the tax rate
greater than the applicable Index.
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables E-3 and
E-4. Table E-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15 school
year, adopted on June 23, 2014, projected a balanced budget of revenue and expenditures of $40,681,199, which includes a

budgetary reserve of $420,000.

TABLE E-3

MIDDLETOWN AREA SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET

(Years ending June 30)

Actual
ASSETS 2011 2012 2013 2014
Cash and Cash Equivalent ..............ccceceenee. $475,689 $396,961 $8,754,556 $9,953,577 $5,675,701
INVEStMENES ...ovvveeieeiieiiieeeeee e 6,022,706 6,639,442 780,245 2,209,139 6,570,156
Taxes Receivable, net.......ccocveeveriveeeviienennn, 1,950,453 2,321,255 2,382,707 2,479,401 2,163,934
Due From Other Funds.......... 13,009 27,513 4,379 18,082 34,711
Due From Other Governments ................ 264,430 152,138 75,343 32,199 42,857
State and Federal Revenue Receivables ........ 1,573,373 1,072,791 1,089,725 587,210 1,053,007
Other Receivables ........cocevveiereeieveeciienenns 16,721 8,897 210,461 17,948 39,486
Prepaid Expenses ... 23,366 5,860 5,817 12,434 51,076
TOTAL ASSETS.....ocoieeeeeeeeeeee $10,339,747 $10,624,357 $13,303,233 $15,309,990 $15,630,928
LIABILITIES
Accounts Payable ..........cccooeeiininieinn $993,098 $1,181,677 $725,795 $865,110 $617,769
Due to Other Funds ........ccccoeeveivierireiennnnne 1,894,865 615,382 960,829 2,909,270 2,204,068
Accrued Salaries and Benefits........... 1,296,927 1,360,070 1,477,794 1,573,143 1,947,112
Payroll Deductions and Withholdings . 210,323 226,050 191,342 206,764 232,157
Deferred Inflows of Resources .. 936,063 1,290,497 1,352,123 1,156,564 1,169,809
Other Current Liabilities ....... 0 100 18,651 17,070 27,907
TOTAL LIABILITIES ......cvveeeee $5,331,276 $4,674,276 $4,726,534 $6,727,921 $6,198,822
FUND EQUITIES
Non-spendable Fund Balance........................ $23,366 $5,860 $5,817 $12,434 $51,076
Restricted Fund Balance........ 467,268 467,268 467,268 467,268 467,268
Committed Fund Balance... 1,537,329 2,724,138 5,299,518 5,020,599 5,892,204
Assigned Fund Balance...... 0 0 138,431 169,336 0
Unassigned Fund Balance .............cococceuenne. 2,980,508 2,753,315 2,665,665 2,912,432 3,021,558
TOTAL FUND EQUITY ..o $5,008,471 $5,950,581 $8,576,699 $8,582.,069 $9,432,106
TOTAL LIABIITIES
AND FUND EQUITIES .....cccoovevenee. $10,339,747 $10,624,857 $13,303,233 $15,309,990 $15,630,928
Source: School District Annual Financial Reports.
TABLE E-4
MIDDLETOWN AREA SCHOOL DISTRICT GENERAL FUND*
SUMMARY OF CHANGES IN FUND BALANCE
(Years Ending June 30)
Actual Budget
2010 2011 2012 2013 2014 2015
Beginning Fund Balance................. $4,249,956 $5,008,471 $5,950,582 $8,576,700 $8,582,071 $9,432,109
Prior Period Adjustments 0 (8,621) 0 0 0 0
Revenues over (under) Expenditure .. 758,515 950,732 2,626,118 5,370 850,039 0
Ending Fund Balance...................... $5,008,471 $5,950,582 $8,576,700 $8,582,071 $9,432,109 $9,432,109

*Totals may not add due to rounding.

(DBudget, as adopted June 23, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $40,143,192 in revenue in 2013-14 and has budgeted revenue of $40,681,199 in 2014-15. Local sources contributed an
increasing share of total revenue in the past five years, from 63.6 percent in 2009-10 to 64.9 percent 2013-14. Revenue from Commonwealth sources
contributed an increasing share of total revenue from 32.1 percent to 33.5 percent over this period. Federal and other revenue decreased from 4.3 percent
to 1.6 percent during the period.

TABLE E-5
MIDDLETOWN AREA SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
REVENUES*
(For years ending June 30)

REVENUES Actual Budget
Local Sources: 2010 2011 2012 2013 2014 20150
Current Real Estate TAXES ......vvveervveeeerrreeeeesrrennn. $16,628,520 $16,992,897 $17,375,983 $17,850,102 $18,381,967 $18,860,235
Interim Real Estate TAXES .....vvveerrveeerrreeeeerrreennn. 152,271 115,412 100,484 149,921 160,527 100,000
Public Utility Realty Tax 30,929 31,745 31,603 32,215 30,092 30,000
Payments in Lieu of Current Taxes/State & Local 3,129 3,951 3,117 2,812 2,496 2,500
Current Act 511 Taxes 5,010,975 5,713,469 5,189,891 5,999,914 5,392,756 5,478,000
Delinquency on Taxes Levied/

Assessed by the LEA 777,464 722,451 996,685 1,555,342 1,036,352 1,034,000
Earnings on Investments 87,363 155,050 105,032 91,274 100,850 90,000
Revenue from Student Activities...........c..cocevene.e. 554 61,682 60,817 49,164 59,580 60,500
Revenue from Local Government Units............... 4,000 25,000 4,860 6,623 0 0
State Rev. Recvd. From Other PA Public Schools 28,329 3,000 3,686 4,888 0 0
State Rev. Revd. From Other

Intermediary Source 0 0 0 17,591 14,696 0
Federal Rev. Revd. From Other

PA Public Schools 0 0 7,501 9,801 7,234 0
Federal IDEA Pass Through Revenue................... 491,824 483,282 465,129 429,636 424,268 424,168
Federal ARRA IDEA Pass Through Revenue....... 217,164 281,168 53,683 0 0 0
Federal Rev. Revd. From Other Intermed. Sources 26,783 34,484 53,318 68,548 56,317 48,500
Rentals 27,771 26,744 29,337 24,308 36,561 24,000
Contributions and Donations from

Private Sources 20,191 13,722 4,385 1,394 16,146 0
Regular Day School Tuition...........ccceveevveucnincnne 7,380 6,240 600 0 0 0
Summer School Tuition 10,337 9,370 7,238 12,545 10,921 9,500
Receipts from Other LEAS in PA - Education....... 152,116 69,892 158,453 35,719 33,331 0
Refund of Prior Years' Expenditures............ . 82,853 30,038 89,983 175,281 238,517 0
All Other Local Revenues Not Specified 17,285 19,692 30,626 46,354 53,159 20,818

Total Local Sources $23,777,235 $24,799,291 $24,781,410 $26,563,432 $26,055,769 $26,182,239
State Sources:

Basic Instructional Subsidy ..........c.cccevevevereennnne. $6,708,747 $6,613,709 $7,289,958 $7,287,269 $7,424,369 $7,424,415
Charter Schools 84,556 114,463 0 0 0 0
Tuition - Orphans & Children Placed

in Private Homes 122,103 569 59,637 45,892 126,109 0
Special Education 1,538,024 1,529,979 1,529,979 1,529,979 1,529,982 1,529,979
Transportation 634,205 655,947 601,330 606,639 586,119 586,118
Rental and Sinking Fund Payments....................... 505,732 528,350 521,691 538,000 532,295 553,580
Health Services 59,862 48,151 47,327 47,440 47,675 47,500
State Property Tax Reduction Allocation............... 923,566 922,003 921,635 920,269 919,638 923,981
PA Accountability Grant 444,901 417,201 163,913 163,913 163,913 163,913
Dual Enrollment Grants 10,834 4,423 7,933 0 0 0
Other Revenue not Listed 0 40 0 0 160 311,280
Revenue for Social Security Payments.................. 597,817 629,885 588,756 602,469 604,460 631,110
Revenue for Retirement Payments ............cc.cce... 364,461 459,395 662,529 962,937 1,499,628 1,741,787

Total State Sources $11,994,809 $11,924,115 $12,394,689 $12,704,807 $13,434,347 $13,913,663
Federal Sources:

Total Federal SOUrCeS ..........cccoveeveeierenierenns $1,592,787 $1,982,411 $950,957 $844,505 $622,204 $585,297
Other Sources:

Total Other Sources $5,537 $107,693 $285,414 $7,826 $30,872 $0
TOTAL REVENUES $37,370,369 $38,813,510 $38,412,470 $40,120,570 $40,143,192 $40,681,199

*Totals may not add due to rounding.
(MBudget, as adopted June 23, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE E-5
MIDDLETOWN AREA SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*
(For years ending June 30)

Actual Budget

EXPENDITURES 2010 2011 2012 2013 2014 2015
Instruction $20,399,140 $20,558,739 $18,394,946 $19,767,682 $19,947,990 $21,602,661
Pupil Personnel............... . 1,101,747 1,167,265 1,573,237 1,724,089 1,724,835 1,765,496
Instructional Staff Services . 888,565 1,052,688 907,078 944,585 1,068,852 1,004,577
Administrative SErviCes .........ccvverueerrereerereeernens 2,114,939 2,206,455 2,083,079 2,067,309 2,218,418 2,327,567
Pupil Health ......ccocooeiiiiiiiieceee 355,389 352,233 404,392 441,618 447212 457,915
BUSINESS SEIVICES.....cuvveievieeereeecreeeeeeeeeee e 541,626 505,559 466,443 494,078 517,463 531,462
Operation and Maintenance of Plant Services..... 3,170,119 3,446,790 2,997,946 3,080,523 3,147,467 3,369,365
Student Transportation Services............cccevveruenne 1,484,383 1,464,821 1,447,447 1,445,655 1,463,381 1,415,571
Central & Other Support Services 661,996 782,790 730,329 897,370 966,528 1,015,523
Other Support Services................. . 24,160 24,655 23,319 23,575 23,013 23,575
Student & COMMUNILY ......c.cvevevererirreieriieenenenes 200,071 785,091 773,880 887,524 956,350 996,118
Facilities, Acq., Const. and Impr..........ccceoveuenee 5,022 114,598 829,005 37,586 24,275 0
Debt SEIVICE ..uvovvvieeiieiiicieeee e 0 328,563 0 0 0 0
Refund of Prior Year Receipts......cccccceeeeuereeenee 327,614 0 83,959 301,408 6,616 0
Fund Transfer .........c..cccoeue... . 5,337,083 5,072,531 5,071,292 8,001,698 6,780,753 5,751,369
Budgetary Reserve...........c.c..... . 0 0 0 0 0 420,000

TOTAL EXPENDITURES..........ccccveireenne $36,611,854 $37,862,778 $35,786,352 $40,115,200 $39,293,153 $40,681,199
REVENUES OVER (UNDER)

EXPENDITURES........cccoceiiiireveese e $758,515 $950,732 $2,626,118 $5,370 $850,039 $0

*Totals may not add due to rounding.
(Budget, as adopted June 23, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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In General

TAXING POWERS OF THE SCHOOL DISTRICT

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the

School District is empowered by the School Code and other statutes to levy the following taxes:

1.

A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed
valuation, to be used for general school purposes.

An unlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b.  to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building
Authority;

c.  to pay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or
any prior or subsequent act governing the incurrence of indebtedness of the school district; and

d.  to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of

July, 1959.

An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.

Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person,
subject, business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax
Enabling Act”). These taxes, which may include, among others, an additional per capita tax, a wage and other earned
income tax, a real estate transfer tax, a gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the
aggregate, an amount equal to the product of the market valuation of real estate in the School District (as certified by the
State Tax Equalization Board of the Commonwealth — “STEB”) multiplied by twelve mills. All local taxing authorities are
required by the Local Tax Enabling Act to exempt disabled veterans and members of the armed forces reserve who are
called to active duty at any time during the tax year from any local services tax and to exempt from any local services tax
levied at a rate in excess of $10 those persons whose total income and net profits from all sources within the political
subdivision is less than $12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require, taxing
authorities to exempt from per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10
or less per year, any person whose total income from all sources is less than $12,000 per year (which include full time
college students with respect to the per capita tax).

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act”
or “Act 17), a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal
year, raise the rate of any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act
(Act 511), or increase the rate of any tax for school purposes by more than the Index (defined below), unless in each case either (a)
such increase is approved by the voters in the school district at a public referendum or (b) one of the exceptions summarized below
is applicable and the use of such exception is approved by the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school
district which had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of
2004, or (ii) prior to June 27, 2006, in the case of a school district which had not elected to become subject to
Act 72 of 2004; to pay interest and principal on any indebtedness approved by the voters at referendum
(electoral debt); and to pay interest and principal on debt refunding or refinancing debt for which one of the
above exceptions is permitted, as long as the refunding or refinancing incurs no additional debt other than for
costs and expenses related to the refunding or refinancing and the funding of appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under
specified circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the
estimated payments between the current year and the upcoming year is greater than the Index, as determined by
PDE in accordance with the provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed
the anticipated dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to
any other exception enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s
petition or request to increase taxes by more than the Index pursuant to one or more of the allowable exceptions is not approved, the
school district may submit the proposed tax increase to a referendum.

The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is
the average of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and
Industry for the preceding calendar year, and the employment cost index for elementary and secondary schools, as reported by the
federal Bureau of Labor Statistics for the preceding 12-month period beginning July 1 and ending June 30. If and when a school
district has a Market Value/Income Aid Ratio greater than 0.40 for the prior school year, however, the Index is adjusted upward by
multiplying the unadjusted Index by the sum of 0.75 and such Aid Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.8%
2012-13 2.2
2013-14 2.2
2014-15 2.7
2015-16 2.4

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election
seeking voter approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”)
and use the proceeds to reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved
by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal
election in any year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and
farmstead exclusions, but the proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum
homestead and farmstead exclusions allowable under law.

The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum
requirement is expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The
School District believes that it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt
service on the Bonds without exceeding the 2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a
result of the other available and approved (non-debt related) exceptions to the Index).
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Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an
occupation tax to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal
income tax in accordance with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace
an occupation tax, the board of school directors must first hold at least one public hearing on the matter and then place a binding

referendum question on the ballot at a general or municipal election for approval by the voters.
The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes
for the school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year
that includes an estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total

budgeted expenditures, as set forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a
Percentage of Total budgeted Expenditures:

Total Budgeted Expenditures

Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%

8.0%

Greater than or equal to $19,000,000

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is
appropriable for expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the
school year for which a school district’s budget was adopted and held in the general fund accounts of the school district.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Tax Levy Trends

Table E-6 shows the recent trend of tax rates levied by the School District. Table E-7 shows the comparative trend of real
property tax rates for the School District, Dauphin County and the municipalities within the School District.

TABLE E-6

MIDDLETOWN AREA SCHOOL DISTRICT

TAX RATES
Real Estate Wage and Patron Local
Real Estate Transfer Income Parking Services

Fiscal Year (mills) (%) (%) (%) O
20.66 0.5 1.25 10.0 10.00

20.99 0.5 1.25 10.0 10.00

21.40 0.5 1.25 10.0 10.00

21.81 0.5 1.25 10.0 10.00

22.15 0.5 1.25 10.0 10.00

D . . . . . oy o .

" A tax of either $5.00 or $10.00 is levied on each resident working within the School District depending upon the
municipality where the business is located.

Source: School District officials.

TABLE E-7
MIDDLETOWN AREA SCHOOL DISTRICT

COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)"

2010-11 2011-12 2012-13 2013-14 2014-15
SCNOOI DISLIICEY ..o 20.6600 20.9900 21.4000 21.8100 22.1500
Municipalities within the School District: 2010 2011 2012 2013 2014
Lower Swatara TOWNShip.......ccceceevienievenieneniencneeene 2.50000 2.50000 2.5000 3.2500 3.2500
Middletown BOrough ...........c.coovvvvevereeeeeeeeseseesrsnnenns 4.84800 4.84800 4.8480 5.6310 4.8480
ROYalton BOrOUGH .........cc.ooveviveeerieeseeeeeeseseeseseneens 2.82500 2.82500 2.8250 2.8250 2.8250
Dauphin CouNty® .........oooooeeeeeeeeeeeeeeeeeeeeeee e 6.87600 6.87600 6.87600 6.87600 6.87600

(MSchool District Fiscal Year begins July 1 and ends June 30.
@Does not include County Library Tax.
Source: PA Department of Community Economic Development: www.newpa.com.
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Real Property Tax

The real property tax (excluding delinquent collections) produced $18,381,967 in 2013-14, approximately 45.8 percent of
total revenue. The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year.
Taxpayers who remit within three months of July 1 receive a 2 percent discount, and those who remit subsequent to November 30

are assessed a 10 percent penalty.

The following tables summarize recent trends of assessed and market valuations of real property and real property tax
collection data. The countywide assessment in Dauphin County became effective in 2001.

TABLE E-8
MIDDLETOWN AREA SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market Assessed
Fiscal Year Value Value Ratio
201011 ceeiiieee e $1,046,223,440 $935,375,000 89.40%
201112 e 1,046,765,964 933,638,700 89.19%
2012-13 e 1,102,269,208 927,070,600 84.11%
201314 oo 1,116,042,241 937,553,900 84.01%
2014-15% oo 1,102,269,207 940,372,100 85.31%
*Budgeted, taken from the PDE 2028 Budget Report.
Source: Pennsylvania State Tax Equalization Board.
TABLE E-9
MIDDLETOWN AREA SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY
2012-13 2012-13 2013-14 2013-14
Market Assessed Market Assessed
Value Value Value Value
Middletown Area School District........... $ 1,102,269,208 $ 927,070,600 $ 1,116,042,241 $ 937,553,900
Lower Swatara Township 775,740,537 633,465,100 785,066,728 641,333,200
Middletown Borough ...........ccceveinnenn. 275,005,553 254,891,100 280,773,912 257,209,500
Royalton Borough ..........cccccoeieieinnnnnn. 51,523,117 38,714,400 50,201,601 39,011,200

Dauphin County

17,749,782,221 14,533,333,450

17,943,174,947

14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE E-10
MIDDLETOWN AREA SCHOOL DISTRICT
ASSESSMENT BY LAND USE
2009-10 2010-11 2011-12 2012-13 2013-14
Residential............. $515,423,500 $519,653,500 $517,817,600 $519,069,100 $555,845,400
| 7] £ 10,245,600 9,701,700 6,115,000 7,166,100 5,405,400
Industrial ............... 175,810,500 193,028,300 183,555,500 191,086,300 179,108,500
Commercial............ 195,910,700 200,345,200 198,112,900 182,732,600 169,979,900
Agriculture ............ 9,874,900 10,183,700 10,233,200 9,073,300 8,963,500
Land .....cc.oevennen. 2,462,800 2,462,600 2,460,300 3,562,800 3,467,400
Trailers .................. 0 0 15,316,300 14,352,500 14,755,900
Seasonal ................ 0 0 27,900 27,900 27,900
Total................. $909,728,000 $935,375,000 $933,638,700 $927,070,600 $937,553,900

Source: Pennsylvania State Tax Equalization Board.
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TABLE E-11

MIDDLETOWN AREA SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Collections Total Collections

Current as Percent Current as Percent
Year of Total Plus of Total
Collections Adjusted Delinquent Adjusted

Year Tax Levy (July-June) Flat Billing Collections Flat Billing

2010-11 i, $19,067,966 $17,914,900 93.95% $18,619,013 97.65%
19,414,894 18,305,338 94.29% 19,244,586 99.12%

19,868,789 18,770,371 94.47% 19,931,058 100.31%

20,476,449 19,301,605 94.26% 20,302,194 99.15%

2014-15 (€5t.) coververrverereeeennnn 20,829,242 19,784,216 94.98% 20,768,216 99.71%

Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table E-12.
aggregate assessed value of these ten taxpayers totals approximately 14.6 percent of total assessed value.

TABLE E-12

MIDDLETOWN AREA SCHOOL DISTRICT

TEN LARGEST REAL PROPERTY TAXPAYERS

2014-15
Owner Assessed Value
AMP Incorporated $25,451,500
Third Clabell Company 19,418,100
Keystone Operating Partners 17,471,700
Phoenix Contact Services Inc. 16,562,000
Bre US Industrial Partners 12,659,900
Exeter 1400 LP 10,829,400
PVWIP CBC LP 9,735,100
Highspire Terminals Corp. 8,825,200
BSA III, LLC and Tri-Martin IV 8,322,900
FedEx National LTL Inc. 7,954,100

Total

$137,229,900

Source: School District officials.

Other Taxes

The

Under Act 511, the School District anticipates collecting $5,392,756 in other taxes in 2013-14. Among the taxes
authorized by Act 511, the School District currently levies the Earned Income Tax, Real Estate Transfer Tax, Local Services Tax and
Patron Parking Tax. The Act 511 limit, for 2013-14, equal to 12 mills on the market value of real property, should be $12,561,192.

Earned Income Tax. The School District levies a tax of 1.25% on the earned income of residents.

collected portion of this tax yielded $4,539,689 or 11.3 percent of total revenue.

In 2013-14

the

Real Estate Transfer Tax. A tax of 0.5% of the value of real estate transfers yielded $218,877 in 2013-14 or 0.5 percent of

total revenue.

Local Services Tax (Emergency & Municipal Services Tax). A tax of either $5.00 or $10.00 is levied on each resident
working within the School District depending upon the municipality where the business is located. In 2013-14 the collected portion

of this tax yielded $53,132 of total revenue.

Patron Parking Tax. The School District levies a tax of 10% on each paid parking transaction within the School District.
In 2013-14 the collected portion of this tax yielded $581,057 or 1.45 percent of total revenue.
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Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to
statutory provisions and annual appropriation by the Pennsylvania General Assembly.

A basic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real
property in the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as
compared with the tax effort of other school districts in the Commonwealth. Subsidies for special education, pupil transportation,
vocational education, health service and debt service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a
portion of debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based
on the "Reimbursable Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid
Ratio”) or 50.00%. The School District officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum
of 56.72 percent. The applicable factor in determining reimbursement from the Commonwealth on the debt service of the Bonds
only is estimated to be 50.00%. The product of these two factors is 28.36 percent which is the maximum potential percentage of
debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement
Table E-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE E-13
MIDDLETOWN AREA SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding
General Obligation Bonds, Series B of 2014 (Capital Appreciation Bonds) ........ $11,462,476
General Obligation Bonds, Series A 0f 2014 .......ccoovirieriieieneeieeeee e 28,020,000
General Obligation Bonds, Series of 2013 21,315,000
General Obligation Bonds, Series of 2009 1,185,000
General Obligation Notes, Series A 0f 2008..........c.cccevvveriieienerienieiereeeeieeienns 4,925,000
General Obligation Bonds, Series 0f 2008..........cccceoirierinienenieneeieeneeeeene 1,185,000

TOTAL NONELECTORAL DEBT .....covoiieeeeeeeee e $68,092,476
LEASE RENTAL DEBT
State Public School Building Authority ™

Guaranteed School Lease Revenue Bonds, Series of 2015.........ccceeeeivieennneen. $1,465,078

TOTAL LEASE RENTAL DEBT .....ooovieeeeeeeeeeeeee e $1,465,078

TOTAL PRINCIPAL OF DIRECT DEBT ...oovieteeeeeeeeeeeee e $69,557,554

*Includes the Bonds offered through this Official Statement.

() Represents the School District’s allocable 7.55% pro-rata share of the total principal amount of $19,405,000 for the Dauphin
County Technical School Project.
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Table E-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the
principal of direct debt of the School District will total $69,557,554. After adjustment for available funds and estimated
Commonwealth Aid, the local effort of direct debt will total $58,430,015.

TABLE E-14
MIDDLETOWN AREA SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aig"
DIRECT DEBT
Nonelectoral Debt $68,092,476 $57,380,434
Lease Rental Debt 1,465,078 1,049,582
TOTAL DIRECT DEBT ....ooiiiiiiteeeeeeee ettt $69,557,554 $58,430,015
OVERLAPPING DEBT
Dauphin County, General Obligation™ ..............ccooovivvoereeeeereeereeeeeeeen. $21,121,679 $21,121,679
Municipal Debt........ccoeeeeieiiiriineeene 45,805,315 45,805,315
TOTAL OVERLAPPING DEBT ....ooooiiiieeeeeeeeeeeeeeee s $66,926,994 $66,926,994
TOTAL DIRECT AND OVERLAPPING DEBT ....ccovveeviieieeeeeeeeeeees $136,484,548 $125,357,009
DEBT RATIOS
Per Capita (2010) c.veouieieieeieieeiesieetete ettt $7,550.59 $6,935.00
Percent 2013-14 Assessed ValUe.........ccveveieivieeiiicieeiieceieeeieeeree e 14.56% 13.37%
Percent 2013-14 Market Value.........c.ooovieiieiiieiiiiieeceeceeeeeeevee e 12.23% 11.23%

*Includes the Bonds offered through this Official Statement.

(DDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of
School District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.
@Pro rata 6.22 percent share of $339,583,901 principal amount outstanding.
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s
“Borrowing Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act)
for the three full fiscal years ended next preceding the date of incurring debt. The School District calculates its present borrowing
base and borrowing capacity as follows:

Total REVENUES TOT 20T 1-12 ..ottt ettt ettt et eaae et e eeeteesnaeenaeeennes $37,122,632
Total RevEnuUEs fOr 2012-13 .. ..oiiiiiiieiie et eete e e e e e et e e et e e e eteeeeeaeeeenaneeeenns 39,397,213
Total REVENUES FOT 201314 .. .ooiieeiieieeie ettt ettt e et e e et e e et e e st e e e satteessaaeeessnaeeeanns 39,341,508

LI | SO RRPOTROt $115,861,353
Annual Arithmetic Average (Borrowing Base) ..........cccvevveriieiieniniienieieeieie e $38,620,451

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the
aggregate net principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding,
would cause the net nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the
aforesaid percentage to the School District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity
Net Nonelectoral Debt and Lease Rental Debt Limit:
225% of Borrowing Base . .. $86,896,015 $69,557,554 $17,338,461

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of
principal of debt estimated to be reimbursed by Commonwealth Aid.
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Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing
The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
LABOR RELATIONS
School District Employees

The current collective bargaining agreement between the School District and its professional employees, represented by the
Middletown Area Education Association, extends until June 30, 2015. Relations between the School District and Association have
been good.

The current collective bargaining agreement between the School District and its maintenance and custodial staff, represented
by the Middletown Area Education Support Personnel Association, extends until June 30, 2016. Relations between the School
District and the Association have been good.

There are presently 321 employees of the School District, including 212 teachers, administrators, and other professional
employees, and 109 support personnel including secretaries, maintenance staff and aides.

Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public School
Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work more than
80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However, please note a
Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS regarding the
purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of increasing their
pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution rate
of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate of
25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established under
Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System. Based
on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer contributions
of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of the total
employer contribution rate. Contributions for the School District (net of state reimbursement) are as follows:

2010-11 $ 480,707
2011-12 655,676
2012-13 941,907
2013-14 1,117,217
2014-15 (Budget) 1,741,787

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the largest
source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1 billion in
net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their membership class
and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
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Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for current
and future retired employees, and to provide retirement severance pay for existing employees. The School District has become
subject to the requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial statements
for the fiscal year ending June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial Statements -
Note 15 — Postemployment Benefits Plan” which can be found at:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=ER662915
MIDDLETOWN AREA SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING
Existing Continuing Disclosure Filing History
The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its previously

issued bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating
information during the past five (5) years is outlined in the table below.

Fiscal Year ‘ Filing Financial Statements Budget Operating Data
Ending ‘ Deadline " Filing Date EMMA ID # Filing Date EMMA 1D * Filing Date EMMA ID ™
6/30/2010 12/27/2010 12/21/2010 ER388472 12/21/2010 ER388472 12/21/2010 ER388472
6/30/2011 12/27/2011 12/21/2011 ER467939 12/21/2011 ER467939 12/21/2011 ER467939
6/30/2012 12/27/2012 12/19/2012 EA429428 12/19/2012 EA429428 12/19/2012 EA429428
6/30/2013 12/27/2013 12/20/2013 ER595429 7/29/2013 EA471098 12/20/2013 ER595429
6/30/2014 12/27/2014 12/23/2014 ER662915 7/31/2014 ER639315 12/23/2014 ER662915

Notes
' For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx ?submissionld=

Based on the information above, the School District’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2011, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2012, the School District filed its annual financial and operating data in a timely manner.
For fiscal year ending June 30, 2013, the School District filed its annual financial and operating data in a timely manner.

For fiscal year ending June 30, 2014, the School District filed its annual financial and operating data in a timely manner.
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THE SCHOOL DISTRICT
Introduction

The Susquehanna Township School District, which is comprised of the Township of Susquehanna, extends across the
eastern part of Dauphin County (the “County”) and is contiguous to the City of Harrisburg, the State Capital.

Organization and Administration

The present organization of the School District became effective July 1, 1964 when the jointure type organization was
changed to a single operative unit with a nine member Board of School Directors (the "School Board").

The School District is governed by a board of nine School Directors (the “School Board”) who are residents within the
School District and who are elected for four-year terms on a staggered basis. The daily operations and management of the School
District are performed by a central administrative staff which is led by the School District Superintendent who is appointed by the
School Board. The Superintendent is supported by a Board Secretary and Assistant Superintendent, which are further supported by
coordinators and supervisors in specialty fields.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

F-1



School Building Facilities

The School District presently operates two elementary school buildings, a middle school building and a senior high school
building. An inventory of existing facilities is listed as follows:

TABLE F-1
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
SCHOOL FACILITIES
Original Addition/ Rated
Construction Renovation Pupil 2014-15

Building Date Date(s) Grades Capacity Enrollment
Elementary:

Thomas J. Holtzman, Jr..................... 1929 1989/2004 3-5 750 550

Sara Lindemuth ..........cccoooeinincnnne. 1967 1989/2009 K-2 800 639
Secondary:

Susquehanna Township Middle ........ 1952 1967/2008 6-8 900 606

Susquehanna Township High............ 1960 1967/2008 9-12 1,100 868

Source: School District Officials.
Student Enrollments

Student enrollment trends for the School District are illustrated by the following five-year record of actual enrollments and
projection of future enrollments, as reported by the School District’s Administrative officials.

TABLE F-2
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
ENROLLMENT TRENDS
Actual Enrollments” Projected Enrollments®

School School

Year Elementary Secondary Total Year Elementary Secondary Total
2010-11 1,207 1,759 2,966 2015-16 1,536 1,273 2,809
2011-12 1,184 1,722 2,906 2016-17 1,610 1,295 2,905
2012-13 1,178 1,646 2,824 2017-18 1,706 1,228 2,934
2013-14 1,200 1,577 2,777 2018-19 1,721 1,300 3,021
2014-15" 1,189 1,474 2,663 2019-20 1,782 1,309 3,091

(DAs of December 16, 2014. Actual Enrollments are expected to increase as the school year progresses.

@Excludes students in full-time out-of-district special education, comprehensive AVTSs, charter schools, state-owned schools,
consortium-operated alternative high schools, and juvenile correctional institutions.

Source: Susquehanna Township School District officials.
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SCHOOL DISTRICT FINANCES

Introduction

The School District budgets and expends funds according to procedures mandated by the Pennsylvania Department of
Education. An annual operating budget is prepared by the Superintendent and Business Manager and submitted to the School Board
for approval prior to the beginning of the fiscal year on July 1.

Financial Reporting

The financial statements of the School District are prepared in accordance with accounting principles generally accepted in
the United States of America. The School District’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The government-wide and proprietary fund financial statements apply Financial Accounting Standards
Board pronouncements and Accounting Principles Board opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The government wide
statements report using the economic resources measurement focus and the accrual basis of accounting generally including the
reclassification or elimination of internal activity (between or within funds).

The School District utilizes the modified accrual basis of accounting under which expenditures other than interest on long
term debt are recorded when incurred and revenues are recorded as received in cash unless susceptible to accrual. The School
District’s financial statements are audited annually by a firm of independent certified public accountants, as required by
Commonwealth law. The firm of Trout, Ebersole & Groff LLP, Certified Public Accountants, of Lancaster, Pennsylvania, currently
serves as School District Auditor.

The School District's auditor has not been engaged to perform, and has not performed, since the date of this Official

Statement, any procedure on the financial statements addressed in that report. Such auditor also has not performed any procedures
relating to this Official Statement.

In the interim, until the Audit becomes available, the School District has filed their State Form PDE 2057 Annual
Financial Report for fiscal year ending June 30, 2014; and can be accessed at the following link:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=EA558955
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file://hrb-1.corp.publicfm.com/hrb1/folders/genmun/OS/Rhoads%20&%20Sinon/Dauphin%20County%20Area%20VoTech/2015%20Guar.%20School%20Lease%20Rev%20Bonds%20(SPSBA)/this

Budgeting Process as modified by Act 1 of 2006 (Taxpayer Relief Act)

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania Department of
Education (“PDE”). An annual operating budget is prepared by school district administrative officials on a uniform form furnished
by PDE and submitted to the board of school directors for approval prior to the beginning of each fiscal year on which commences
July 1.

Procedures for Adoption of the Annual Budget. Unless the Simplified Procedures described below are utilized, under
Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (together “The Taxpayer Relief Act” or “Act
17) all school districts of the first class A, second class, third class and fourth class must adopt a preliminary budget (which must
include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior to the date of the primary election
immediately preceding the beginning of each fiscal year. This preliminary budget must be printed and made available for public
inspection at least 20 days prior to its adoption; the board of school directors may hold a public hearing on the budget; and the board
must give at least 10 days’ public notice of its intent to adopt the preliminary budget prior to its adoption. The board of school
directors shall print the final budget and make it available for public inspection at least 20 days prior to its adoption and shall give
public notice of its intent to adopt the final budget at least 10 days prior to adoption, and may hold a public hearing prior to adoption.
Guidance from PDE suggests that the preliminary budget be converted to a proposed budget adopted by the board of school directors
at least 30 days prior to the adoption of the final budget as required by the School Code. The School District follows the
requirements of Act 1 and the guidance of PDE pursuant to the requirements of the Public School Code.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget must be submitted to
PDE no later than 85 days prior to the date of the election immediately preceding the fiscal year. PDE is to compare the proposed
percentage increase in the rate of any tax with the school district’s Index (see “The Taxpayer Relief Act (Act 1)” herein) and
within 10 days of the receipt of the information about the preliminary budget, but not later than 75 days prior to the upcoming
election, inform the school district whether the proposed percentage increase is less than or equal to the Index. If PDE determines
that a proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter approval for
the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions authorized under The
Taxpayer Relief Act.

With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which PDE approval is required
(see “The Taxpayer Relief Act (Act 1)” herein), the school district must publish notice of its intent to seek PDE approval not less
than one week before submitting its request for approval to PDE and, if PDE determines to schedule a public hearing on the request,
a notice of the date, time and place of such hearing. PDE is required by the Taxpayer Relief Act to rule on the school district’s
request and inform the school district of its decision no later than 55 days prior to the upcoming election so that, if PDE denies the
school district’s request, the school district may submit a referendum question to the local election officials at least 50 days before
the upcoming election, if it so chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether or not it first seeks
approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and the referendum question is not
approved by a majority of the voters voting on the question, the board of school directors may not approve an increase in the tax rate
greater than the applicable Index.
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Summary and Discussion of Financial Results

A summary of the School District’s General Fund balance sheet and changes in fund balances are presented in Tables F-3 and
F-4. Table F-5 shows revenues and expenditures for the past five years and the 2014-15 budget. The budget for the 2014-15 school
year, adopted on June 16, 2014, projected $52,842,193 in revenue and expenditures of $52,673,463.

TABLE F-3
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
SUMMARY OF COMPARATIVE GENERAL FUND BALANCE SHEET
(Years ending June 30)

ASSETS 2010 2011 2012 2013 2014
Cash and Cash Equivalent............ccccoooeeeennne $4,791,162 $7,539,876 $9,702,903 $10,905,173 $12,313,252
INVESEMENES ... 5,049,633 5,069,957 5,077,398 5,083,691 5,089,081
Taxes Receivable, net.........ccccoevreveinininccnennn 3,613,996 4,248,380 4,464,563 4,491,420 4,361,769
Due From Other Funds.........cc.cooovvveviiiiiieen, 76,832 190,107 25,501 30,812 65,569
Due From Other Governments................c.ec...... 900,331 974,424 455,674 756,990 773,970
Other Receivables .. . 49,874 9,541 4,119 3,784 0
Prepaid EXPenses ........coccoeveeevenieenieceenieeeaene 2,500 0 0 0 0
TOTAL ASSETS ..ot $14,484,328 $18,032,285 $19,730,158 $21,271,870 $22,603,641
LIABILITIES
Accounts Payable ...........occcccevviiiinniccn $666,513 $567,135 $674,317 $348,916 $717,645
Due to Other Funds .........cccccoovvieieiiniiiiiien 500,000 100,000 0 0 404,594
Accrued Salaries and Benefits..............cccceuen.. 2,000,936 2,405,258 2,849,037 3,274,149 3,448,765
Deferred Revenue 2,895,352 3,341,432 3,377,023 3,182,585 3,532,340
TOTAL LIABILITIES ...ccovoviiiiirnicienne $6,062,801 $6,413,825 $6,900,377 $6,805,650 $8,103,344
FUND EQUITIES
Assigned Fund Balance.............ccccoeevirieiennnnnn. $5,321,527 $8,518,460 $9,729,781 $9,792,216 $11,400,298
Unassigned Fund Balance ............cocccceiiinnene. 3,100,000 3,100,000 3,100,000 4,674,004 3,099,999
TOTAL FUND EQUITY ..cooovveiiiicieicee $8,421,527 $11,618,460 $12,829,781 $14,466,220 $14,500,297
TOTAL LIABIITIES
AND FUND EQUITIES ......ccooviviiinnn $14,484,328 $18,032,285 $19,730,158 $21,271,870 $22,603,641

Source: School District Annual Financial Reports.
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TABLE F-4
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT GENERAL FUND*
SUMMARY OF CHANGES IN FUND BALANCE

(Years Ending June 30)
Actual Budget
2010 2011 2012 2013 2014 2015
Beginning Fund Balance................. $6,222,470 $8,421,521 $11,620,032 $12,829,775 $14,466,213 $14,424,075
Revenues over (under) Expenditure.. 0 0 0 0 (210,868) 0
Prior Period Adjustments.................. 2,199,051 3,198,511 1,209,743 1,636,438 168,730 (20,000)
Ending Fund Balance...................... $8,421,521 $11,620,032 $12,829,775 $14,466,213 $14,424,075 $14,404,075

*Totals may not add due to rounding.
(DBudget, as adopted June 16, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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Revenue

The School District received $52,842,193 in revenue in 2013-14 and has budgeted revenue of $44,826,253 in 2014-15. Local
sources contributed a decreasing share of total revenue in the past five years, from 79.2 percent in 2009-10 to 64.8 percent 2013-14.
Revenue from Commonwealth sources contributed a decreasing share of total revenue from 17.8 percent to 16.1 percent over this period.
Federal and other revenue decreased from 3.0 percent to 19.1 percent during the period.

TABLE F-5
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT

SUMMARY OF SCHOOL DISTRICT GENERAL FUND

REVENUES*
(For years ending June 30)

Actual Budget

REVENUES 2010 2011 2012 2013 2014 2015
Local Sources:
Current Real Estate Taxes.........ccooveveeeveerveennans $23,643,370 $24,337,596 $24,167,444 $24,505,506 $25,244.,450 $25,536,510
Public Utility Realty Tax .......ccccooveerieerieeienenns 38,159 44,831 43,845 44,206 41,355 44,000
Current Per Capita Taxes, Sec. 679........ccccveunne 61,196 58,394 54,188 60,691 59,538 61,000
Current Act 511 Taxes 5,336,687 5,702,311 5,858,636 6,919,344 6,199,795 6,925,000
Delinquent on Taxes Levied .........cccoeeeerinenenne 2,445,611 2,169,802 2,412,810 2,575,813 1,957,575 2,500,000
Earnings on Investments ............cccoeeeerveerieennne 139,658 68,829 58,387 32,340 33,776 35,000
Revenue from Student Activities ...........ccceeueenes 60,454 58,365 47,248 54,063 43,649 54,000
Federal Revenue Received from

Other PA Public Schools..........cccoveeieeieienene 616,496 570,525 526,598 511,031 483,841 495,000
Other Revenue from Intermediary Sources......... 0 6,500 2,500 0 0 0
Rentals 66,440 72,133 51,037 92,426 72,118 72,000
Regular Day School Tuition..........cccoveeveveeenenns 65,002 54,054 27,852 13,617 76,675 35,000
Receipts from Other LEAS in PA ..o 1,154 18,860 0 20,630 10,738 21,242
Refunds of Prior Years' Expenditures ................. 0 1,790 20,339 2,636 0 0
All Other Local Revenues Not Specified ............ 71,924 100,239 66,926 72,745 8,724 0

Total Local Sources $32,546,152 $33,264,228 $33,337,810 $34,905,048 $34,232,233 $35,778,752
State Sources:
Basic Instructional Subsidy........ccceccovverireinencns $2,750,238 $2,955,943 $3,317,337 $3,312,493 $3,432,903 $3,432,445
Charter Schools 120,777 97,222 0 0 0 0
Tuition - Orphans & Children Placed in

Private Homes 279,333 218,684 191,076 92,272 54,283 100,000
Special Education 1,409,612 1,389,649 1,327,376 1,327,376 1,327,376 1,327,376
Transportation 744,234 831,095 747,528 745,697 725,710 750,000
Rental and Sinking Fund Payments..................... 92,044 63,595 62,670 62,575 62,967 62,670
Health Services 56,691 57,966 58,839 55,584 55,146 53,708
State Property Tax Reduction Allocation............ 450,947 453,627 457,814 461,416 454,255 456,765
PA Accountability Grant 240,030 232,085 88,433 88,433 88,433 88,433
Dual Enrollment Grants 18,875 3,018 233 0 0 0
Additional Grants no listed .............ccoocveevveennenn. 2,241 0 0 0 0 0
Revenue for Social Security Payments................ 682,324 697,204 622,199 727,015 703,280 719,100
Revenue for Retirement Payments...................... 438,757 547,466 493,564 1,214,082 1,587,222 1,655,904
Classrooms for the Future..............cccoevevveenennnn. 25,000 0 0 0 0 0

Total State Sources $7,311,102 $7,547,553 $7,367,070 $8,086,942 $8,491,575 $8,646,401
Federal Sources:

Total Federal SOUrCeS.........cccoovuveccuerennnnene $1,249,789 $1,844,645 $445,052 $677,068 $497,324 $401,100
Other Sources:

Total Other SOUrCES..........ccceueuerrriiiicirne $0 $0 $0 $0 $9,621,061 $0
TOTAL REVENUES .......ccooooiiiiiiiiieeee $41,107,043 $42,656,426 $41,149,931 $43,669,058 $52,842,193 $44,826,253

*Totals may not add due to rounding.
(Budget, as adopted June 16, 2014. See “Budgeting Process” herein.
Source: School District Annual Financial Reports and Budget.
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Expenditures

TABLE F-5
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND
EXPENDITURES*

(For years ending June 30)

Actual Budget
EXPENDITURES 2010 2011 2012 2013 2014 LS(”
Instruction $24,159,349 $24,356,610 $24,730,095 $25,688,565 $27,033,856 $27,655,865
Pupil Personnel 1,203,587 1,265,349 1,230,610 1,146,303 1,216,413 1,300,834
Instructional Staff SErvices..........coovveiviereeereierenns 989,361 1,012,959 693,487 1,137,990 972,048 881,290
Administrative Services 2,087,775 2,267,894 2,372,225 2,534,423 2,906,152 2,967,895
Pupil Health 288,997 308,324 392,573 345,683 359,869 458,965
Business Services 661,334 617,383 649,379 732,654 802,616 852,389
Operation and Maintenance of Plant Services ........ 3,211,425 3,273,098 3,234,477 3,345,760 3,637,666 3,585,608
Student Transportation Services..........cceoeeervevennan 1,948,874 1,947,186 1,861,122 1,816,117 2,020,316 1,890,043
Central & Other Support Services ...........c.eeeueuennne 578,961 646,773 572,296 672,494 729,119 1,335,295
Other Support Services 40,882 42,658 40,296 40,133 40,055 40,000
Student & Community 905,236 818,263 790,134 824,466 857,285 944,132
Debt Service 2,816,407 231,973 0 202,259 12,098,066 2,933,937
Refund of Prior Year Receipts.........ccccoeeereeenenne 15,804 7,046 472,340 0 2 0
Fund Transfer 0 2,662,399 2,901,154 3,545,773 0 0
TOTAL EXPENDITURES.........cccoovveiieiennne. $38,907,992 $39,457,915 $39,940,188 $42,032,620 $52,673,463 $44,846,253
REVENUES OVER (UNDER)
EXPENDITURES ........cccoooiiieiieiieeeen $2,199,051 $3,198,511 $1,209,743 $1,636,438 $168,730 ($20,000)

*Totals may not add due to rounding.
(Budget, as adopted June 16, 2014. See “Budgeting Process” herein.

Source: School District Annual Financial Reports and Budget.
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In General

TAXING POWERS OF THE SCHOOL DISTRICT

Subject to certain limitations imposed by the Taxpayer Relief Act, Act No. 1 of the Special Session of 2006 (see below), the

School District is empowered by the School Code and other statutes to levy the following taxes:

1.

A basic annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of assessed
valuation, to be used for general school purposes.

An unlimited ad valorem tax on the property taxable for school purposes to provide funds:

a. for minimum salaries and increments of the teaching and supervisory staff;

b.  to pay rentals due any municipality authority or non-profit corporation or due the State Public School Building
Authority;

c.  topay interest and principal on any indebtedness incurred pursuant to the Local Government Unit Debt Act, or
any prior or subsequent act governing the incurrence of indebtedness of the school district; and

d. to pay for the amortization of a Bond or Bond issue which provided a school building prior to the first Monday of

July, 1959.

An annual per capita tax on each resident or inhabitant over 18 years of age of not more than $5.00.

Additional taxes subject to division with other political subdivisions authorized to levy similar taxes on the same person,
subject, business, transaction or privilege, under Act No. 511, enacted December 31, 1965, as amended (“The Local Tax
Enabling Act”). These taxes, which may include, among others, an additional per capita tax, a wage and other earned
income tax, a real estate transfer tax, a gross receipts tax, a local services tax and an occupation tax, shall not exceed, in the
aggregate, an amount equal to the product of the market valuation of real estate in the School District (as certified by the
State Tax Equalization Board of the Commonwealth — “STEB”) multiplied by twelve mills. All local taxing authorities are
required by the Local Tax Enabling Act to exempt disabled veterans and members of the armed forces reserve who are
called to active duty at any time during the tax year from any local services tax and to exempt from any local services tax
levied at a rate in excess of $10 those persons whose total income and net profits from all sources within the political
subdivision is less than $12,000 for the tax year. The Local Tax Enabling Act also authorizes, but does not require, taxing
authorities to exempt from per capita, occupation, and earned income taxes and any local services tax levied at a rate of $10
or less per year, any person whose total income from all sources is less than $12,000 per year (which include full time
college students with respect to the per capita tax).
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The Taxpayer Relief Act (Act 1)

Under Pennsylvania Act No. 1 of the Special Session of 2006, as amended by Act 25 of 2011 (“The Taxpayer Tax Relief Act”
or “Act 17), a school district may not levy any tax for the support of the public schools which was not levied in the 2006-2007 fiscal
year, raise the rate of any earned income and net profits tax if already imposed under the authority of the Local Tax Enabling Act
(Act 511), or increase the rate of any tax for school purposes by more than the Index (defined below), unless in each case either (a)
such increase is approved by the voters in the school district at a public referendum or (b) one of the exceptions summarized below
is applicable and the use of such exception is approved by the Pennsylvania Department of Education (PDE):

1. to pay interest and principal on indebtedness incurred (i) prior to September 4, 2004, in the case of a school
district which had elected to become subject to the provisions of the prior Homeowner Tax Relief Act, Act 72 of
2004, or (ii) prior to June 27, 2006, in the case of a school district which had not elected to become subject to
Act 72 of 2004; to pay interest and principal on any indebtedness approved by the voters at referendum
(electoral debt); and to pay interest and principal on debt refunding or refinancing debt for which one of the
above exceptions is permitted, as long as the refunding or refinancing incurs no additional debt other than for
costs and expenses related to the refunding or refinancing and the funding of appropriate debt service reserves;

2. to pay costs incurred in providing special education programs and services to students with disabilities, under
specified circumstances; and

3. to make payments into the State Public School Employees’ Retirement System when the increase in the
estimated payments between the current year and the upcoming year is greater than the Index, as determined by
PDE in accordance with the provisions of Act 1.

Any revenue derived from an increase in the rate of any tax allowed under the exception numbered 1 above may not exceed
the anticipated dollar amount of the expenditure, and any revenue derived from an increase in the rate of any tax allowed pursuant to
any other exception enumerated above may not exceed the rate increase required, as determined by PDE. If a school district’s
petition or request to increase taxes by more than the Index pursuant to one or more of the allowable exceptions is not approved, the
school district may submit the proposed tax increase to a referendum.

The Index (to be determined and reported by PDE by September of each year for application to the following fiscal year) is
the average of the percentage increase in the statewide average weekly wage, as determined by the State Department of Labor and
Industry for the preceding calendar year, and the employment cost index for elementary and secondary schools, as reported by the
federal Bureau of Labor Statistics for the preceding 12-month period beginning July 1 and ending June 30. If and when a school
district has a Market Value/Income Aid Ratio greater than 0.40 for the prior school year, however, the Index is adjusted upward by
multiplying the unadjusted Index by the sum of 0.75 and such Aid Ratio.

The Act 1 Index applicable to the School District in the current and prior fiscal years are as follows:

Fiscal Year Index
2011-12 1.4%
2012-13 1.7
2013-14 1.7
2014-15 2.1
2015-16 1.9

In accordance with Act 1, the School District put a referendum question on the ballot at the May, 15, 2007, primary election
seeking voter approval to levy (or increase the rate of) an earned income and net profits tax (“EIT”) or a personal income tax (“PIT”)
and use the proceeds to reduce local real estate taxes by a homestead and farmstead exclusion. The referendum was NOT approved
by the voters.

A board of school directors may submit, but is not required to submit, a referendum question to the voters at the municipal
election in any year seeking approval to levy or increase the rate of an EIT or a PIT for the purpose of funding homestead and
farmstead exclusions, but the proposed rate of the EIT or PIT shall not exceed the rate that is required to provide the maximum
homestead and farmstead exclusions allowable under law.

The Bonds are Not Expected to be Eligible for Act 1 Exceptions

The Bonds constitute indebtedness incurred after the effective date of Act 1 and, therefore, no exception to the referendum
requirement is expected for new taxes to pay the debt service on the Bonds if a tax increase greater than the Index is required. The
School District believes that it has included sufficient new tax millage in its 2014/15 budget to cover the full amount of the debt
service on the Bonds without exceeding the 2014/15 Index (although the actual tax increase may exceed the 2014/15 Index as a
result of the other available and approved (non-debt related) exceptions to the Index).
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Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts levying an
occupation tax to replace that occupation tax with an increased earned income tax or, if the school district has implemented a personal
income tax in accordance with the Taxpayer Relief Act, an increased personal income tax, in a revenue neutral manner. To so replace
an occupation tax, the board of school directors must first hold at least one public hearing on the matter and then place a binding

referendum question on the ballot at a general or municipal election for approval by the voters.
The School District does not levy an occupation tax.

Act 48 of 2003

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real property taxes
for the school year 2005-2006 or any subsequent school year, unless the school district has adopted a budget for such school year
that includes an estimated ending unreserved undesignated fund balance which is not more than a specified percentage of the total

budgeted expenditures, as set forth below:

Estimated Ending Unreserved Undesignated Fund Balance as a
Percentage of Total budgeted Expenditures:

Total Budgeted Expenditures

Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.0%
Between $18,000,000 and $18,999,999 8.5%

8.0%

Greater than or equal to $19,000,000

“Estimated ending unreserved fund balance” is defined in Act 2003-48 as that portion of the fund balance which is
appropriable for expenditure or not legally or otherwise segregated for a specific or tentative future use, projected for the close of the
school year for which a school district’s budget was adopted and held in the general fund accounts of the school district.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Tax Levy Trends

Table F-6 shows the recent trend of tax rates levied by the School District. Table F-7 shows the comparative trend of real
property tax rates for the School District, Dauphin County and the municipalities within the School District.

TABLE F-6
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
TAX RATES
Earned Local
Real Estate Income Occupation Services
Per Tax
Capita® Transfer Tax Tax
Fiscal Year Millage ) (%) (%) ) ($)
2010-11 ......... 16.43 10.00 0.50 0.50 270 5.00
2011-12 ......... 16.43 10.00 0.50 0.50 270 5.00
2012-13 ......... 16.43 10.00 0.50 0.50 270 5.00
2013-14 ......... 16.84 10.00 0.50 0.50 270 5.00
2014-15 ......... 17.02 10.00 0.50 0.50 270 5.00

1$5.00 under Act 511 and $5.00 under the School Code.
Source: School District officials.

TABLE F-7

SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)

2010-11 2011-12 2012-13 2013-14 2014-15
SCNOO! DISLIICEY ..o, 16.4300 16.4300 16.4300 16.8400 17.020
Municipality within the School District: 2010 2011 2012 2013 2014
Susquehanna TOWNShip ...........co.oovevervevreeeeereeresesnnen. 2.0980 2.0980 2.5980 2.5980 2.5980
Dauphin CouNty® ..o 6.8760 6.8760 6.8760 6.8760 6.8760

MSchool District Fiscal Year begins July 1 and ends June 30.
@Does not include County Library Tax.
Source: PA Department of Community Economic Development: www.newpa.com.
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Real Property Tax

The real property tax (excluding delinquent collections) produced $25,244,450 in 2013-14, approximately 45.9 percent of
revenues. The School District fiscal year is from July 1 through June 30 and tax bills are issued on July 1 of each year. Taxpayers
who remit within two months of July 1 receive a 2 percent discount, and those who remit subsequent to October 31 are assessed a 10
percent penalty.

The following tables summarize recent trends of assessed and market valuations of real property and real property tax
collection data. The countywide assessment in Dauphin County became effective in 2001.

TABLE F-8
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA

Market
Value

Assessed

Fiscal Year Value Ratio

201011 ceeiiieee e $1,650,209,015 $1,563,667,500  94.76%
201112 e 1,807,730,986 1,595,717,300  88.27%
2012-13 e 1,903,372,601 1,616,556,500  84.93%
201314 oo 1,914,421,054 1,625,896,800  84.93%
2014-15% oo 1,903,372,601 1,636,689.400  85.99%
*Budgeted, taken from the PDE 2028 Budget Report.
Source: Pennsylvania State Tax Equalization Board.
TABLE F-9
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY ASSESSMENT DATA BY MUNICIPALITY
2012-13 2012-13 2013-14 2013-14
Market Assessed Market Assessed
Value Value Value Value
Susquehanna Township School District..... $ 1,903,372,601 $ 1,616,556,500 $ 1,914,421,054 $ 1,625,896,800

Susquehanna Township.......cccceeeveerieneennenne
Dauphin County ..........cooceveeeieiiiiieeenee

1,903,372,601
17,749,782,221

1,616,556,500
14,533,333,450

1,914,421,054

17,943,174,947

1,625,896,800
14,735,290,650

Source: Pennsylvania State Tax Equalization Board.

TABLE F-10
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
ASSESSMENT BY LAND USE

2009-10 2010-11 2011-12 2012-13 2013-14
$ 992,752,900 $1,003,251,600 $1,013,224,500 $1,030,844,900 $1,039,055,100
14,443,300 16,250,900 15,779,100 14,650,800 15,435,300
54,162,000 54,162,000 54,227,500 53,773,800 52,767,300
485,975,300 487,424,400 510,630,300 514,248,200 515,655,500
1,424,400 1,470,900 1,372,000 775,200 501,800
1,107,700 1,107,700 483,900 969,900 1,139,400
1,139,900 0 0 1,293,700 1,342,400
$1,551,005,500 $1,563,667,500 $1,595,717,300 $1,616,556,500 $1,625,896,800

Source: Pennsylvania State Tax Equalization Board.
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TABLE F-11
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Collections Total Collections
Current as Percent Current as Percent

Year of Total Plus of Total

Collections Adjusted Delinquent Adjusted

Year Tax Levy (July-June) Flat Billing Collections Flat Billing

2010-11 i, $25,995,251 $24,655,758 94.85% $26,045,442 100.19%
2011-12 oo, 26,244,806 24,501,501 93.36% 25,901,501 98.69%
2012-13 e, 26,320,860 24,505,118 93.10% 25,851,479 98.22%
2013-14 oo, 27,112,568 25,241,668 93.10% 25,407,869 93.71%
2014-15 (€St.) veevveereeereeerenee 27,400,185 25,536,510 93.20% 27,236,510 99.40%

Source: School District officials.

The ten largest real property taxpayers, together with their taxable assessed values, are shown in Table F-12. The

aggregate assessed value of these ten taxpayers totals approximately 8.2 percent of total assessed value.

taxpayers have failed to pay taxes on a current basis, but have paid them with penalties.

TABLE F-12

Some of these major

SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
TEN LARGEST REAL PROPERTY TAXPAYERS

2014-15

Owner Assessed Value
Pennsylvania State Employees Credit Union $21,778,800
Capital Blue Cross 21,443,700
Union Square Shopping Center 17,438,200
ISTAR Harrisburg, LP 13,311,200
Dauphin Plaza Associates LP 11,382,900
UD Properties 10,526,900
DRG Northwoods Crossing LLC 9,839,300
Olewines Sysco Food Service 9,780,100
CSC Clock Tower LP 9,446,000
Nationwide Mutual Insurance Co. 9,136,200

Total $134,083,200

Source: School District officials. Represents certain significant holdings as reported by local tax collectors.

Other Taxes

Under Act 511, the School District anticipates collecting $6,199,795 in other taxes in 2013-14. Among the taxes
authorized by Act 511, the School District currently levies the Earned Income Tax, Real Estate Transfer Tax, Local Services Tax,
Per Capita Tax and Occupation Tax. The Act 511 limit, for 2013-14, equal to 12 mills on the market value of real property, should

be $22,973,052.65.

Earned Income Tax. The School District levies a tax of 1.00% (subject to sharing) on the earned income of residents. In
2013-14 the collected portion of this tax yielded $3,350,868 or 6.8 percent of total revenue.

Real Estate Transfer Tax. A tax of 1.00% (subject to sharing) of the value of real estate transfers yielded $683,984 in

2013-14 or 1.3 percent of total revenue.

Per Capita Tax. A tax of $10.00 ($5.00 under Act 511 and $5.00 under the School Code) on each resident over 18 years

old yielded $59,538 in 2013-14 or less than one percent of total revenue.
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Occupation Tax. A tax of $250.00 is levied on each resident working within the School District. In 2013-14 the School
District’s collected portion of this tax yielded $2,018,524 or 3.8 percent of total revenue.

Local Services Tax (Emergency & Municipal Services Tax). A tax of $10.00 is levied on each resident working within the
School District. In 2013-14 the collected portion of this tax yielded $86,880 of total revenue.

Commonwealth Aid to School Districts

Pennsylvania school districts receive financial assistance from the Commonwealth in a number of forms, all subject to
statutory provisions and annual appropriation by the Pennsylvania General Assembly.

A basic instructional subsidy is allocated to all school districts based on (1) the per pupil market value of assessable real
property in the school district; (2) the per pupil earned income in the school district; and (3) the school district's tax effort, as
compared with the tax effort of other school districts in the Commonwealth. Subsidies for special education, pupil transportation,
vocational education, health service and debt service are also received by the school district.

Commonwealth law presently provides that the School District will receive reimbursement from the Commonwealth for a
portion of debt service on the Bonds upon final approval of the Department of Education. Commonwealth reimbursement is based
on the "Reimbursable Percentage" assigned to the Bonds and the greater of the School District's Market Value Aid Ratio (“Aid
Ratio”) or 50.00%. The School District officials have estimated that the "Reimbursable Percentage" of the Bonds will be a maximum
of 56.72 percent. The applicable factor in determining reimbursement from the Commonwealth on the debt service of the Bonds
only is estimated to be 50.00%. The product of these two factors is 28.36 percent which is the maximum potential percentage of
debt service which will be reimbursed by the Commonwealth.

DEBT AND DEBT LIMITS
Debt Statement

Table F-13 shows the debt of the School District as of January 14, 2015, including the issuance of the Bonds.

TABLE F-13
SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT

DEBT STATEMENT"

Gross

NONELECTORAL DEBT Outstanding
General Obligation Bonds, Series 0f 2014 .........ccccovievinieninieinieiencnee, $7,355,000
General Obligation Bonds, Series of 2013 .......ccooeiieiinieninieinieienenee, 6,855,000
General Obligation Bonds, Series A 0f2012... 7,250,000
General Obligation Bonds, Series 0f 2012........cccccvvveeriieienienieieeieie e 9,985,000
General Obligation Bonds, Series of 2011 (Limited Tax Obligation)......... 5,365,000

TOTAL NONELECTORAL DEBT ....ccvieitieeeieeeeeeeeeeeeee e $36,810,000
LEASE RENTAL DEBT
State Public School Building Authority'”

Guaranteed School Lease Revenue Bonds, Series of 2015 ................... $2,512,948

TOTAL LEASE RENTAL DEBT ....oooiiiieeeeeeeeeeeeeeeeeee e $2,512,948

TOTAL PRINCIPAL OF DIRECT DEBT.....coteiieeeieeeieeeeeeveeee $39,322,948

*Includes the Bonds offered through this Official Statement.

() Represents the School District’s allocable 12.95% pro-rata share of the total principal amount of $19,405,000 for the Dauphin
County Technical School Project.
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Table F-14 presents the overlapping indebtedness and debt ratios of the School District. After issuance of the Bonds, the

principal of direct debt of the School District will total $39,322,948.
Commonwealth Aid, the local effort of direct debt will total $38,909,065.

TABLE F-14

SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT
BOND AND BOND INDEBTEDNESS AND DEBT RATIOS*

After adjustment for available funds and estimated

DIRECT DEBT

Nonelectoral Debt
Lease Rental Debt
TOTAL DIRECT DEBT ...ttt

OVERLAPPING DEBT

Dauphin County, General Obligation®
Municipal Debt.........cccoceviniriieneniinne
TOTAL OVERLAPPING DEBT....

TOTAL DIRECT AND OVERLAPPING DEBT .....cccceiiviiiiicineiee

DEBT RATIOS

Local Effort
or Net of
Available Funds
and Estimated
Gross Commonwealth
Outstanding Aig®"

$36,810,000 $36,810,000
2,512,948 2,099,065
$39,322,948 $38,909,065
$36,231,412 $36,231,412
34,980,772 34,980,772
$71,212,184 $71,212,184

$110,535,132

$110,121,249

Per Capita (2010).....cuevieeieiieierieeierie ettt ettt st et ste e naeae e
Percent 2013-14 Assessed Value...
Percent 2013-14 Market Value..........coceeeeviiioiiiiieiiieceeeeece e

$4,598.73
6.80%
5.77%

$4,581.51
6.77%
5.75%

*Includes the Bonds offered through this Official Statement.

(DDoes give effect to current appropriations for payment of debt service and expected future Commonwealth Reimbursement of
School District sinking fund payments based on current Aid Ratio. See “Commonwealth Aid to School Districts”.

@Pro rata 10.67 percent share of $339,583,901 principal amount outstanding.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Debt Limit and Remaining Borrowing Capacity

The statutory borrowing limit of the School District under the Act is computed as a percentage of the School District’s
“Borrowing Base”. The “Borrowing Base” is defined as the annual arithmetic average of “Total Revenues” (as defined by the Act)
for the three full fiscal years ended next preceding the date of incurring debt. The School District calculates its present borrowing
base and borrowing capacity as follows:

Total ReVENUES TOT 20T 112 ...uviiieiiiiiiceieeeeie ettt et a e e e e et e e e e eaeeenteeeneeeneeas $41,472,242
Total Revenues fOr 2012-13 ... ittt e e e et e e e e eeareeeenaaeeeeaneees 43,606,483
Total ReEVENUES Or 201314 ....ooieeiieieeee ettt ettt eae e e ete e e v e e eteeenaeeeaeeereeeneeenrens 43,158,165

TOTAL .ottt ettt et ettt ettt et e et et e b ettt teeteete et et et et e s ereeteeteeteete st et ereens $128,236,890
Annual Arithmetic Average (Borrowing Base) .........cccoeevuiriirierieiiinieie ettt $42,745,630

Under the Act as presently in effect, no school district shall incur any nonelectoral debt or lease rental debt, if the
aggregate net principal amount of such new debt together with any other net nonelectoral debt and lease rental debt then outstanding,
would cause the net nonelectoral debt plus net lease rental debt to exceed 225% of the Borrowing Base. The application of the
aforesaid percentage to the School District's Borrowing Base produces the following products:

Remaining
Legal Net Debt Borrowing
Limit Outstanding* Capacity
Net Nonelectoral Debt and Lease Rental Debt Limit:
225% of Borrowing Base . .. $96,177,667 $39,322,948 $56,854,719

*Includes the Bonds described herein, does not reflect credits against gross indebtedness that may be claimed for a portion of
principal of debt estimated to be reimbursed by Commonwealth Aid.

Debt Service Requirements
The School District has never defaulted on the payment of debt service.
Future Financing
The School District does not anticipate issuing additional long-term (non-refunding) debt within the next two years.
LABOR RELATIONS
School District Employees

There are presently 401 employees of the School District, including 230 teachers and 26 administrators as well as 145 full
time/part-time support personnel. The support personnel include secretaries, custodial, cafeteria employees, maintenance and
teachers’ aides.

The School District's teachers are represented by the Susquehanna Township Education Association ("STEA"), an affiliate
of the Pennsylvania State Education Association, under a contract with the School District, which expired on June 30, 2013 (contract
negotiations are currently underway). The School District's custodial, maintenance and cafeteria employees are represented by
Teamsters Local Union No. 776 under a contract which expired on June 30, 2013 (contract negotiations are currently underway).
The School District's secretaries, aides/assistants, technicians and clerical employees are represented by the Susquehanna Township

Education Support Professional Association, an affiliate of the Pennsylvania State Education Association; under a contract which
expired on June 30, 2013 (contract negotiations are currently underway).
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Pension Program

School Districts in Pennsylvania are required to participate in a statewide pension program administered by the Public
School Employees Retirement System (PSERS). All of the School District's full-time employees, part-time employees who work
more than 80 days in a school year, and hourly employees who work over 500 hours a year participate in the program. However,
please note a Pennsylvania Supreme Court decision has removed the hourly de minimis requirement for current members of PSERS
regarding the purchase of credit for their part-time school service rendered prior to their being members of PSERS, for purposes of
increasing their pension benefits.

The Public School Employees Retirement System (PSERS) Board of Trustees certified an annual employer contribution
rate of 25.84% for fiscal year 2015-16, which begins on July 1, 2015. This marks the fifth year of planned increases in the employer
contribution rate under Act 120 of 2010 which are needed to raise the rate to the actuarially required level.

The 25.84% employer contribution rate is composed of 0.84% for health insurance premium assistance and a pension rate
of 25.00%. The pension component of the rate was capped at a 4.50% increase from the previous year. The rate caps established
under Act 120 of 2010 remain in effect for the next fiscal year and continue to suppress the pension rate and underfund the System.
Based on current projections, fiscal year 2015-16 would be the last fiscal year the rate collars will be in place. Total employer
contributions of $3.45 billion are estimated in 2015-16. The commonwealth reimburses school employers for not less than 50% of
the total employer contribution rate. Contributions for the School District are as follows:

2010-11 $ 727,124
2011-12 1,586,802
2012-13 1,925,991
2013-14 3,377,473
2014-15 (Budget) 4,209,433

The School District is current in all payments.

PSERS is also funded through investment earnings and mandatory member contributions. Investment earnings are the
largest source of funding for PSERS. For the most recent fiscal year ended June 30, 2014, PSERS’ investments added over $7.1
billion in net investment income to the fund. PSERS members contribute from 5.25% to 10.30% of pay depending on their
membership class and when they joined PSERS. Members will contribute an average of 7.49% or approximately $1 billion in 2015-
16.

Source: Pennsylvania School Board Association at www.PSBA.org and PSERS at www.PSERS .state.pa.us
Other Post-Employment Benefits

The School District is obligated under collective bargaining agreements to provide future health insurance coverage for current
and future retired employees, and to provide retirement severance pay for existing employees. The School District has become
subject to the requirements of GASB Statements No. 43 and 45 commencing with the School District’s annual financial statements
for the fiscal year ending June 30, 2009. For a full description, see “Audited Financial Statements — Notes to Financial Statements -

Note 15 — Postemployment Benefits Plan” which can be found at:

http://emma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx?submissionld=ER593549
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SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT CONTINUING DISCLOSURE UNDERTAKING
Existing Continuing Disclosure Filing History
The School District has previously entered into Continuing Disclosure Agreements with respect to each one of its

previously issued bond issues that are currently outstanding. The School District’s filing history of its annual financial and operating
information during the past five (5) years is outlined in the table below.

n ‘ Deadline " Filing Date EMMA ID Filing Date EMMA ID * Filing Date EMMA ID ™
6/30/2010 12/27/2010 4/27/2011 EA400923 5/4/2011 EA405292 6/2/2011 B B
6/30/2011 12/27/2011 1/10/2012 ER476107 1/6/2015 ER669847 7/312012 ¥ 4
6/30/2012 12/27/2012 1/17/2013 EP598141 1/6/2015 ER669848 Various [ Various
6/30/2013 12/27/2013 12172013 ER593549 12/17/2013 ER593549 12/17/2013 ER593549
6/30/2014 12/27/2014 12/82014 " EA558955 12/8/2014 EA558955 12/8/2014 EA558955

Notes

' For these purposes, assumes the shortest filing deadline of the School District’s previous Continuing Disclosure Agreements

2 Submission ID is the EMMA Submission ID for each filing. To access a filing, insert the Submission ID to the end of the web address below:
http://femma.msrb.org/ContinuingDisclosureView/ContinuingDisclosureDetails.aspx ?submissionld=

B Included in the Official Statement for the District’s General Obligation Bonds, Series of 2011 (Limited Tax Obligations), whose Official Statement was filed to EMMA
on 6/2/2011 A Notice of Reference to Other Submitted Documents was filed by the School District on 1/6/2015 (EMMA ID ER669852).

 Included in the Official Statement for the District’s General Obligation Bonds, Series of 2012, whose Official Statement was filed to EMMA on 7/31/2012 A Notice of
Reference to Other Submitted Documents was filed by the School District on 1/6/2015 (EMMA ID ER669855).

B Included in various EMMA filings as well as publically available in Official Statements of the School District. Tax collection results and pupil enrollment were
included in the Official Statement for the District’s General Obligation Bonds, Series of 2013, whose Official Statement was filed to EMMA on 8/26/2013. The top ten
largest taxpayers were in the Official Statement for the District’s General Obligation Bonds, Series A of 2012, whose Official Statement was filed to EMMA on 8/28/12.

The assessed & market values as well as the tax & millage rates was included in the PDE-2028 Budget filed under EMMA ID ER669848 on 1/6/2015. A Notice of

Reference to Other Submitted Documents was filed by the School District on 1/7/15 (EMMA ID ER670492).
9 Filing of PDE-2057 Annual Financial Report. Audited financial statements filed on 4/2/2014 (EMMA ID ER593549)

I Filing of PDE-2057 Annual Financial Report.

Based on the information above, the School District’s annual financial and operating filing history over the past five (5)
years can be summarized as follows:

For fiscal year ending June 30, 2010, the School District filed its audited financial statements on April 27, 2011 and budget
on May 4, 2011. The operating data was included in an Official Statement of the School Districted filed on June 2, 2011. A Notice
of Reference to Other Submitted Documents was filed on January 6, 2015.

For fiscal year ending June 30, 2011, the School District filed its audited financial statements on January 10, 2012 and
budget on January 6, 2015.  The operating data was included in an Official Statement of the School Districted filed on July 31,
2012. A Notice of Reference to Other Submitted Documents was filed on January 6, 2015.

For fiscal year ending June 30, 2012, the School District filed its audited financial statements on January 17, 2013. The
budget was filed to EMMA on January 6, 2015. Its operating data was included in Official Statements filed to EMMA on August
28,2012 and August 26, 2013, as well as the budget. A Notice of Reference to Other Submitted Documents was filed on January 7,
2015.

For fiscal year ending June 30, 2013, the School District filed its PDE-2057 Annual Financial Report, budget and
operating data in a timely manner. Its audited financial statements were filed on April 2, 2014.

For fiscal year ending June 30, 2014, the School District filed its PDE-2057 Annual Financial Report, budget and
operating data in a timely manner.
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APPENDIX G

DAUPHIN COUNTY
Demographics
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Population

Table G-1 which follows shows recent population trends for the School District, Dauphin County and the State of Pennsylvania. Table G-
2 shows 2000 age composition and average number of persons per household in Dauphin County and for the State.

TABLE G-1

RECENT POPULATION TRENDS

Census: Census:
April 1, 2010 April 1, 2000 Change: 2000 to 2010
Geographic Area Number Number Number Percent
Dauphin County .........coeeueeinnueeeninenens 268,100 251,798 16,302 6.5%
Pennsylvania ...........c.eveveeveeveerererrennnnnen. 12,702,379 12,281,054 421,325 3.4%

Source: U.S. Census Bureau, Census 2000 & 2010 Redistricting Data (Public Law 94-171) Summary File.

TABLE G-2
AGE COMPOSITION
0-17 18-64 65+ Persons Per
Years Years Years Household
Dauphin County 24.3% 61.5% 14.2% 2.54
Pennsylvania ..........ccceeevenieineienenecnene 23.8% 60.6% 15.6% 2.57

Source: Pennsylvania State Data Center, 2000 General Population and Housing Characteristics: Pennsylvania.
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Employment

Overall employment data are not compiled for the School District or municipalities within it, but such data are compiled
for the Dauphin County and the MSA as of February 2014.

TABLE G-3
NONFARM JOBS BY INDUSTRY

HARRISBURG-CARLISLE METROPOLITAN STATISTICAL AREA
(Cumberland, Dauphin and Perry counties)

Industry Employment Net Change From:
ESTABLISHMENT DATA Feb. 2014 Jan. 2014 Dec. 2013 Feb. 2013 Jan. 2014  Feb. 2013
Total Nonfarm 326,000 325,200 331,200 320,500 800 5,500
Total Private 265,700 265,400 270,600 259,500 300 6,200
Goods Producing 29,700 29,800 30,500 29,500 -100 200
Mining, Logging, and Construction ....eeesesseesesssssassnes 10,000 10,100 10,500 10,000 -100 0
Manufacturing 19,700 19,700 20,000 19,500 0 200
Durable Goods 10,400 10,400 10,500 10,400 0 0
Non-Durable Goods 9,300 9,300 9,500 9,100 0 200
Food mfg. 5,400 5,400 5,500 5,200 0 200
SERVICE-PROVIDING 296,300 295,400 300,700 291,000 900 5,300
PRIVATE SERVICE-PROVIDING........cccceeveueeurenenes 236,000 235,600 240,100 230,000 400 6,000
Trade, Transportation, and ULIlItIES ..eeesessssssssssssassasenssns 64,300 64,700 67,200 63,400 -400 900
Wholesale trade 11,600 11,600 11,700 11,500 0 100
Retail trade 31,100 31,500 33,300 30,700 -400 400
General merchandise stores 4,900 5,100 5,700 4,900 -200 0
Transportation, Warechousing and UtilitieS....eeeessreeseneens 21,600 21,600 22,200 21,200 0 400
Transportation and Warehousing 20,700 20,700 21,300 20,300 0 400
Truck transportation 8,200 8,100 8,300 8,000 100 200
Warehousing and storage 7,000 7,000 7,100 6,800 0 200
Information 4,900 4,900 4,900 4,800 0 100
Financial Activities 22,600 22,600 22,700 22,200 0 400
Finance and Insurance 19,800 19,700 19,800 19,500 100 300
Professional and Business Services ........ccceeeeeeeseneecsenes 46,200 46,000 46,800 43,300 200 2,900
Professional and technical SEIVICES ceeveeeeerreneecssnrecsaneen 16,100 15,900 15,700 15,600 200 500
Management of companies & enterprises seeesesssesesssess 8,700 8,700 8,700 8,400 0 300
Administrative and Waste SEIVICES veevrereersaneesssnsecsanen 21,400 21,400 22,400 19,300 0 2,100
Educational and Health Services 52,100 51,700 51,800 51,500 400 600
Educational services 8,400 7,500 8,200 8,500 900 -100
Health care and social assistance 43,700 44,200 43,600 43,000 -500 700
Hospitals 15,200 15,400 15,200 15,100 -200 100
Leisure and Hospitality. 29,000 28,900 29,700 27,700 100 1,300
Accommodation and foOd SEIVICE .eeerrurreerraneerssneecsaneen 22,600 22,700 23,400 22,400 -100 200
Food services and drinking places ......cceceseeesucsnenes 18,300 18,400 18,900 18,100 -100 200
Other Services 16,900 16,800 17,000 17,100 100 -200
Government 60,300 59,800 60,600 61,000 500 -700
Federal Government 7,000 7,100 7,200 7,300 -100 -300
State Government 32,800 32,200 32,500 33,000 600 -200
Local Government 20,500 20,500 20,900 20,700 0 -200
Local government educational SErvices....coeesesseesesees 13,600 13,500 13,800 13,800 100 -200
Local government excluding educational services.... 6,900 7,000 7,000 6,900 -100 0

Data benchmarked to March 2013 ***Data changes of 100 may be due to rounding***

Source: Paworkstats.state.pa.us
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Table G-4 shows recent trends in labor force, employment and unemployment for Dauphin County and the
Commonwealth. The unemployment rate for Dauphin County has been lower than the statewide average. Employment for Dauphin
County has increased for the County at a faster rate than the rate for the Commonwealth.

TABLE G-4
RECENT TRENDS IN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
(Dauphin County)
Compound
Average
Annual %
2009 2010 2011 2012 2013 20140 Rate
Dauphin County
Civilian Labor Force (000)........ 136.7 134.9 137.8 139.3 136.5 140.2 0.51%
Employment (000)..............c...... 126.5 123.7 127.3 128.6 128.3 1324 0.92%
Unemployment (000)................. 10.2 11.2 10.5 10.7 8.1 7.7 -5.47%
Unemployment Rate.................. 7.5% 8.3% 7.6% 7.7% 6.0% 5.5%
Pennsylvania
Civilian Labor Force (000)........ 6,383.0 6,340.0 6,386.0 6,487.0 6,424.0 6,430.0 0.15%
Employment (000)...........c.c...... 5,870.0 5,791.0 5,879.0 5,973.0 5,990.0 6,032.0 0.55%
Unemployment (000)................. 514.0 549.0 507.0 513.0 434.0 397.0 -5.03%
Unemployment Rate.................. 8.0% 8.7% 7.9% 7.9% 6.8% 6.2%

(MAs of February 2014.

Source: Pennsylvania State Employment Service.

Listed below are some of the larger employers of the region:

Name

Commonwealth of Pennsylvania
Milton S. Hershey Medical Center
Hershey Company

Hershey Entertainment and Resorts
Pinnacle Health Systems

Federal Government

PA Higher Education Assistance Agency
Tyco Electronics Corporation
Harrisburg Area Community College
Pennsylvania State University

Source: Center for Workforce Information & Analysis website.
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Product/Service
Government

Health Care

Manufacturer of Confections
Amusement parks, golf, resorts, hotels
Health Care

Government

Higher Education
Manufacturer

Education

Education



Income

The data on Table G-5 show recent trends in per capita income for the School District, the County and Pennsylvania over
the 2000-2009 period.

TABLE G-5
RECENT TRENDS IN PER CAPITA INCOME*

Compound Average
Annual % Change

2000 2009 2000-2009
Dauphin County ..........ceeeereevienenienienienieseeniene 22,134 27,402 2.40%
Pennsylvania............ccceveeieneeieeniieiesieeeseeeee 20,880 26,678 2.76%

*Income is defined by the Bureau of the Census as the sum of wage and salary income, non-farm self-employment income, net self-
employment income, Social Security and Railroad retirement income, public assistance income, interest, dividends, pensions, etc.
before deductions for personal income taxes, Social Security, etc. School District income is the population-weighted average for
political subdivisions.

Source: 2000: U.S. Census Bureau, Summary File 1 (SF 1) and Summary File 3 (SF 3) & 2009: U.S. Census Bureau, 2005-2009
American Community Survey.

Commercial Activity

Table G-6 shows recent trends for retail sales in Dauphin County and the Commonwealth.

TABLE G-6
TOTAL RETAIL SALES
(000)
2010 2011 2012 2013 2014
Dauphin County ...... $ 4,323,994 $ 4,595,850 $ 4,594,147 $ 4,294,807 $ 5,646,558
Pennsylvania........... 174,483,292 188,193,104 188,149,727 187,412,600 199,975,257

Source: The Nielson Company.
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Educational Institutions

Widener Law School campus is located within the School District. The School District and surrounding area have a number
of institutions of higher learning including the Pennsylvania State University Milton S. Hershey Medical Center in Hershey, the
Harrisburg Area Community College, Penn State Harrisburg Campus in Middletown, Dickinson College, Dickinson School of Law
of the Pennsylvania State University, Messiah College and the University Center at Harrisburg which consists of extension programs
offered by a consortium of five institutions of higher learning including Pennsylvania State University and the University of
Pennsylvania. Temple University has a branch campus in Harrisburg.

The largest of these schools in terms of enrollment is the Harrisburg Area Community College which was the first
comprehensive Community College to be established in the Commonwealth and serves the MSA. Founded in 1964 and fully
accredited, this two year college occupies a campus of 157 acres. Enrollment has grown from less than 500 to over 4,500 students,
and the College offers both career and transfer programs.

The Penn State Harrisburg Campus offers baccalaureate and graduate degree programs. Enrollment at the Harrisburg Campus,
located in Middletown, is approximately 3,416. Dickinson College, located in Carlisle, is the second oldest institution of higher
learning in the Commonwealth. Approximate enrollment at this co-educational liberal arts college is 1,990 full-time students. The
Dickinson School of Law, also located in Carlisle, is the second oldest law school in the Commonwealth having been founded in
1834. The School is part of Penn State. Present enrollment for the three year juris doctorate program is about 538 students.
Messiah College is a liberal arts institution located in Grantham with current enrollment of approximately 2,000 students.

Residents of the School District also have access to a variety of trade and technical schools such as The Academy of Medical
Arts and Business, Electronic Institutes, National Education Center Thompson Institute, Central Pennsylvania Business School and
the MTA Technical School.

Medical Facilities

The residents of the School District are served by five major medical institutions: Pinnacle Health Systems which consists of
four facilities within the system: Community General Osteopathic Hospital, Harrisburg Hospital, Frederickson Outpatient Center,
and Seidle Hospital; and Milton S. Hershey Medical Center of Pennsylvania State University.

Transportation and Highway Services

The School District is served by Interstate 81 which connects it with Scranton, Wilkes-Barre, Binghampton, New York and
Syracuse, New York to the north, and major cities to the south; Interstate 78 which connects the School District with Allentown-
Bethlehem-Easton and New York City to the east; Interstate 83 which runs south to York and Baltimore; and Interstate 76
(Pennsylvania Turnpike) which connects the School District with Philadelphia and Pittsburgh. U.S. 11, 15, 22, 322 and 422 and
Interstate Route 283 also serve the School District.

Harrisburg International Airport, located in Middletown, has a 10,000-foot runway and can handle the nations’ largest
commercial and military aircraft. The U.S. Commerce Department has simplified export procedures for the Harrisburg Port-of-
Entry, so that cargo may be flown directly from Harrisburg to foreign countries as well as any domestic point. The Airport is served
by US Airways, United Airlines, Delta Airlines, American Airlines, Northwest Airlines, Continental Airlines and Air Canada, in
addition to several commuter airlines. The Harrisburg Airport offers approximately 90 non-stop flights daily to destinations such as
New York, Chicago, St. Louis, Detroit, Pittsburgh, Baltimore, Atlanta, Washington, DC, Charlotte, Boston, Philadelphia and
Raleigh/Durham. General aviation service is also available at the Capital City Airport and three other airports in the Harrisburg
Metropolitan Area.

Norfolk Southern facilities, which include the mainline of the former Conrail, offer freight transportation to and from the
Harrisburg area. The yard at Enola in Cumberland School District is one of the largest classification yards on the Norfolk Southern
system. AMTRAK operates regular daily passenger service through the School District to major eastern, southern and western
cities. The Harrisburg Transportation Center serving AMTRAK and Greyhound Bus Lines provide bus service throughout the
country.

Utilities

Verizon (telephone), PPL Ultilities (electric), Amergen Energy Company, UGI Corporation (natural gas) and United Water
Company (water) are the major utilities, which provide service in the School District.
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FILENO: 9816/04

[Date of Closing]

Re:  §$19,405,000 State Public School Building Authority
Guaranteed School Lease Revenue Bonds
(Dauphin County Technical Refunding Project), Series of 2015
Dated as of [Date of Closing]

OPINION

We have acted as Bond Counsel in connection with the issuance and sale by the State
Public School Building Authority (the "Authority") of $19,405,000 aggregate principal amount
of the Authority's Guaranteed School Lease Revenue Bonds (Dauphin County Technical School
Refunding Project), Series of 2015 (the "Bonds"), being issued under the provisions of the State
Public School Building Authority Act of 1947, P.L. 1217, as supplemented and amended (the
"Act"), of the Commonwealth of Pennsylvania (the “Commonwealth), and pursuant to a Trust
Indenture, dated as of February 18, 2015 (the "Indenture") from the Authority to Manufacturers
and Traders Trust Company, as trustee (the "Trustee").

The Bonds are being issued for the purpose of providing funds for the payment of (i) a
project consisting of the refunding of the State Public School Building Authority School Lease
Revenue Bonds (Dauphin County Technical School Project), Series of 2007, and paying costs
and expenses related thereto, and (ii) the costs and expenses of issuing the Bonds.

The proceeds of the Bonds are being provided by the Authority to the Joint Board and the
Central Dauphin School District, Derry Township School District, Halifax Area School District,
Lower Dauphin School District, Middletown Area School District, and Susquehanna Township
School District, all located in Dauphin County, Pennsylvania (collectively, the “Participating
School Districts”), pursuant to a Sublease Agreement, dated as of February 18, 2015, between
the Authority and the Joint Board and Participating School Districts (the "Sublease Agreement"),
pursuant to which the Joint Board and Participating School Districts covenant to make sublease
rental payments to the Authority in the amounts and on the dates required for the payment of
principal of and interest on the Bonds. Under the terms of the Sublease Agreement, each of the
Participating School Districts has guaranteed payment of its proportionate share, determined as
provided in the Sublease Agreement, of the principal of and interest on the Bonds Outstanding, as



that term is defined in the Indenture, from time to time. Under the Indenture, the Authority has
pledged and assigned to the Trustee as security for the payment of the Bonds all revenues of the
Authority derived from, and all right, title and interest of the Authority in and to, the Sublease
Agreement and the Bonds (except certain rights to indemnification and to the payment of the
Authority’s fees and expenses thereunder).

As Bond Counsel to the Authority, we have examined certified copies of the proceedings
of the Authority relative to the issuance of the Bonds, an executed counterpart of the Indenture
and of the Sublease Agreement, a non-arbitrate certificate of the Authority and the Joint Board,
and usual closing certificates and documents, together with such statutes and other materials as
we have deemed necessary and appropriate to render the opinion set forth herein. In rendering
such opinion, we have examined and relied upon the opinion of the solicitor to the Joint Board
with respect to the due execution and delivery by the Joint Board of the Sublease Agreement and
the valid and binding effect of the Sublease Agreement on the Joint Board, the opinion of the
solicitor to the Authority with respect to the due execution and delivery by the Authority of the
Indenture, Sublease Agreement and the Bonds and the valid and binding effect of the Indenture,
Sublease Agreement and the Bonds on the Authority, and the General Certificates of each of the
Participating School Districts with respect to the due authorization, execution and delivery by
each of the Participating School Districts of the Sublease Agreement and the valid and binding
effect of the Sublease Agreement on each of the Participating School Districts. We have also
examined a specimen of an executed Bond, and assume that all Bonds will be issued in
registered form as required by the Indenture.

We have further relied upon covenants of the Authority and the Joint Board and
Participating School Districts set forth in the Indenture and the Sublease Agreement,
respectively, wherein the Authority and the Joint Board and Participating School Districts agree
to comply with the requirements of the Internal Revenue Code of 1986, as amended (the
"Code"), and the regulations in effect thereunder, in order to preserve the exclusion from gross
income for federal income tax purposes of interest on the Bonds.

As to questions of fact material to our opinion, we have relied upon the certified
proceedings and other certifications of public officials furnished to us without undertaking to
verify such facts by independent investigation.

Based upon the foregoing, we are of the opinion that:

1. The Authority is a body corporate and politic, is validly existing under the laws of
the Commonwealth and has the corporate power and lawful authority (a) to execute and deliver
the Indenture and the Sublease Agreement, and (b) to issue and deliver the Bonds.

2. Each of the Indenture and the Sublease Agreement has been duly executed,
acknowledged and delivered by the Authority and, upon due authorization, execution,
acknowledgment and delivery of the Indenture by the Trustee and the Sublease Agreement by
the Joint Board and Participating School Districts, each is a legal, valid and binding obligation of
the Authority enforceable against it in accordance with its terms.



3. Each of the Participating School Districts has the power to unconditionally
guaranty the payment of its proportionate share, determined in accordance with the Sublease
Agreement, of the principal of and interest on the Bonds and, under the terms of the Sublease
Agreement, has duly guaranteed such payment to the extent that the Bonds shall be “Outstanding,”
as that term is defined in the Indenture, from time to time, under the Indenture. For payment in
respect of such guaranty of its proportionate share of the Bonds, each of the Participating School
Districts has pledged its full faith, credit and taxing power.

4. The issuance and sale of the Bonds have been duly authorized by the Authority
and the Bonds have been duly executed and delivered by the Authority. Assuming their due
authentication by the Trustee, the Bonds are valid, binding and enforceable obligations of the
Authority and are entitled to the benefit and security of the Indenture, to the extent indicated
therein.

5. The Indenture creates the valid pledge it purports to create in respect of the
revenues of the Authority payable by the Joint Board and Participating School Districts under the
Sublease Agreement.

6. Under the laws of the Commonwealth as presently enacted and construed, the
Bonds are exempt from personal property taxes in the Commonwealth and interest on the Bonds is
exempt from the Commonwealth’s Personal Income Tax and the Commonwealth’s Corporate Net
Income Tax.

7. Under present statutes, regulations and judicial decisions, interest on the Bonds is
excluded from gross income for purposes of federal income taxation and is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations, although it should be noted that in the case of corporations (as defined for federal
income tax purposes) such interest is taken into account in determining adjusted current earnings
for purposes of such alternative minimum tax. The opinions expressed in the preceding sentence
are subject to the condition that the Authority and the Joint Board and Participating School
Districts comply with all requirements of the Code that must be satisfied subsequent to the
issuance of the Bonds in order that the interest thereon be, or continue to be, excluded from gross
income for federal income tax purposes, as the Authority and the Joint Board and the
Participating School Districts have covenanted to do in the Indenture and the Sublease
Agreement and other aforementioned documents. Failure to comply with certain of such
requirements may cause the inclusion of interest on the Bonds in gross income retroactive to the
date of issuance of the Bonds.

We express no opinion regarding other federal tax consequences arising with respect to
the Bonds.

It is to be understood that rights of holders of the Bonds and the enforceability thereof
and of the other documents mentioned herein may be subject to bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or
hereafter enacted and that their enforcement may be subject to the exercise of judicial discretion
in accordance with general principles of equity.



In rendering the foregoing opinions, we advise you that the Bonds do not pledge the
general credit of the Authority or the credit or taxing power of the Commonwealth or of any
political subdivision thereof (other than the Participating School Districts), nor will the
Commonwealth, or any political subdivision thereof (other than the Participating School
Districts), be liable for payment of the principal of, premium, if any, or interest on the Bonds, nor
shall the Bonds be deemed obligations of the Commonwealth or of any political subdivision
thereof (other than the Participating School Districts).

Very truly yours,
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CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and
delivered by the JOINT SCHOOL BOARD OF THE DAUPHIN COUNTY TECHNICAL
SCHOOL, Dauphin County, Pennsylvania (the “Joint School Board”) and CENTRAL DAUPHIN
SCHOOL DISTRICT, DERRY TOWNSHIP SCHOOL DISTRICT, HALIFAX AREA SCHOOL
DISTRICT, LOWER DAUPHIN SCHOOL DISTRICT, MIDDLETOWN AREA SCHOOL
DISTRICT, and SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT, all located in Dauphin
County, Pennsylvania (the “Participating School Districts”), in connection with the issuance of the
Guaranteed School Lease Revenue Bonds (Dauphin County Technical School Refunding Project),
Series of 2015, dated as of , 2015 (the “Bonds”) of the State Public School Building
Authority. The Bonds are being issued pursuant to a Resolution duly adopted by the Joint School
Board and Participating School Districts (collectively, the “Resolution”). The Joint School Board
and Participating School Districts make the following certifications and representations as an
inducement to the Participating Underwriter and others to purchase the Bonds:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the Joint School Board and Participating School Districts for the benefit
of the holders or beneficial owners of the Bonds and in order to assist the Participating
Underwriters in complying with Securities and Exchange Commission Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which
apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Joint School Board
pursuant to, and as described in, Section 3 of this Disclosure Certificate.

“Business Day” shall mean a day other than a Saturday, a Sunday, or a day on which the
New York Stock Exchange is closed or a day on which banks located in the Commonwealth are
authorized by law to be closed.

“Commonwealth” shall mean the Commonwealth of Pennsylvania.

“Listed Events” shall mean any of the events listed in Section 5 of this Disclosure
Certificate.

“MSRB” shall mean the Municipal Securities Rulemaking Board.

“Official Statement” shall mean the final official statement relating to the Bonds prepared
by or on behalf of the Authority and distributed in connection with the offering and sale of the
Bonds by the Participating Underwriters.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

974439.3



“Rule” shall mean Rule 15c¢2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from time
to time.

“SEC” shall mean the United States Securities and Exchange Commission.

SECTION 3. Provision of Annual Reports. The Joint School Board and each of the
Participating Districts will file with the MSRB, respectively:

(a) Financial Information of the Joint School Board. Annually, within 210 days
following the close of each of the Joint School Board’s fiscal years, beginning with its fiscal year
ending June 30, 2015, the following financial information and operating information for the Joint
School Board:

B the financial statements for the most recent fiscal year, prepared
in accordance with generally accepted accounting principles for local
government units and audited in accordance with generally accepted
auditing standards

B a summary of the budget for the current fiscal year

(b) Financial Information of the Participating School Districts.

Annually, within 210 days following the close of each of the Participating School
District’s fiscal years, beginning with the fiscal year ending June 30, 2015, the following
financial information and operating information for each of the Participating School Districts:

B the financial statements for the most recent fiscal year, prepared
in accordance with generally accepted accounting principles for local
government units and audited in accordance with generally accepted
auditing standards

B a summary of the budget for the current fiscal year

(¢c) Audited Financial Statements. If not submitted as part of the annual financial
information of the Joint School Board or each of the Participating School Districts in accordance
with subparagraphs (a) and (b) above, then when and if available, financial statements of the
Joint School Board or each of the Participating School Districts for the most recent fiscal year
audited in accordance with generally accepted auditing standards.

Each Annual Report may be submitted as a single document or as separate documents
comprising a package. Any or all of the items listed above may be incorporated by reference
from other documents, including official statements of debt issues of the Joint School Board or
the Participating School Districts which have been filed with MSRB or with the Securities and
Exchange Commission. If the document incorporated by reference is a final official statement, it
must be available from the MSRB. The Joint School Board or the Participating Districts, as
applicable, shall clearly identify each other document so incorporated by reference.
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SECTION 4. Notices of Late Filing of Annual Information. If the Joint School Board or
Participating School Districts have failed to file, or are unable to file, an Annual Report with the
MSRB within the time set forth in Section 3 above, the Joint School Board and the Participating
School Districts, as applicable, will file, in a timely manner, a notice with the MSRB stating such
fact and, if appropriate, the date by which the Joint Board or the Participating School District
expects to file the applicable Annual Report.

SECTION 5. Reporting of Significant Events. In a timely manner not in excess of ten
(10) Business Days after the occurrence of the event, the Joint School Board or the Participating
School Districts will file with the MSRB notice of the occurrence of any of the following events
with respect to the Bonds:

principal and interest payment delinquencies;

non-payment related defaults, if material;

unscheduled draws on debt service reserves reflecting financial difficulties;

unscheduled draws on credit enhancements reflecting financial difficulties;

substitution of credit or liquidity providers, or their failure to perform;

adverse tax opinions, the issuance by the Internal Revenue Service of proposed or

final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-

TEB) or other material notices or determinations with respect to the tax-exempt

status of the Bonds, or other material events affecting the tax-exempt status of the

Bonds;

modifications to rights of holders of the Bonds, if material;

bond calls, if material, and tender offers;

defeasances;

release, substitution, or sale of property securing repayment of the Bonds, if

material;

rating changes;

e bankruptcy, insolvency, receivership or similar event of the Joint School Board or
the Participating School Districts;

e the consummation of a merger, consolidation, or acquisition involving the Joint
School Board or the Participating School Districts or the sale of all or
substantially all of the assets of the Joint School Board or the Participating School
Districts, other than in the ordinary course of business, the entry into a definitive
agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if
material; and

e appointment of a successor or additional trustee, or the change of name of a

trustee, if material.

The Joint School Board or the Participating School Districts may from time to time
choose to provide notice of the occurrence of certain other events affecting the Bonds, the Joint
School Board or the Participating School Districts, in addition to those listed above, if, in the
judgment of the Joint School Board or the Participating School Districts, such other event is
material with respect to the Bonds, but the Joint School Board or the Participating School



Districts do not undertake to commit to provide any such notice of the occurrence of any material
event except those events listed above.

SECTION 6. Dissemination Agent. The Joint School Board and Participating School
Districts may, at any time and from time to time, appoint or engage another person (the
“Dissemination Agent”) to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge such Dissemination Agent, with or without appointing a successor, and without
notice to holders or beneficial owners of the Bonds.

SECTION 8. Termination of Disclosure Obligation. The Joint School Board and
Participating School Districts’ obligations under this Disclosure Certificate shall terminate upon
the prior redemption or payment in full of all of the Bonds.

SECTION 9. Amendment. The Joint School Board and Participating School Districts
reserve the right to modify from time to time the specific types of information provided or the
format of the presentation of such information, to the extent necessary or appropriate as the result
of a change in legal requirements or change in the nature of the Joint School Board and
Participating School Districts; provided that the Joint School Board and Participating School
Districts agrees that any such modification will be done in a manner consistent with the Rule.

SECTION 10. Default. In the event of a failure of the Joint School Board and Participating
School Districts to comply with any provision of this Disclosure Certificate, any holder or
beneficial owner of Bonds may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the Joint School Board and
Participating School Districts to comply with its obligations under this Disclosure Certificate. A
default under this Disclosure Certificate shall not be deemed an event of default with respect to the
Bonds, and the sole remedy under this Disclosure Certificate in the event of any failure of the Joint
School Board and Participating School Districts to comply with this Disclosure Certificate shall be
an action to compel performance.

SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of
the Joint School Board and Participating School Districts, the Participating Underwriters and
holders and beneficial owners from time to time of the Bonds, and shall create no rights in any
other person or entity.



IN WITNESS WHEREOF, The Joint School Board causes this Continuing Disclosure
Certificate to be executed on its behalf by the Chairperson all as of the date first above written.

JOINT SCHOOL BOARD OF THE DAUPHIN
COUNTY TECHNICAL SCHOOL,
Dauphin County, Pennsylvania

By:

Chairperson



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

CENTRAL DAUPHIN SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

DERRY TOWNSHIP SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

HALIFAX AREA SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

LOWER DAUPHIN SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

MIDDLETOWN AREA SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors



IN WITNESS WHEREOF, The undersigned causes this Continuing Disclosure Certificate
to be executed on its behalf by the President or Vice President, all as of the date first above written.

SUSQUEHANNA TOWNSHIP SCHOOL DISTRICT,
Dauphin County, Pennsylvania

By:

(Vice) President of the Board of School Directors
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APPENDIX J

AUDITED FINANCIAL STATEMENTS OF THE TECHNICAL SCHOOL
FOR FISCAL YEAR ENDED JUNE 30, 2014
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