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What is the Quarterly City Managers Report? QUARTERLY CITY MANAGERS REPORT
For the Period Ending March 31, 2008

What is the Quarterly City Managers Report?

The Quarterly City Managers Report is a summary report on the finances and management of the
City of Philadelphia. It is prepared under the direction of the Mayor’s Office by the Office of
Budget and Program Evaluation, in cooperation with the Office of the Director of Finance and
the Office of the Managing Director. The report is based primarily on information provided to
these agencies by City departments and agencies.

The purpose of the Quarterly City Managers Report is to provide the senior management of the
City of Philadelphia with a clear and timely summary of the City's progress in implementing the
financial and management goals of the current year of the City's Five-Year Financial Plan, both on
a "Year to Date Actual" basis and on a "Forecast for Full Year" basis.

The Quarterly City Managers Report contains the following reports and schedules:

General Fund: The General Fund is the principal operating fund of the City of Philadelphia. (For
an explanation of the City's overall financial fund structure, see "Methodology for Financial
Reporting" elsewhere in this Report). The Quarterly City Managers Report presents an
overview of General Fund revenues by major revenue source and obligations by department.
Additional detail is provided regarding General Fund direct wage and salary obligations by
department; General Fund purchase of service contract obligations; and General Fund overtime
utilization. All reports present budget targets, year-to-date actuals and year-end forecasts.

Departmental Full Time Positions: The Quarterly City Managers Report includes a
report on budgeted and filled full-time positions for all City departments on an All Funds
basis. This report presents budget targets, year-to-date actuals and year-end forecasts.

Departmental Leave Usage and IOD Analysis: This section provides tables that show employee
leave time as a percentage of the total number of days available to be worked in the quarter. Total
leave usage, sick leave usage, and days lost to worker injury are analyzed separately.

Departmental Service Delivery Report: This report includes both quantitative measurements
of departmental service levels and qualitative measurements of performance. This report
compares service levels year-to-date with original departmental projections and year-end
forecasts with original projections and the actual level of service in the prior year.

Water Fund and Aviation Fund: The Water Fund is the fund in which activities related to the
City's water supply and wastewater disposal are reported. The Aviation Fund is the fund in which
activities related to the operation of the Philadelphia International Airport and the Northeast
Philadelphia Airport are reported. The Quarterly City Managers Report presents a quarterly
overview of Water and Aviation Fund revenues by major revenue source and obligations by
department at the end of the quarters concluding in September, December, March and June. All
reports present budget targets, year-to-date actuals and year-end forecasts.



What is the Quarterly City Managers Report? QUARTERLY CITY MANAGERS REPORT
For the Period Ending March 31, 2008

Grants Revenue Fund - Unanticipated Grants: A listing is included, of all unanticipated
grants received and recorded in the City's Grants Revenue Fund during the preceding three
months.

Cash Flow Forecast: Most financial reporting in the Quarterly City Managers Report is
presented on a modified accrual basis, consistent with the City's accounting methodology. Under the
City's modified accrual accounting rules, some revenues are reported on an accrual rather than a
cash basis and obligations are recorded when encumbered or expended. To enable the reader to
assess the City's actual current and projected year-end cash position, the City Managers Report also
presents a cash flow forecast for the fiscal year. Actual cash results are presented for all months of
the fiscal year for which cash receipt and disbursement activity has been recorded, and a projection
is made for the balance of the fiscal year.

Management and Productivity Initiatives: In order to preserve and expand service levels, reduce
obligations, increase revenues, improve efficiency and maintain a balanced budget, the City of
Philadelphia has committed itself to the implementation of numerous management and productivity
initiatives in its various departments and agencies. The Quarterly City Managers Report contains
the following report, which presents the current and expected future results of various initiatives:

e Productivity Bank Status Report
This report provides information regarding the activities of the City’s Productivity Bank, a
program which permits City departments to apply for loans from a special City fund earmarked
for departmental productivity improvements and service enhancement projects which are not
eligible for Capital Budget funding and cannot be funded out of core departmental operating
budgets without adversely affecting current levels of service delivery.

ii



City of Philadelphia
QUARTERLY CITY MANAGERS REPORT
FOR THE PERIOD ENDING March 31, 2008

Introduction

This Quarterly City Manager’s Report (QCMR) is still a transition document. It does not reflect the
strategic direction, priorities and goals of the new Administration, which have been clearly articulated
in the Budget in Brief for Fiscal Year 2009 and the Five-Year Financial and Strategic Plan for Fiscal
Years 2009-2013. As described in those documents, the goals of Philadelphia government are to:

Become the safest large city in the country

Become the country’s premier education city

Grow as a green city

Create healthy and sustainable communities

Demonstrate the highest standards for ethics and accountability
Become a national leader in customer service

This QCMR does not benefit from nor reflect the significant changes in performance measurement
and management review that are scheduled to be implemented with PhillyStat. New benchmarks are
being created through a new process, described below.

Since late January 2008, the Nutter Administration has been holding discussions to identify key
performance measures, by result and department, that will be used to determine progress in achieving
the six goals highlighted above. In April 2008, the Administration began holding public meetings,
that are also televised, on PhillyStat. These early meetings have helped to refine performance
measures, data sources, benchmarks, and strategies designed to move the City closer to realizing these
six goals. We expect to incorporate these new PhillyStat performance measures in the 4™ Quarter
report in August 2008.



The Current Fiscal Year 2008 Year-End Projection for the General Fund
The current preliminary year-end projection for the General Fund is presented in Table FB-1.

Preliminary estimates show that the City will end FY08 with a $140.3 million operating deficit
compared to the $107.3 million operating deficit in the adopted budget. After prior year adjustments,
the projected year-end fund balance will be $182.0 million, down from the FY2007 year-end fund
balance of $297.9 million. The major factors contributing to the year-end operating deficit and fund-

balance surplus projections are:

REVENUES

Tax Revenues: Increased business privilege and wage tax revenue $26 million
Recreation: Eagles Luxury Box revenue not yet received $8 million
Finance: PGW partial loan repayment & Act 205 payment higher than budgeted partially offset by $6 million
lower than budgeted prior year reimbursements

PICA City Account: FYO07 base higher than budgeted $7 million
City Treasurer: Interest earnings higher than budgeted $6 million
Police: Police on patrol balance for FY07 $4 million
Sheriff : Sheriff Fees higher than budgeted $4 million
Fire: EMS fee payments higher than budgeted $2 million
Revenue: Phillies and Eagles PILOTs $2 million
Streets: Wireless Philadelphia pass-through payment $1 million

Public Property: Delayed income from sale/lease of City property

($3 million)

OBLIGATIONS

Finance - Employee Benefits: Health and medical costs exceeded adopted budget due to new ($62 milllion)
health benefit award for DC33 and 47 as well as ending appeals of FOP and IAFF awards.

Human Services: Increased funding for school district programs ($8 million)
Fleet Management: Increased overtime and fuel cost increases ($6 million)
MOIS: Departmental wireless applications, data center expansion and Broadband Partnership ($5 million)
Indemnities: Year to date claims higher than projected ($5 million)
Prisons: Increased overtime associated with population increase ($5 million)
Public Property: Increased inter-fund costs and maintenance costs ($4 million)
Office of Supportive Housing: Increase in the homeless population ($3 million)
Public Health: Increased demand for early childhood & women's health programs and ambulatory ($2 million)
services

Finance - Contribution to School District: Recurring payment to decrease SDP deficit ($2 million)
Managing Director's Office: Increased City support for YVRP ($2 million)

First Judicial District: Common Pleas Court Class 100 Costs

Fleet Management - Vehicle Purchases: Life-safety vehicles

Office of Housing & Community Development: Low-income energy assistance program
City Council: Appropriations no longer needed

Sinking Fund: Savings from refundings

PRIOR YEAR FUND BALANCE

Carry-over FY07 year-end Fund Balance higher than projected in adopted budget

iv

($1 million)
($1 million)
($1 million)
$12 million

$2 million

$126 million



The FY08 Budget through March 31, 2008

Each year's City budget ordinance establishes spending ceilings for departments in each of the various
budgetary funds, including the largest and most important fund, the General Fund. The Philadelphia
Home Rule Charter requires that the aggregate spending ceiling for the General Fund not exceed the
official revenue estimate for the fund. In other words, the Charter requires that the adopted General
Fund budget be balanced or show a positive fund balance. Under the Charter, the official revenue
estimate for each City fund is provided to City Council by the Mayor prior to the adoption of each
year’s Operating Budget. Bill No. 070116-AA, the Fiscal Year 2008 Operating Budget Ordinance for
the City of Philadelphia, was introduced on February 22, 2007, approved by City Council on June 14,
2007, and signed by the previous Mayor on June 22, 2007.

As in past years, the prior Administration engaged in a target budget process to create contingency
funding within the guidelines of adopted budget appropriation, placing a small percentage of most
departmental appropriations in reserve. For FY2008, departments were asked to prepare target
budgets with approximately a one percent decrease in spending. The Nutter Administration is not
continuing this practice of placing a portion of department appropriations in reserve for the balance of
the year.

The majority of General Fund FY2008 revenues have performed well, most notably the wage tax,
through the second quarter of FY2008. However, one critical revenue source, the real estate transfer
tax, has fallen behind FY2008 budget projections, prompting the Nutter Administration to revise the
estimate downward by $20 million from the FY2008 target, $205 million. The Finance Department
will review department requests for non life-safety positions and work with the Managing Director,
Deputy Mayors and Department directors to ensure to ensure that the City manages spending to
affordable levels while working to achieve the goals that have been set in the Five-Year Financial and
Strategic Plan.

FY07 Year End Fund Balance

The City ended FY2007 with a fund balance of $297.9 million, a small increase from the FY2006
fund balance of $254.5 million. There were two primary factors leading to the increase in fund
balance in FY07:

e Managing staffing levels. In FY2007, despite containing staffing increases to one percent
(23,050 positions) over FY06 levels, the cost of salaries and benefits grew $207.5 million (10.3
percent). Increases were due to the impact of a negotiated 3 percent across-the-board salary
increase ($37.5 million); overtime costs ($26 million), which grew 20.8 percent compared to the
FY06 amount; and another $12.6 million in settlement costs of union health and welfare
reopeners, and termination of appeals of arbitration panel awards. The City worked to decrease or
contain growing staff costs in FY2007 through delays in hiring; continued strategic use of the
Deferred Retirement Option Program (DROP), which allows departments to fill only one position
for every two DROP separations; and concerted scrutiny of requested increases in positions that
were exceptions to the City’s hiring freeze policy, in place since FY01.

e Strong tax revenue growth. Continued improvements in economic growth and corporate profits
helped business privilege tax revenue increased by $20.9 million above the FY2006 amount ($415
million), ending FY2007 at $436.4 million, and coming in $28 million above the budgeted



amount. Supported by an improving economy and successful job retention efforts that have
helped stabilize (FY2007 average monthly increase 0.2 percent) local employment, wage tax
revenue grew by 3.6 percent (net of rate reductions) in FY07, $56.3 million higher than the
FY2006 total and $26 million above the budgeted amount. A weak $1.7 million increase in real
estate tax proceeds ($397.5 million) reflected the continued lack of reassessment by the Board of
Revision of Taxes. Real estate transfer tax (RTT) revenue decreased by $19 million, but exceeded
the budget estimate, ($210 million). RTT results, compared to budget and the prior year, indicate
that the real estate market was beginning to cool, but was not in distress, compared to several other
parts of the country confronting the foreclosure crisis. FY2007 Sales, amusement, parking and
other taxes brought in an additional $6.2 million above the FY06 amount.

The Outlook for the Balance of FY08

There are increasing economic signals and data, from reductions in the Federal Funds Rate, drops in
the Institute for Supply Management’s monthly indicator of manufacturing activity, or weak national
job growth, that the U.S. economy is poised to enter a period of economic contraction. A national
recession will have significant implications for the City of Philadelphia, because of the resulting
reductions in revenue growth As mentioned earlier, the contraction in real estate transfer taxes has
marked a significant cooling in the local housing market, a development that has mirrored national
trends. The national recession represents the greatest risk to FY2008 General Fund revenues.

On the expenditure side, several other cost drivers, which are highlighted in Pennsylvania
Intergovernmental Cooperation Authority’s recent report, Balancing a Budget on about 10 Million
Dollars a Day: the Fiscal Situation Facing the New Mayor, will present risks to the continued health
of the FY2008 budget. Among these challenges are:

e An increasing prison census;

e Outstanding debt owed by Philadelphia Gas Works, contingent upon the utility making
management reforms

e The potential for additional requests from the School District for financial assistance to avoid
budget shortfalls

e Allocating the capital funding required to strengthen a crumbling infrastructure without
causing significant increases in long-term obligations

Stephen J. Agostini

Budget Director

Office of Budget and Program Evaluation
Office of the Director of Finance

City of Philadelphia

May 15, 2008
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Summary Table R-1
Analysis of Tax Revenue
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING MARCH 31, 2008
Amounts in Millions

Forecast Forecast

Tax Better Than Worse Than Net Reasons/ Comments
TB Plan TB Plan Variance
City Wage Tax $16.6 FY 2007 Base

FY 2007 Estimated Actual (5/07): $1,151.3
FY 2007 Actual: $1,167.5
Increase: $16.2

FY 2007 to FY 2008 Base Growth Rate:
5/07 Estimated Growth Rate: 4.0%
Current Estimated Growth Rate: 4.0%

FY 2007 Tax Rate: Res.: 2.76% City , 1.5% PICA : Non-Res.: 3.7557% City
FY 2008 Tax Rate: Res.: 2.719% City, 1.5% PICA : Non-Res.: 3.7242% City
The rate reductions are effective January 1

Real Estate Tax ($0.2) FY 2007 Base
FY 2007 Estimated Actual (5/07): $402.6
FY 2007 Actual: $397.5
Decrease: ($5.1)

FY 2007 to FY 2008 Base Growth Rate:
5/07 Estimated Growth Rate: 2.5%
Current Estimated Growth Rate: 3.6%

FY 2007 Tax Rate: 34.74 mills City plus 47.90 mills School District Total 82.64 mills
FY 2008 Tax Rate: 33.05 mills City plus 49.59 mills School District Total 82.64 milis

Business Privilege Tax $12.8 FY 2007 Base
FY 2007 Estimated Actual (5/07): $423.0
FY 2007 Actual: $436.4
Increase: $13.4

FY 2007 to FY 2008 Base Growth Rate:
5/07 Estimated Growth Rate: 2.6%
Current Estimated Growth Rate: 2.6%

FY 2007 Tax Rate: 1.665 mills on gross receipts and 6.5% of net income
FY 2008 Tax Rate: 1.554 mills on gross receipts and 6.5% of net income

Sales Tax ($2.5) FY 2007 Base
FY 2007 Estimated Actual (5/07): $135.0
FY 2007 Actual: $132.6
Decrease: ($2.4)

FY 2007 to FY 2008 Base Growth Rate:
5/07 Estimated Growth Rate: 2.5%
Current Estimated Growth Rate: 2.5%

FY 2007 Tax Rate: 1%
FY 2008 Tax Rate: 1%

Real Estate Transfer Tax ($20.0) FY 2007 Base
FY 2007 Estimated Actual (5/07): $210.0

FY 2007 Actual: $217.3
Increase: $7.3

FY 2007 to FY 2008 Base Growth Rate:
5/07 Estimated Growth Rate: -2.4%
Current Estimated Growth Rate: -14.9%

FY 2007 Tax Rate: 3%
FY 2008 Tax Rate: 3%

Other Taxes ($1.2)

Total Variance From TB Plan 1 [ $29.4] ($239)] [ $55]
Difference between FY 2008 Adopted Budget

and Target Budget Plan. $20.4 $0.0

Total Variance From Budget 1L §49.8 [ ($23.9) [ $25.9]

-1~
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Summary Table R-3
Analysis of Locally Generated Non-Tax Revenue and Revenue From Other Governments
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING MARCH 31, 2008

Amounts in Millions

Forecast Forecast

Non-Tax Revenue Better Than Worse Than Net Reasons/ Comments
TB Plan TB Plan Variance
Finance $24.1 PGW partial loan repayment & Act 205 payment higher
than budgeted

Streets $1.3 Wireless Phila. pass through paymént
Public Property ($7.0) Delayed income from sale/lease of City Property
PICA City Account $6.7 FYO7 base higher than budgeted
Fire $1.0 EMS Fees higher than budgeted
Police $3.7 Police on Patrol payment balance for FY07
Revenue $1.3 Phillies & Eagles PILOTs
City Treasurer $6.0 Interest earnings higher than budgeted
All Other $2.0 Sheriff fees higher than budgeted
Total Variance From TB Plan ] [ s39.1] $0.0]| [ $39.1]
Difference between FY 2008 Adopted Budget
and Target Budget Plan, ($4.9)
Total Variance From Budget 1 $39.1 | ($4.9) | $34.2]

Forecast Forecast

Other Revenue Sources Better Than Worse Than Net
and Adjustments T8 Plan TB Plan Variance Reasons/ Comments
Net Revenue from Other Funds $3.8 Water Fund payments higher than budgeted
Net Adjustments - Prior Years $4.5 Prior year encumbrance cancellations greater
than anticipated
TOTAL OTHER SOURCES ] [ $8.3 | $0.0 | $8.3 |
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Summary Table R-5
QUARTERLY CITY MANAGERS REPORT
Summary of Revenue
Dept. of Human Services/Dept. of Public Health

GENERAL FUND
FOR THE PERIOD ENDING MARCH 31, 2008
(000 omitted)
FY 08 FY 08 FY 08 Increase/
FYO7 Adopted Target Current (Decrease)
AGENCY AND REVENUE SOURCE Actual Budget Budget Estimate vs Target
PUBLIC HEALTH
Local Non-Tax Revenue:
Payments for Patient Care 8,223 7,858 7,858 8,258 400
Pharmacy Fees 1,769 915 915 1,750 835
Other 743 600 600 600 0
Sub-Total Local Non-Tax 10,735 9,373 9,373 10,608 1,235
Revenue from Other Governments:
State:
County Health (1) 11,026 11,500 11,500 11,500 0
Medical Assistance-Outpatient (Health Centers) 2,150 7,058 7,058 7,058 0
Medical Assistance-Nursing Home 13,900 16,384 16,384 16,384 0
Medical Assistance-Other 171 51 51 51 0
Federal:
Medicare-Outpatient (Health Centers) 1,461 1,597 1,597 1,597 0
Medicare-Home Care (Nursing Home) 1,604 1,300 1,300 1,300 0
Medical Assistance-Outpatient (Health Centers) 2,630 2,078 2,078 2,078 0
Medical Assistance-Nursing Home 17,019 17,523 17,523 17,523 0
Medical Assistance-Other 208 30 30 30 0
Summer Food Inspection 122 49 49 49 0
Sub-Total Other Governments 50,291 57,570 57,570 57,570 0
TOTAL, PUBLIC HEALTH 61,026 66,943 66,943 68,178 1,235
HUMAN SERVICES
Local Non-Tax Revenue:
Payments for Child Care - S.S.1. 3,856 4,000 4,000 4,000 0
Other 1,111 500 500 500 0
Sub-Total Local Non-Tax 4,967 4,500 4,500 4,500 0
Revenue from Other Governments:
State:
Act 148 Reimbursement (Children & Youth/Juv. Just.) (1) 360,460 368,482 360,867 360,867 0
TANF Transition 24,306 6,928 13,856 13,856 0
Other 782 0 0 0 0
Federal:
Title IV-B Reimbursement (C.& Y./Juv. Just.) (1) 3,419 0 0 0 0
T.AN.F. 59,152 30,205 30,205 30,205 0
Title IV-E Reimbursement 116,327 143,273 143,273 143,273 0
Other 728 0 0 0 0
Sub-Total Other Governments 565,174 548,888 548,201 548,201 0
TOTAL, HUMAN SERVICES 570,141 553,388 552,701 552,701 0

(1) Title IV-B funds are provided to the State by the Federal Government and are included in the State's Act 148 grant to the City.
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Quarterly City Managers Report

FOR THE PERIOD ENDING MARCH 31, 2008
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Table O-1

Analysis of Forecast Year-End Departmental Obligations

QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING MARCH 31, 2008

Note: “Obligations include "Encumbrances," which may be
recorded for the entire fiscal year, as well as "Expenditures.”

(Amounts in Millions)

Forecast Forecast Net "TB Plan": Target Budget Plan
Better Worse Variance Adopted During FY 2008 for FY 2008
Than TB Than TB From TB
Department/Cost Center Plan Plan Plan Reasons/Comments
Finance - Employee Benefits - ($15.0) Increased health/medical and FICA costs.
City Commissioners ($0.3) Increased overtime for Presidential Election.
Recreation ($0.25) Start up funding for Dell 2008 Summer series.
TOTAL VARIANCE FROM TARGET
BUDGET PLAN $0.00 ($15.55) ($15.55)
Difference between FY2008 Adopted
Budget and FY2008 Current Target ($81.3)
Budget Plan Obligations
Forecast Forecast Net
Better Worse Variance
Than Than From
Budget Budget Budget
TOTAL VARIANCE FROM BUDGET $0.00 ($96.85), ($96.9)

The material in this report is preliminary and subject to the revision and does not represent an official statement of the City of Philadelphia
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Table 04
QUARTERLY CITY MANAGERS REPORT
FY 06 to FY 08 REGULAR OVERTIME COMPARISON BY PAY PERIOD

GENERAL FUND
FOR THE PERIOD ENDING MARCH 31, 2008

PAY #13
4,517,036

PAY # 12
5,287,291
6,167,441

PAY #10 PAY # 11

PAY #9
5,033,788

PAY #8
4,844,201

PAY#7
5,168,673
5,177,736

PAY #6
5,923,839
6,451,978

PAY #5
4,325,750
6,632,810
5,772,821

PAY #4
4,950,821

PAY #3
5,309,655
7,377,720

PAY # 2
6,707,154

PAY # 1

3,893,553

4,677,648

985,293
683,491

FY 06

6,297,108 5,997,996 5,545,297 6,224,330
5,671,770 5,613,236

6,421,309
5,668,051

5,853,960 6,144,774
5,870,726

5,874,443

FY 07
08 TARGET

5,522,259
4,479,688

5,564,114 5,545,737

5,802,642
6,545,424

5,859,474
6,660,948

7,087,044

654,407

5,862,678 6,816,583 6,359,369 6,407,612

7,418,719

598,585 6,423,376 6,838,890 6,547,852 6,698,586

FY 08

PAY #17 PAY # 18 PAY # 19 PAY # 20 PAY # 21 PAY # 22 PAY # 23 PAY # 24 PAY # 25 PAY # 26
4,925,968 5,431,094

4,778,377

PAY #16

PAY # 15

PAY # 14
4,397,467

4,330,968 4,951,131 3,022,608 4,857,461 4,936,785 6,954,353
1,847,022 5,943,090 6,312,863

5,510,726
6,438,991

5,103,126
6.795,171
5,523,296

4,453,509
5,634,743

4,528,833
5,941,311

FY 06

8,202,734
10,848,681

5,363,150 6,438,817
5,514,604

5,245,594
5,600,332

5,185,339
5,618,680
6,380,403

6,344,869

5,978,197

FY 07
08 TARGET

5,663,460

5,511,576

5,549,379

5,654,107 5,565,414 5,565,993

5,661,228

6,249,369

6,253,714 6,072,914 6,210,919 3,870,573

FY 08
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| @FY 07 ACTUAL
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Pay # 1 is excluded from graph because it is not a full pay

Notes

Pay # 26 is excluded because it includes more than a full pay
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