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Introduction

Overview

The FY08-FY12 Five Year Financial Plan is Philadelphia’s sixteenth, and the final such blueprint
for City government to be presented by Mayor John F. Street. Over the last seven years,
Philadelphia has been a City in transition: Neighborhoods long abandoned are experiencing a
renaissance; contaminated industrial sites along the river are being redeveloped as mixed-use
communities with waterfront amenities; and population loss has stemmed, as long-term residents
remain and suburbanites reverse the exodus. Philadelphia has transitioned from being an Amtrak
stop between New York and Washington, to a premier national and international destination
known for its bold wireless vision, its commitment to bridge the digital divide, and its willingness
to address the need to change. The local economy is transforming from industrial to knowledge
based. Over the last seven years, the Street Administration—through strategic investments in
neighborhoods, education, tax reductions, social services, economic development, and more
efficient and strategic government operations—has sought to initiate and or sustain this
transformation. If Philadelphia, its residents, and businesses are to continue the momentum,
government in the coming years must renew the commitment to transformation. This Five Year
Financial Plan and the strategic investments it continues to support allow for the change to
continue. However, without continuing change in the way the City organizes itself and conducts
its affairs and without changes in state support for education and other crucial City services for
our children and families in distress, the progress made in the past cannot be sustained.

One of the greatest testaments to the value of the Street Administration’s strategy of strategic
investments in improved services, streamlining government, and the quality of life for all
Philadelphians has been steadily increasing citizen satisfaction with the quality of City services
across government functions. The citizen satisfaction survey, conducted annually since 1997,
shows continuing improved satisfaction with the four most important services—law enforcement,
trash collection, fire protection, and street repair. Satisfaction with Police and Street services in
Philadelphia exceed national norms. Health, water, parks, library, and recreation services have
also been rated more highly each year. Seventeen specific service areas—from the taste of
“Philly Tap” to the helpfulness of Library personnel and the quality of after-school programs—hit
new all-time highs in 2006. At the same time, with a continued commitment to tax reductions,

citizens have increasingly turned their attention toward improved City services, as shown in the
graph below.
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Tax Reduction v. Improved City Services, FY03-FY06
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Working from a foundation of strategic investments, the Administration remains steadfast in
tackling core needs: Revitalizing neighborhoods in decline, improving public schools,
strengthening families, attracting businesses to foster economic growth, ensuring public safety
and high quality-of-life standards in every community, and to the extent possible, reducing the
local tax burden. Examples of the successes of Administration investments in these strategic
areas are illustrated below.

Transforming Philadelphia’s neglected neighborhoods. In April 2001, Mayor Street unveiled
the Neighborhood Transformation Initiative (NTI), a strategy to revitalize Philadelphia’s
neighborhoods as thriving communities. While low mortgage interest rates, real estate tax
abatements, wage and business tax cuts, and increased buyer confidence in the city have
contributed to increased property values citywide since 2000, NTI’s strategically targeted
investments have helped boost property values that stagnated during prior real estate booms.
Since 2000, nearly 2,800 new housing units have been created, 275,000 abandoned cars removed,
500,000 graffiti defacements abated, nearly 80,000 vacant lots rehabilitated, and 5,000 abandoned
and dangerous properties demolished. For perhaps the first time in decades, neighborhoods with
properties customarily below market value have been commanding prices competitive with more
traditionally market-rate locations. The success of the NTI effort is also demonstrated by growth

in Real Estate Transfer Tax revenue, which tripled, from $77 million in FY01, to $236 million in
FYO06.

Developing financial solutions to affordable housing development challenges. Two novel
financial solutions were created by the Administration to increase the pool of funds available for
the development of affordable housing—the Housing Trust Fund (HTF) and the Redevelopment
Authority (RDA) Recycling program. In July 2005, the City created a Housing Trust Fund, with
the approval of Council and support of Commonwealth enabling legislation. The Housing Trust
Fund resulted from a partnership between the Administration, City Council, affordable housing
advocates and state legislators. The HTF receives 50 percent of fees paid on deed recording and
related activity, yielding approximately $14 million annually, at today’s level of real estate sales
activity. To hold the General Fund harmless, the City doubled the recording fee. HTF funds,
which earn interest and reside in a special revenue fund, administered by Finance, may be rolled
over from one fiscal year to the next. The Office of Housing and Community Development
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(OHCD) manages expenditure of the funds, to assist families with incomes up to 115 percent of
the Area Median Income. Funds have been used to provide grants to low-income homeowners
for basic systems repairs; support adaptive modifications to assist people with disabilities to
remain in their homes; provide rental assistance payments for formerly homeless families; and
create 465 units of affordable housing, both rental and homeownership. Developments that will
use HTF earnings in the near term include Pradera Homes Phase II, a new 53-unit construction
homeownership venture in Eastern North Philadelphia, being developed by Mantua Presbyterian
Apartments, and providing 66 units of affordable rental housing for seniors; and St. Elizabeth’s
Homeownership, a “Project Housing, Opportunities for Employment, Medical Care, and
Education” (Project HOME) rehabilitation project providing 15 units of homeownership housing.

Also in July 2005, the City reached an agreement with the RDA—subsequently authorized by
Ordinance—that permits “recycling” of accrued taxes and fees paid to the City when abandoned
properties condemned under eminent domain are sold. Under the agreement, the City foregoes
lien revenues owed, in favor of investing these sums through the RDA in the acquisition of
additional properties proposed for redevelopment, resulting in their restoration to City tax rolls.
A maximum of $3 million is made available through a year-end transfer ordinance from the
General Fund. The FY06 year-end transfer ordinance provided $783,000 as a first year’s
installment. These “recycled funds” will be used to support additional acquisitions identified
through the NTI planning process. FY07 funding, to be determined late in the year, is estimated
at $1 million.

Consolidating the City’s housing agencies into a single cohesive agency. When the
Administration came into office in 2001, a $7.8 million Community Development Block Grant
(CDBG) cut was looming, and there were three agencies with overlapping responsibility for
housing development: The Redevelopment Authority (RDA), with eminent domain powers; the
Philadelphia Office of Housing and Community Development (OHCD); and the Philadelphia
Housing Development Corporation (PHDC). To streamline services to the public and bring
spending within revenue limits, the Administration initiated a consolidation of these agencies
under the auspices of a new Office of Housing and Neighborhood Preservation (OHNP), which
was to be the primary point of accountability for designing, articulating and implementing an
overall housing and neighborhood preservation strategy for the City. During FY05 and FY06, the
Secretary of Housing led department heads in an assessment of skills and functions necessary to
the mission of the new housing organization. Through reorganization of the City’s housing
agencies, significant reductions in administrative and program delivery costs were achieved,
enabling successful absorption of the CDBG cuts. Today, residential developers of both
affordable and market-rate housing are receiving development services that include coordinated
project review, support for residential rezoning efforts, and assistance in assembling parcels.

Waterfront investments bringing formerly underutilized riverbank land to vibrant
economic life. In September 2001, the Administration issued a plan for the North Delaware,
articulating the City's land use and development plans for a portion of the Delaware riverfront
from Center City to Bucks County. This effort, the Comprehensive Redevelopment Plan for the
North Delaware Riverfront, reflects the Administration’s vision for all 38 miles of the City’s
riverfront, as an “opportunity for the City of Philadelphia to present a new face to the world—the
face of a contemporary riverfront city of both traditional and modern neighborhoods, all linked to
a huge recreational corridor, replete with new cultural amenities, institutions and facilities.”
Reclaiming the riverfront provides the City with the opportunity to address derelict and
environmentally contaminated land, reconnect neighborhoods separated from the river by I-95,
and attract new residents to the City.
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The Administration’s vision and public investment in planning, site assemblage, and
infrastructure has helped to stimulate widespread private investment along the waterfront. The
results are impressive. Exciting residential towers have risen on the Delaware River, and the City
is focused on ensuring that the two new casino sites recently selected by the Pennsylvania
Gaming Board will be embellishments to the riverscape and good neighbors to adjacent
communities. In the Philadelphia Navy Yard, at the southern end of the Delaware River,
investment has helped to attract diverse employers like Kvaerner (shipbuilding), Liberty Property
Trust (real estate), AppTec (biotechnology), Urban Outfitters (retailing), Frog at the Yard
(restaurant), and numerous other private companies employing over 6,000 people. On the North
Delaware, a $600,000 EPA loan was made to a former arsenal, for environmental remediation to
help facilitate a shopping center, and a $5.5 million loan was approved for a large-scale
residential redevelopment on the site of a former steel manufacturing facility. On the Schuylkill
River, the Cira Centre made its sparkling east bank debut in December 2005, Schuylkill Banks
has added 28 acres of landscaped public space on the east bank, and the University of
Pennsylvania has developed a master plan for enhancing its connection to Center City, through
development of a newly acquired 42 acre parcel on the west bank.

Strengthening participation rates for minority- and women-owned businesses, since FY00.
In FY99, City contract participation for minority business enterprises (MBEs) was 6 percent, and
3 percent for women business enterprises (WBEs). In FY06, MBEs earned 13.6 percent, which is
$76.5 million out of a total of $562.8 million in City contracts; and WBEs earned 6.5 percent, out
of $36.3 million in contracts. The City’s participation rate far exceeds that of the region, as
shown by a 2004 Disparity Study completed by D.J. Miler & Associates. The study found that
less than 2 percent of contracting dollars was spent with eligible companies in the Philadelphia
region. In 2006, Mayor Street reauthorized Executive Order 02-05, to increase the meaningful
participation of eligible businesses in City contracting and strengthened compliance mechanisms.
The goal is to keep improving City performance. To better enforce timely contract payments, the
City now utilizes Invoicing Minority Participation and Compliance Tracking, a web-based system
that tracks payments from prime contractors to subcontracts, many of which are minority-owned,
women-owned, and/or disabled-owned business enterprises. The City has also established an
automatic clearinghouse with the capability to process payments to contractors within 10-15 days
of departmental processing, in contrast to the 45-60 days required to process checks. Drawing on
lessons learned from MBEC and NTI, the City is seeking ways to increase neighborhood
employment opportunities on City public works or City financed projects as well.

Committing City resources to support public school education. In September 2006, in
announcing the creation of the Education Advisory Task Force, the latest in a series of efforts by
the Administration to improve Philadelphia’s public schools, the Mayor said, “investing in our
children and improving their educational opportunities is among the most important actions we
can take as a City.” In 2002, pursuant to the 2001 Partnership Agreement between the
Commonwealth and the City that averted a complete state takeover of City Schools, the City
approved a real estate millage transfer from the City to the School District for the FY03 budget
that provided the District with additional real estate tax revenue of $25 million annually. The
City also approved an increase of the City’s annual General Fund grant to the School District
from $15 million annually to $35 million, thereby meeting the obligation under the Partnership
Agreement of $45 million in increased funds, for a total of $60 million. The budget as approved
by City Council raised the annual cash contribution by $2 million annually, to $37 million. As a
result of changes in FY03, the District has benefited from a 58 percent share of Real Estate Tax
millage, worth $546 million in FY06. The budget as approved by Council, raised the District’s
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share to 60 percent, adding $18 million more per year. In addition, an FY06 City analysis
showed that the District receives another $143 million of in-kind services from the City,

including funding of school crossing guards ($13.6 million), conducting building inspections, and
providing a water services discount.

The City is gratified that Philadelphia’s public school system has made substantial progress since
FYO02. The 2005-06 Pennsylvania System of School Assessment test results show a record fourth
consecutive year of growth in math and reading scores for all District students whose scores are
used to measure Adequate Yearly Progress under No Child Left Behind. Other signs of progress
include a longer school day; the mandate that every high school student take African American
history; and the opening of technologically and academically advanced schools, such as the
Science Leadership Academy at the Franklin Institute, the National Constitution Center
Partnership High School, and the School of the Future. The City understands that additional
funds will be being needed, and is working with the Commonwealth and School District to
determine the appropriate level of need and explore funding strategies.

Investing in children’s welfare. The investment in education is reinforced by the City’s
investment in after-school and youth development programs through the Children’s Investment
Strategy. Since FY00, over $100 million in cumulative investment has been provided to serve
over 50,000 children, youth, and families, many through Beacon Centers. Beacon Centers, which
are strategically located across the city in 22 public schools, employ a widely acclaimed model
for youth development and community outreach. Key components of the Beacon School model
include after-school programs and activities that promote family preservation. In September
2006, an unprecedented new partnership between the Archdiocese and the City was formed to
implement additional Beacon Programs at five Catholic schools across the city. Beacons help
build supportive communities and academic success for children, youth, and families in urban
communities. The combination of City funding and support obtained through leveraging other
government funds has enabled significant additional investment in children, as categorized in the
Children’s Budget 2006: Prevention services, education and training, general support services,
intervention and crisis services, and corrective services. Investments include:

m Increasing funding for Philadelphia’s children from $3.7 billion in FY99 to $5.2 billion in
FYO06, an average increase of more than 5 percent annually.

»  Concentrating resources in two key categories. The fastest growing categories from FY99 to

FY06 were prevention services, with 65 percent growth, and intervention and crisis services,
with 60 percent growth.

m  Ensuring that even the lowest rate of increase was substantial. Corrective Services grew by
24 percent from FY99 to FY06.

Creating the first wireless city in the nation. In March 2005, the City organized Wireless
Philadelphia, Inc. Through a competitively bid process, the internet firm, EarthLink, was
awarded the opportunity to construct and manage a citywide wireless internet access system. The
goal of having wireless internet access network throughout Philadelphia took a big step forward
in December 2006, when EarthLink Inc. completed a 15-square-mile test area, known as the
"Proof of Concept," which stretches from North Philadelphia south to the edge of Chinatown and
from the Delaware River west to parts of Strawberry Mansion and Hunting Park. The project will
cover all of Philadelphia's 135 square miles, and require up to 5,000 signal boxes. The build-out
is expected to be completed in the first quarter of FY08. The speed of wireless broadband will be
at least 20 times faster than a dial-up connection. The City has incurred a total of $0.43 million
of General Fund expenses to initiate the project, and will be repaid by Wireless Philadelphia for
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an additional $1.45 million in Economic Stimulus Fund loans, starting late in FY07. This modest
investment has catapulted the City to international prominence as the nation’s first fully wired
city and a digital inclusion trend-setter.

Wireless Philadelphia is focusing its fundraising and program efforts on making digital inclusion
a reality for Philadelphia residents in every neighborhood. In FY07, Wireless Philadelphia has
entered into wireless internet partnerships with People for People and Impact Services
Corporation, and is exploring relationships with other community based entities, such as JEVS,
Human Services, Philadelphia Parent Child Center, Campaign for Working Families, and the
Philadelphia Senior Center. The intent is for these and other Employment Advancement
Retention Network centers to provide computers, training, and internet access to people who
qualify for the Digital Inclusion Program, as recipients of services from the organizations.

Making the government work leaner and smarter through transformational information
technology solutions. By FY00, five years of sustained tax cuts had already made the City’s
manually driven business practices cost prohibitive. Starting with the earliest days of the
Administration in FY01, cutting-edge information technology (IT) solutions were developed to
transform the way government operates delivering on Mayor Street’s commitment to allowing
residents and businesses to access government “online, not in line.” The results are truly exciting.
For example:

m  An FY99 lawsuit challenging the City’s deplorable nine-month turn-around time for
recording deeds spurred the Records Department to improve services, starting with an
automated document recording system in FY00. Records converted previously microfilmed
land records into an online system available “24 /7,” implementing E-recording and, in FY06,
initiating an E-notarization project that has the potential to complete deed recording in hours,
not days. About 14 percent of documents are now submitted in electronic form, and are
returned to the filer within one hour, on average. A Parcel Explorer application is now
available on the City’s website, www.phila.gov, enabling users to view vital parcel records
information, including scanned versions of paper-based registry maps.

m  In support of NTI, a multi-year project to create a unified land records system and develop a
seamless electronic map of city parcels was completed in 2006. Data warehouse software
enables entities across the enterprise—such as the Board of Revision of Taxes (BRT), RDA,
and OHCD—to manage land-related information, resulting in more informed decision-
making. Through “Building Uniformity in Land Development” (BUILD), a browser
application resident on the City’s website, the public can access information about any
property in the City of Philadelphia, regardless of ownership status. The version of BUILD
now available only permits users to see property data. A Virtual Property Information
System (VPMIS) was also developed, to streamline the land acquisition and disposition
activities of the City’s housing agencies. VPMIS automates RDA’s previously manual,
paper-based redevelopment business processes. In FY08, the next version of BUILD will
enable community development corporations, private developers, and the public to explore
purchasing City property on line. To explore the City’s property database, select the BUILD
icon on the City’s website, www.phila.gov.

m  The Water Department can swiftly pinpoint the likely location of watermain breaks by
reviewing on-line streaming video footage of pipeline conditions.

m  Licenses and Inspections inspectors can complete and file field inspections by means of
handheld devices, while administrative back-end applications process these communications
and generate fees, permits, and reports.
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m  The City is at the forefront in using technology to better serve its social service clients.
Social service agencies now have access to a new web-based application called Department
of Social Services Cross Agency Response for Effective Services (DSS CARES). DSS
CARES enables case managers and decision-makers across social services departments—
Department of Human Services (DHS), Office of Behavioral Health (OBH), Office of
Supportive Housing (OSH), Department of Public Health (DPH), and the Philadelphia
Prisons System (PPS)—to immediately view and analyze individual and aggregate client
contact with the City’s various social service agencies, data, and collaborate in
comprehensive reviews with various social service departments and agencies. At the client
level, the availability of comprehensive, accurate information and increased coordination
among case workers should start to improve outcomes for individuals and families, including
improved indicators of child safety and well-being, and lower rates of recidivism to prisons,
homeless shelters, and high-end behavioral health services. Aggregate information on
targeted populations served by several departments—teen mothers of small children, persons
in the homeless system with addictions, at-risk youth—will enable more effective
programming and more efficient use of funding.

Over 1,200 caseworkers have been trained to use the DSS Dashboard, which focuses on
individual clients. By the end of FY07, another 1,800 will be trained, including users at
provider agencies. By the end of FY08, both the individual and aggregate tools will become
standard elements of practice. During FY08, pending the availability of outside funding,
project leaders hope to integrate data from the courts and the School District, and provide
access to the Public Defender, to avoid creation of a duplicative client tracking database.
Testing of the aggregate data analysis tool will be completed by the end of FY07.

m  Users of the City’s website, www.phila.gov, are currently able to complete routine business
transactions, such as paying water bills, wage and business taxes, and real estate taxes online.
Contractors can apply for certain building permits online, citizens can obtain copies of
accident reports, and businesses can review contracting opportunities and submit proposals
online. The advances in online services have put Philadelphia in the forefront of cities
providing government services online. The motto "online, not in line" is guiding our efforts
to use digital technologies, and our goal for digital government efforts is to simultaneously
cut costs and improve services. After more than a two-fold increase in transactions, from
30,335 in FYO05 to 78,200 in FY06, the number of unique visitors to the City’s website is
expected to more than quadruple, to 4 million users in FY07. For more information on doing
business “online, not in line,” select epayphilly.com on the City’s website.

A key component of success in managing this multiplicity of investment was creation of the
Information Technology Governing Board (ITGB) in FY02. ITGB coordinates
decisionmaking among internal stakeholders across the enterprise, at the Cabinet level.
Guided by the expertise of the Mayor’s Office of Information Services (MOIS), the ITGB
strategically evaluates department needs, software options, and priorities for the use of scarce
resources each year. Progress is monitored on a quarterly basis.

Growing the City’s economy. Following on extensive planning and development since enabling
legislation was passed in 2004, gaming is becoming a reality in the City’s economy. In late 2008,
SugarHouse Casino, and, shortly thereafter, Foxwoods Casino, Philadelphia will join history,
theater, arts, nightlife, sporting events, conventions, shopping, and other hospitality offerings as
destination for tourists visiting Philadelphia. The construction of two gaming sites is expected to
generate employment of about 1,000 construction workers, earning up to $34 million in wages.
The creation of approximately 9,000 permanent new jobs potentially will increase wage tax
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receipts by up to $16 million. Philadelphia’s two casinos will pay 4 percent of gross revenues to
the City as "host fees," generating up to $20 million annually.

As we have increasingly become a destination city and the region grows, passenger traffic at
Philadelphia International Airport (PHL) continues to rise dramatically, with a record projected
31.6 million passengers in 2006. To accommodate increased demand, PHL is extending its
commuter runway, providing capacity for larger commuter aircraft and the new generation of
regional jets. An additional three jet gates, 23 ticket counter positions, six security-screening
lanes (total of 14), and two baggage claim carousels will help make air travel to Philadelphia

more convenient for residents and visitors. Final completion of the project is expected in summer
2009.

Sustaining the pledge to reduce City tax burden, unique among US cities. Convinced by the
evidence that Philadelphia’s high tax burden impeded job growth and encouraged flight to the
suburbs from the 1970s to the 1990s, the Administration has supported moderate tax cuts every
fiscal year, carrying forward the approach to enhancing competitiveness begun in the 1990s.
FYO07 is the twelfth consecutive fiscal year of wage tax and Business Privilege tax (BPT) rate
reductions. From FY92-FY00, $319 million was removed from the tax base. From FY01-FY06,
the first six years of the present Administration, $1 billion was removed. In FY06 alone, $19
million was removed, as the wage tax decreased to 4.301 percent, and the gross receipts portion
of the BPT dropped to 0.1665 percent. In the FY08-FY12 Plan approved by PICA, BPT cuts
beyond FY09 were eliminated, restoring $12.5 million to the Plan. Despite the restoration,
cumulative tax cuts from FY07-FY 12 total $1.96 billion (including $450.9 million from planned
reductions in FY07-FY 12, alone). While this commitment, unique among the nation’s cities, will
improve the city’s competitiveness, the City also works leaner and smarter than it did in 2000,
and the promise of renewed interest in City living and employment is being realized.

Challenges

Despite significant successes, the Administration recognizes that there are equally significant
challenges to the progress that has been made in improving the quality of life in Philadelphia over
the FY08-FY12 timeframe, particularly the increased social, emotional, and financial costs of
poverty, drugs, and crime. The cost of Prison operations, fueled by overcrowding and the rising
cost of inmate health care, consume an ever-larger share of City resources, as do the costs
associated with an increasing number of homeless persons on Philadelphia’s streets and in its
shelters. Perhaps most challenging is the rise of gun-related violence and homicides over the past

two years, which threatens the progress we have made in making our neighborhoods safe and
livable communities.

Strategies

The Administration understands that worldclass cities must be safe cities. We remain steadfast in
our efforts to reduce crime and make Philadelphia the nation’s safest city. In February 2006, the
City launched Operation Safer Streets, a comprehensive effort to reduce violence by targeting
crime “hotspots” and reducing the availability of guns on City streets. The City’s Division of
Social Services is building support networks for those who need them—most notably through
expansion of youth violence reduction programs, improved re-entry services for inmates released
from prison, and implementation of the Ten Year Plan to End Homelessness, as well as newer
initiatives of more aggressive truancy and curfew enforcement.
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Implementing a citywide truancy and curfew initiative. There are approximately 176,000
children in Philadelphia public schools. On an average day during the 2005-06 school year, 9.6
percent of students (16,800 children) were absent without an excuse. Truancy rates begin
increasing in sixth grade, and continue rising through the 10th grade, with the highest drop-out
rates occurring in the ninth and tenth grades. According to Philadelphia Safe and Sound’s Report
Card 2006, dropouts attend school less than 60 percent of the time in the year before they drop
out. Truancy is considered to be among the most powerful of indicators for identifying children
at risk for delinquency and violence. In September 2006, the Mayor announced a citywide anti-
truancy initiative designed to ensure that school-aged children and youth attend school, parents
are aware of truancy laws, and the City, SDP, and Family Court hold parents accountable. The
City is supporting expansion of the number of Parent Truant Officers from 100 to 500, with $3
million of funding in FY07. In February 9, 2007, the Mayor signed Bill 060441, which requires

children under 13 years of age to be off the streets several hours earlier than was previously
required.

In perhaps the most sweeping initiative in many decades, the City also submitted a request for
$280 million more in Needs Based Budget funding from the state, in support of expansion of
prevention services to children and families, keying off curfew and truancy programs as a way to
make sure all at-risk youth were being reached. The Governor’s FY08 budget message, however,
indicates a $5 million cut in support for DHS programs ($689 million), compared to FY07 ($695
million), providing none of the additional funding requested to support the truancy-curfew
enabled spectrum of prevention services. The City’s proposed anti-truancy efforts include:

m  Expanding after-school programs to serve 27,000 more truant children and curfew violators,
and providing more conflict resolution education and Violence Prevention programs

Increasing in the number of “Families in School Together” parent education programs

Expanding the Intensive Violence and Delinquency Prevention Program to serve 30,000
youth needing more intensive services

m  Tripling of the number of children and their families receiving school-based case
management services, from 5,000 to 15,000

m  Expanding programs targeted to youth, ages 10-15, who are considered to be most at risk of

becoming perpetrators or victims of violence, such as the Adolescent Violence Reduction
Partnership

With the support of community volunteers, the City opened the first Youth Curfew Center at the
Dixon House in South Philadelphia in July 2006, in the area where two-thirds of shootings
involving juveniles were occurring. Successful reduction in the number of incidents prompted
the City to propose to extend the curfew center approach to serve the estimated 25,000 youths
throughout the city who violate curfew laws each year. Services will be extended from four to
seven days per week. As appropriate, centers will connect youths and their families with
supportive social and behavioral health services. Community volunteer participation is expected
to help empower communities to address youth violence in their area. However, without
additional state aid, the City will only be able to extend services to a fraction of the potential
number of youth who need and would benefit from targeted services programs.

Continuing to strengthen the Safer Streets program. Operation Safer Streets, the City's four-
pronged violence reduction strategy, involves targeted policing, community engagement,
increased city and social services, and removing guns from the streets. Although homicide
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numbers have increased since FY05, major crime has declined by 16 percent since FY00.
Following on FY07 initiatives—hiring 200 additional police officers, continuing youth and

adolescent violence prevention programs, and cracking down on truancy—Operation Safer
Streets plans include:

Installing additional video surveillance cameras

Training 1,000 volunteers to teach conflict resolution in churches and places of worship and
schools

Recruiting block captains and town watch members

Providing City-sponsored job fairs

Supporting ex-offenders through creation of additional “one-stop shops”
Stepping-up state and federal lobbying for stricter gun laws
Implementing best and innovative practices

At numerous community meetings over the past year, residents told Administration officials that
a lack of jobs and economic opportunity was a key factor in increasing feelings of hopelessness,
which can lead to violence. The Administration has sponsored two jobs fairs as part of its
Operation Safer Streets violence reduction and prevention program in FY07. The first Jobs Fair,
held in South Philadelphia last fall, attracted more than 800 people and dozens of prospective
employers. The second Jobs Fair, held at Philadelphia Community College on February 8, 2007,
attracted 2,000 people and 80 employers. The Administration is committed to addressing

unemployment as a critical issue in its ongoing campaign to reduce and prevent violence and
keep City neighborhoods safe.

Managing the prison population. With the cost of housing one prisoner averaging $88 per day,
the City must find ways to stem an increasing inmate census. The Prisons budget has burgeoned
from $131.4 million in FY00, to $194.3 million in FY06, a 48 percent increase ($63 million). The
January 2007 census hovered around 8,700, which is a 1,950 increase over the January 2000
population (29 percent), adding approximately $172,000 per day to the cost of Prisons operations.
Since spring 2006, the City has been exploring more than 20 options to curb census growth. Of
the options, the City’s investment in two additional paralegals has resulted in 100 more petitions
for early release monthly, starting in December 2006. Additional insight into the factors driving
increases in the census was provided by a November 2006 study by the Temple University Crime
and Justice Research Center, under the direction of Dr. John Goldkamp, called “Confinement and
the Justice Process in Philadelphia: Its Features and Implications for Planning.” For example, the
study notes an ever-increasing use of bail a way of ensuring that those arraigned appear at court
dates, a choice that swells the inmate census. A promising investment is an extension of the use
of electronic monitors to the detentioner population, which should keep accused persons out of
Prisons facilities but accessible to criminal justice officials when needed. Subsequent to the
City’s initial formulation of preliminary census reduction options, a lawsuit challenging the
constitutionality of conditions at police detention facilities during summer 2006 was filed. The
Court’s January 2007 decision orders the City to eliminate fire safety hazards at Police facilities
(estimated at $1.3 million), provide additional hygiene items to prisoners, and develop a

mitigation plan. The City will continue to work with criminal justice officials to develop ways to
manage the inmate census.

Advancing the fourth year of the Mayor’s Ten-point Plan to End Homelessness. In June
2004, Mayor Street created a Task Force to End Homelessness, with the goal of enhancing social
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services and improving the quality of life for the most at-risk Philadelphians. In FY08, OSH will
continue to move the Plan forward with several priorities. OSH will decrease the emergency
housing census and the average length of stay by implementing a successful intervention strategy,
modeled on the nationally recognized Hennepin County, Minnesota, Rapid Exit program. In
addition, with an FY07 $1 million allocation from the Housing Trust Fund as a base, OSH will
seek to expand its rent subsidy program, aimed at maintaining families in their own housing in
the community, by partnering with the Philadelphia Housing Authority to create 65 additional
housing opportunities for families that were formerly residing at area hotels or poised to exit
transitional housing. In FY08, OSH will also implement Breaking Bread, a partnership with the
Mayor’s Office of Faith Based Initiatives, to move food distribution indoors. To meet demands
in FY07, the City increased General Fund support to OSH by $4 million, and an additional $3.9
million has been added for expansion programs in FY08.

Creating an Office of Emergency Preparedness. In September 2005, the Mayor appointed an
Emergency Preparedness Review Committee to conduct a thorough evaluation of the City’s
capability to respond to and recover from a catastrophic disaster, such as was experienced by
cities on the Gulf during Hurricane Katrina. In July 2006, the Committee released more than 200
recommendations for enhancing preparedness. In September 2006, the City launched an
extensive outreach campaign urging the public to prepare and protect themselves and their
families in the event of an emergency. Additionally, the City included questions in the 2006
annual Citizen Survey to gauge citizen readiness and provide guidance to emergency
management personnel on where to target future preparedness efforts. Since fall 2006, executives
and managers throughout the city have completed federally required National Incident
Management System training. A Deputy Managing Director for Emergency Management has
been hired to implement a comprehensive emergency management program that will enable the
City to manage large and small emergencies by partnering with the community, effectively
coordinating agencies, and efficiently using resources. To adequately staff the Office of
Emergency Preparedness, $1.0 million in General Funds will initially be required in FY08 to
develop detailed operational disaster response plans, continue to implement the public education
and outreach campaign, conduct training exercises for first responders, and build partnerships
within the community and private sector. Additional positions will be funded through enterprise
funds, such as Aviation and Water, due to their importance in the City’s overall preparedness

effort. For information on preparing for emergencies, select the Ready Philadelphia icon on the
City’s website, www.phila.gov.

Investment in the ReStore Commercial Corridor program. In October 2006, the Mayor
signed an ordinance authoring issuance of $150 million in bonds to support the ReStore
Philadelphia Corridors and the Cultural Corridors programs. A significant new investment for
neighborhood economic development, Restore Philly Corridor is being enhanced through
alignment with funding from other sources, including the Community Development Block Grant,
other federal and state resources, and NTI bond proceeds. In FY07, the City approved funding
for 29 Commercial Corridor Support Program projects, two Main Street programs, and six
Neighborhood Commercial Area Transformation awards. In FY08, funding will be made
available for such purposes as street lighting, pedestrian lighting, street paving, public signage,
sidewalks, crosswalks, curbs and curb cuts, bump-outs, greening and trees, public art, as well as

planning, design, architecture, and engineering studies. The debt service cost for the Commercial
Corridors program in FY08 is $4.5 million.

Strengthening the economic impact of Philadelphia’s cultural organizations through the
Cultural Corridors program. The Cultural Corridors program is a comprehensive strategy to
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position arts and culture as a central part of Philadelphia’s identity. Investment in infrastructure
projects will enhance the physical fabric of the city’s major cultural corridors, preserve and
strengthen arts and culture organizations, and leverage private and other public resources of
support. A $65 million fund will support capital projects in five cultural corridors: The Avenue
of the Arts, Benjamin Franklin Parkway, Historic District, Centennial District, El Centro de Oro,
and other emerging corridors. Additionally, a $5 million Capital Grants Fund will be available to
eligible organizations citywide for capital projects under $250,000 that are necessary, yet
traditionally more difficult to fund. There can be no doubt that investments such as these will
have a positive and lasting impact on Philadelphia and the region. The debt service cost for the
Cultural Corridors program in FY08 is $4.5 million.

Putting New River City funds to work spurring water-infrastructure and watershed-related
development. With a surety bond expected to be obtained in July 2007, the City is fashioning a
process for disseminating $125 million of water bond reserve funds in FY08, and has selected
PIDC to administer the program. Eligible expenditure categories include sewer infrastructure and
watershed-related spending throughout city neighborhoods. City funding will leverage
Commonwealth and federal resources, creating opportunities for private developers to commit
significantly greater levels of capital, in anticipation of market rate returns.

Investing in the expansion of the Convention Center as an economic engine. The City
embraces the expansion of the Convention Center as a strategic addition to the City’s suite of
destination attractions. Through the close of FY07 and into FY08, the City will work closely
with the Pennsylvania Convention Center Authority (PCCA) to relocate businesses in the build
path, initiate right-of-way closures, and facilitate communication and cooperation among all
interested parties. Construction is expected to generate over 3,700 construction and permanent
jobs. Departing from previous Plans, this Plan reflects $15 million in annual support for the
Convention Center, starting in FY10.

Stepping up programming for inmate reentry into the community. More than 32,000
inmates are released from the Philadelphia Prison System (PPS) each year. Many have histories
of substance abuse, health, and mental health problems, and nearly two-thirds of released
prisoners are expected to be rearrested for a felony or serious misdemeanor within three years of
release. Created in FY06, the Mayor’s Office of Reentry coordinates a range of programs that
focus on the needs of returning inmates. Services focus on parole and probation support;
education, employment, and training; physical and behavioral health; housing; and strengthening
individuals and families. The City is investing $1.3 million per year in services for ex-offenders,
$1 million from the City’s General Fund and $0.3 million from the Community Services Block
Grant. The funding is targeted to the opening of three “one-stop” centers to serve ex-offenders in

their communities across the city. The first center opened in southwest Philadelphia in February
2007.

Sustaining the NTT mission. With the waning of the era of bond funding for NTI, the City is
moving in FYO08 to sustain NTI mandates and expertise, through a number of avenues. In
addition to the new task of managing the commercial corridors program as an extension of
mission, NTI will continue to assist in neighborhood stabilization with $2 million in additional
funding for demolition, in the Licenses and Inspections (L&I) budget. An additional $400,000
will go to transitioning the NTI best practices to the L&I professional staff. The Greening
program will be consolidated at OHCD, with the augmentation of $2 million in General Fund

support, for a total of $4 million. Tree work will be sustained in the Managing Director’s Office
at the $1 million level, as in FY07.
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Proposing capital projects for PICA funding. In March 2007, the Administration will propose
$40.5 million in critical capital projects to the Philadelphia Intergovernmental Cooperation
Authority, to spend down unused PICA bond proceeds, and supplement the constrained capital
spending permitted by the $54.3 million capital budget, half the size of FY01. Proposed
investments include projects for the Fire and Police departments, Free Library, Department of

Public Property, and Philadelphia Prison System. PICA plans to consider proposals early in
FY08.

Investing in developing the next generation of government professionals. In response to the
Mayor’s expressed commitment to attracting and retaining talent to Philadelphia government, the
Administration created the Destination Fellowship program for recent college graduates in 2006.
The program will begin in July 2007 with an inaugural class of five Fellows who will serve for
one year in a single department, working on significant projects and reporting to a senior City
official. Information can be found on the website: www.phila.gov/destinationfellowship. The
City is investing $200,000 in FYO0S in this innovative program.

In addition to major strategies to improve Philadelphia quality of life, the City also will pursue
several management improvements to continue to improve the provision of government services,

and streamline their delivery. The City is strengthening its ability to work leaner and smarter into
FY08. Key projects include the following:

m  Completing implementation of a water billing system in early 2008. Before the
Administration leaves in January 2008, Project Ocean will be a fully functional water billing
system. After evolving over a five-year period from a work order system to an Oracle-
compatible billing system, Project Ocean will be completed within the year, due to the advent
of a governance accountability structure, bridging the involvement of MOIS, Water, and
Revenue, a dedicated internal project manager; and a proven off-the-shelf application tool
that accommodates 80 percent of business requirements “out of the box.” Proof of concept is
expected to be completed in May 2007, which includes producing billings with accurate
customer account information for 80 percent of the City’s half-million customers. User
training is planned for the fall. The project will be budget-neutral in FY07, and require
modest database and contingency funding in FY08, to be funded from the Water Fund.

m  Completing initial implementation of the Personnel Human Resources Information
System (HRIS) by the end of 2007. With Council approval of a $5.9 million Productivity
Bank loan in October 2006, the Personnel Department and MOIS have begun replacing the
City’s 30-year old personnel database and paper-based manual employee transaction system
with a new enterprise-wide HRIS system. The first phase of the project has been initiated in
FYO07 with a dedicated project manager and a governance structure ultimately accountable to
the ITGB, to ensure project completion on time and on budget. Completed modules will
include an employee database; a position management system featuring job descriptions and
improved budget controls; and advanced benefits management, which includes flex benefit
plan administration. A total of $1.2 million is estimated for FY07 spending, and $3.2 million
is projected for FY08. Efficiencies achieved by the new program will enable savings in the
future through position attrition. A future phase of the project will allow employees to view
their personal data and make on-line benefits elections.
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= Exploring the best path for implementing a new enterprise-wide communications
system. Today, the City’s telephone service is provided by a vendor at a significant annual
cost. Through the use of the “voice over internet protocol” (VOIP) technology—which can
route spoken conversations over the internet and City Net—the City will reduce its
dependency on conventional vendor-provided telephone service, and replace much of its “old
tech” internal and external voice communication infrastructure. The City has estimated that
$5.4 million could be saved annually through VOIP, starting in FY10. Savings are made
possible by the City’s migration to a single integrated data and communications network.

m  Establishing the Mayor’s Broadband Partnership. The City has begun development of
the next generation of networking to support technology needs. In February 2007, the Mayor
is establishing the Broadband Partnership, with the goal of exploring new networking
solutions to meet the growing demands of the City. Migration to a single, integrated data and
communications network, providing integrated interoperability that can be shared among City
users, and other public service organizations, is both operationally critical and fiscally
necessary. The City must greatly expand networking capabilities to meet the growing
demands of new enterprise functions, such as work order management systems, new web-
based applications that provide citizens and employees with access to more information and
powerful productivity tools, and the new Charter mandate to deploy surveillance cameras
across the city, to fight crime and violence.

m  Coordinating work order systems across departments. The City has begun efforts to
develop an enterprise solution to automate the work order process in the Streets Department,
DPP, Water Department, and Fairmount Park. Developing a robust enterprise work order
system to meet the needs of these large service departments will significantly reduce costs,
improve departmental efficiency and coordination among departments, and allow for faster,
more responsive service delivery.

s Incorporating a project management technology into project implementation. The City
will soon deploy a comprehensive project management system called Mercury, which is
designed to improve decision-making and project tracking, to ensure that new initiatives are
completed on time and deliver the intended benefits. By linking work effort (reported project
hours) to outputs and deadlines, the program enables better management of critical path steps
and staffing resources. Other project management tools, such as legal case management, are
also being explored for Productivity Bank loan funding. Deployment of an imaging and
document management solution is being coordinated with these business process solutions.

m  Providing a shared environment for deployment of departmental and enterprise
applications. MOIS is now making infrastructure repairs and needed improvements to the
City’s data center to accommodate the additional servers and networking equipment needed
to support new and expanding enterprise services. Through consolidation of servers and
other computer equipment at MOIS, the City can obtain greater economies of scale, provide
greater back-up redundancy and reliability, and provide the technical environment that new
multi departmental initiatives need to be successful. MOIS will seek Productivity Bank funds

for a feasibility study, in conjunction with the development of emergency preparedness and
disaster recovery strategies.

m  Preparing the technology infrastructure for business continuity in case of a disaster. As
the City increasingly relies on technology, to protect data and systems the City must prepare
for business continuity in the event of a disaster. Planning for disaster recovery capability is
an ongoing initiative. A comprehensive information security plan to protect the privacy of
the City’s data and to harden the City’s network infrastructure is being developed.

= Coordinating responsibilities of Recreation and Fairmount Park. Early in FY07, the
Recreation Department and Fairmount Park Commission worked to coordinate shared

Introduction FY08-FY12 Five-Year Financial Plan Page xiv



responsibilities across the city. Two significant consolidation services that will improve
efficiency and effectiveness are also underway. Each department will pick up trash at all
sites along established routes, whether Recreation or Fairmount Park administered. The two
departments are also implementing shared volunteer coordination.

m  Consolidation of telecommunications into information technology. To effectively
manage the integration of the City’s data and communication needs, the communications and
network responsibilities of the DPP are being transferred to MOIS, along with the personnel
and resources now devoted to these activities. This reorganization of responsibilities and
resources will eliminate the divided responsibility for planning, developing, and maintaining
the City’s communication and data networks. Consolidation of telecommunications into
MOIS will provide a much stronger technical organization, eliminate duplication of effort,
improve coordination and service delivery and allow for the successful migration toward to
an integrated voice and data network capable of meeting the growing demands of the City.
By combining the networking strengths of telecommunications and MOIS in a single
organization, the City will be in a far better position to leverage emerging technologies that
the City must embrace to meet future demands cost effectively. The proposal, which entails
the transfer of 26 positions to MOIS, is budget neutral.

m Integrating consolidation of facilities maintenance with a work order system. Over 300
City employees perform facility maintenance, with approximately one-third in DPP. In late
FY06, DPP initiated consolidation of facilities maintenance functions with absorption of six
positions from the Fire Department. In FY07, consolidation of Riverview staff is proceeding.
The consolidation will produce economies of scale in the purchase of materials and supplies,
as the Department makes larger purchases and the City needs fewer storage facilities.
Integration of a work order system will enable timely deployment of maintenance to
assignments across departments.

m  Migrating Capital Program Office Salaries to the Operating Budget. In FY96, when
City finances were severely challenged, Capital Program Office (CPO) salaries were
transferred to the General Obligation (GO)-funded portion capital budget, which stood at
$165 million at that time. In FY01, when the GO-funded portion of the capital budget was at
its highest during this Administration, capital salaries totaled $5.3 million, which accounted
for 3.3 percent of the $157.4 million GO-funded portion of the capital budget. Capital
salaries have grown to $6.4 million, and in FY08, would represent 12.6 percent of the total
GO-funded portion of the capital budget, a modest $54.3 million. Like other departments, the
CPO staff has been steadily reduced since FY01, and is about 20 percent smaller today. The
capital budget, however, is one-third its FY01 size. With the goal of keeping the CPO
staffing level aligned with project scope and also respecting the constraints on the operating
budget, the City is initiating a phased approach to shifting CPO’s capital-funded salaries to
the operating budget, starting with one team in FY08 at $988,000, which has a $4.9 million
impact on the Plan. We will also expand the mandate of the Capital Recreation Team to
cover other capital-eligible General Fund projects, at no additional expense to the operating
budget ($0.5 million), compared to FY07. Expanding the mandate of the Capital Team will
further reduce the scope of CPO, ensure that projects not requiring full architectural drawings
and four-part bidding are completed on an expedited basis, and permit further streamlining of
CPO in the future.

m  Implementing Insurance Reform: Like other area health plans, the City-administered Plan
(CAP) projects health insurance costs growing at 7 percent annually over the next three years,
then trending upward to 10 percent thereafter. The City plans to reduce out-year costs through
several initiatives. First, the City will continue to negotiate aggressively with its medical
insurance provider at each annual renewal, and bid out coverage, as appropriate. In 2006, the
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CAP realized over $4 million in savings through bid process negotiations, and in 2007, the
CAP achieved $800,000 in savings through renewal negotiations. In the bid process for 2006
coverage, self-insurance was explored and rejected, due to difficulty in accurately budgeting
costs and a cost-prohibitive pre-funded reserve requirement. The City will also bid out
prescription drug coverage for 2008. The current medical carrier has developed a
prescription drug plan that has the potential to achieve CAP savings. Additionally, so-called
"Consumer Driven Health Plans,” which consist of health savings accounts paired with high
deductible health plans, will be investigated for potential savings.

Enhanced employee health management will also be investigated for potential future savings
in FY09 and after. Approaches could include improved Disease Management programs for
employees with certain health issues, such as diabetes or asthma, and "Wellness" Programs,
such as smoking cessation and weight management programs. Financial incentives for
improved health behaviors may also be investigated.

Long-term savings (FY09 and after) will also be explored through assessment of an employee
consumerism education program. Such programs promote better personal health
management by educating employees about questions to ask their doctor, providing
information on generic drugs and mail-order pharmacy programs, and encouraging
completion of health risk assessments to guide positive behavioral changes.

The most significant savings can be achieved through cost shifting to employees through a
reduction in medical plan options for new hires, higher premium contributions, and/or
increases in co-payments for medical services. Under the terms of the City's contracts with
its four unions, the City pays each union a monthly contribution per member for health
insurance coverage. Each union administers its own health plan. The amount the City will
contribute to the health plans maintained by the police and fire unions is arbitrated. The
amounts currently arbitrated permit these “uniformed” unions to offer active employee health
plans that are more generous than the CAP. The health plans maintained by the two "non-
uniformed" unions (AFSCME District Councils 33 and 47) are richer than those provided to
police and fire plans in other large cities, and to most plans provided by other Philadelphia
employers. Substantial costs could be saved if the City can come to agreement with all its
unions, but particularly the police and fire unions, concerning revising the plan design to be
more consistent with typical market practice. Estimated cost savings from such efforts range
from $7.5 million up to $23.6 million. A total of $30 million in savings from insurance
reform is assumed in the FY08-FY12 Plan. The Commonwealth Court decision in the City’s
appeal in connection with the Fraternal Order of Police Health and Welfare benefits reopener,
discussed in the Fiscal Health chapter, may provide the City with an opportunity to better
manage these costs.

Pursuing cost avoidance strategies for burgeoning inmate healthcare costs. The cost of
providing health care at PPS has increased by just over 10 percent per year for the last four
years from $38 million in FY03 to a projected $50 million in FY07. The City is in the
process of awarding a contract to a Third Party Administrator for provision of inmate
healthcare, and significant savings are expected from new contracts. Managing inmate
healthcare costs will be a major step forward in cost containment.

Revenue enhancements include the continuation of initiatives begun in FY05 and FY06, and
include:

m  The Coordinated Street Furniture Program. The program is an outgrowth of

recommendations contained in the 2005 strategic marketing plan and a subsequent study of
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revenue generating programs in Boston, Chicago, and Washington, DC. In December 2006,
the City issued an RFP for proposals for the design, installation, and maintenance of street
furniture amenities including transit shelters, pay toilets, newsstands, honor box corrals, and
advertising panels. Proposals are due in April 2007. Street furniture amenities will be
provided and maintained at no cost to the City, in exchange for the exclusive right to
advertising. The program goals include improving the appearance of the City’s streetscapes,
creating a signature Philadelphia look and reducing clutter. The Plan assumes $1 million
from the program in FY08.

= Generating revenue from surplus City properties. The City will continue the surplus
property sales initiative in FY08. Properties considered for sale include those where the City
has received expressions of interest, buildings housing City operations that could be moved,
and buildings and parcels owned by the City which are not currently utilized. As part of this
initiative, three Requests for Proposals were recently issued for large parcels of land near the
airport, as well as a long term lease for the LOVE Park Garage. Sales of City surplus

properties are expected to generate $2 million in FY07 and an additional $12 million in
FYO08.

Changes to the Plan Since Submission to City Council

Since the FY08-FY 12 Plan was introduced to City Council, changes have been made, some in
response to PICA concerns, some as a result of changes made in the Council-approved FY08
budget, and still others as a result of FY07 experience and a City Solicitor Opinion.

Among the changes that respond to PICA concerns are the following:

= Sales of Surplus Property. Due to delays in FY07 sales, $4 million of anticipated sales has
been transferred to FY08. With more than $50 million in the active sales portfolio and
‘several proposals from firms wishing to enter a long-term lease of the Love Park Garage, the
City is committed to pursuing disposition of surplus property throughout the life of the Plan.

m Strategic Marketing. Strategic marketing continues to be an active resource development
priority of the Administration. Due to delays in implementation $1 million of expected
revenue was removed from FY08.

m A Legal Settlement. The receipt of settlement proceeds has been postponed from FY07 to
FYO08 ($8 million), based on delays in the process. The City Solicitor continues to assess the
City’s case to be strong, noting that the City’s claim is $9.65 million and the counterclaim is

.$4.2 million. The City made a final offer to the counter-claimant on June 4, 2007, to enter
into immediate settlement discussions. If settlement does not occur, the City Solicitor
estimates that the case could be ready for trial in about 120 days. The $8 million is a one-
time Plan element.

= DHS FY08 Funding Strategy. A total of $70 million in funding that exceeds the
Commonwealth’s initial spending approval for DHS has been transferred to the Grants
revenue Fund, and will be transferred back to the Operating Budget, as commitments warrant.
Budgeted activities will allow the City to continue to accelerate targeted prevention
programming, through realignment of contract focuses. DHS is optimistic about the FY07
‘state revenue appeal because of past success in obtaining reimbursement on the same basis,
that is, that the City expended funds at DPW-approved levels, and if the Commonwealth
under-reimbursed the City on approved spending, the City has successfully obtained the
required reimbursement. Should the City not be successful in the anticipated FY08 $15
million revenue appeal, DHS will ensure that the budget is balanced by eliminating programs
least likely to threaten families most at-risk for neglect and abuse.
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Costs of Youth Study Center (YSC) Move. The City is in the process of determining which
of two alternative temporary YSC options are most cost effective and suitable for residents.
Negotiations with lessors and promising conversations with the Commonwealth continue.

Health Benefits Costs. The City acknowledges that although officials will continue to
pursue health benefit cost containment, savings assumption has been adjusted upward from 7
percent to 9 percent, adding $10 million of increased costs from FY10 to FY12, to better
reflect potential growth in healthcare costs.

Allocation of “Contributions — Educational Support Fund” in the Plan. On the Summary
of Operations schedule, while Contributions, Indemnities, and Taxes continues to show

$119,722,000, $2 million of the $10 million appropriated to City Council in FY08 has been
transferred to each fiscal year from FY09 to FY12. Thus, the line item has been increased

from $109.6 million to $111.6 million in FY09; and from $108.4 million to $110.4 million in

FY10,FY11, and FY12. Total Obligations is increased by $2 million for each of these fiscal
years.

Designation of an “Obligations Spending Reserve.” On the Summary of Operations
schedule, a new Obligations Spending Reserve sets aside $15.3 million in appropriations that
the Mayor does not intend to exercise in FY08. The Administration will not make use of all
of the $16 million in appropriations City Council added to the FY08 budget, including
increased appropriations for Recreation, Health, Free Library, Fairmount Park, Mural Arts,
Licenses and Inspection, Clerk of Quarter Sessions, and facilities maintenance support in the
Department of Public Property. In the Reserve, $7.3 million offsets the appropriation
increases made by City Council. The Reserve also offsets $8 million of the $10 million
appropriation for “Contributions — Educational Support Fund” in FY08, which has been
reallocated to the out-years of the Plan. As a result, the FY08 Fund Balance is $8 million
higher than the fund balance submitted on June 27, 2007, while FY09 is $6 million higher,
FY10 is $4 million higher, FY11 is $2 million higher, and FY12 is the same ($53.1 million).
Council increases that have not been adjusted include Community College, the District
Attorney’s Office, Register of Wills, Prisons, Art Museum, Cultural Fund, and video
surveillance camera support in the Department of Public Property.

City Council adjusted the FY08 budget to reflect the City’s actuary’s estimates of payments
required for the Pension Fund, shifted millage to the School District, and made increases and
decreases in appropriations, as discussed below.

Millage Shift to the School District of Philadelphia (SDP). To increase the SDP’s share of
millage to 60 percent, 1.69 mils were eliminated from the City and transferred to the District,
generating $17.4 million in FY08, and creating a $94 million revenue decrease in the Plan.

.Unfortunately, while other changes in the budget passed by Council for FY08 were balanced

by offsetting cost reductions, the millage shift had the potential to unbalance the Plan. While
the Administration supports increased funding for the schools, a decrease in City resources
over a period in which $1.45 billion in cumulative tax cuts will be removed from revenues,
posed a challenge. The Administration’s revisions to address the apparent Plan imbalance are
discussed in the “Revisions to Plan Added by the Administration” section of the letter, below.

Pension Contribution Adjustment. A $20 million decrease in FY08 was redistributed in the
out-years as a $3.8 million increase in FY09, $11 million in FY10, $2.4 million in FY11, and
$3.2 million in FY12. Although the actuary’s estimated net increase in costs was $132,000,

"the Plan shows a $464,000 increase, due to rounding in the FY08 reduction.

Community College of Philadelphia. A one-year $2 million increase in the contribution to
Community College of Philadelphia.
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Recreation Department. An expenditure of $1.3 million was added to continue the activity
of the Recreation capital team, initiated in FY07, for one more year.

Department of Public Health. A total of $2.1 million was added to assist the Department in
improving service levels at district health centers in FY08.

District Attorney’s Office (DAO). The FY08 budget provides $1.2 million, in anticipation
of increased case loads in FY08. In determining an appropriate level of funding for the DAO,
there will be a need to reconcile the District Attorney’s request with the First Judicial
District’s intent to decrease the number of felony courtrooms, not increase them. In addition,
the DAO does not spend all of the forfeiture funds received each year, which should provide
opportunities for decreasing General Fund obligations in the future, especially in the case of
fringe benefits, which has been funded through forfeiture funds in the past.

Clerk of Quarter Sessions. The Clerk’s appropriation was increased by $347,000, to
provide one year of additional assistance to the First Judicial District.

.Philadelphia Museum of Art. Council provides the Philadelphia Museum of Art with an
additional $0.5 million in FY08 support.

Free Library of Philadelphia. A total of $0.9 million was provided to the Library to
continue service enhancements into FY08.

Fairmount Park. The Park received $228,000 for extension of parks improvements in
FY08.

Department of Public Property (DPP). DPP received $2.1 million in FYO08 to ensure the
success of facilities maintenance consolidation efforts in FY08.

‘Register of Wills. Planned service enhancements were funded with an additional $344,000
in FY08.

Mural Arts. Mural Arts also received an additional $344,000 in FY08, for additional
program services.

Philadelphia Prisons System. The FY08 budget passed by Council provided $0.3 million
for ex-offender services.

Cultural Fund. An additional $0.1 million was provided the Cultural Fund in FY08, to
enhance Commerce’s ability to respond to arts groups’ requests.

‘Department of Licenses and Inspections. The FY08 budget passed by Council provided
$433,000 for inspections enhancements.

City Council. The Council provided itself with an additi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>