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What is the Quarterly City Managers Report? QUARTERLY CITY MANAGERS REPORT
For the Period Ending December 31, 2005

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 which 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.
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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.

11



Outlook at the End of December 2005
City of Philadelphia General Fund

QUARTERLY CITY MANAGERS REPORT
For the Period Ending December 31, 2005
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Introduction: The Outlook at the End of December 2005

The Current Fiscal Year 2006 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 FY06 with a $72.4 million operating surplus, after
prior year adjustments, bringing the projected year-end fund balance to $168.6 million, up from the FY05
year-end fund balance of $96.2 million. The major factors contributing to these fund-balance and year-

end surplus projections are:
REVENUES

Tax Revenues: Increased business privilege, real estate, sales, and parking
tax collections, led by the business privilege and real estate transfer tax
Other Governments Revenue: Delay in reimbursements and advancements
from state and federal Governments, state funding shortfall of DHS needs-
based budget.

$123 million

($91 million)

Locally Generated Non-Tax Revenues: Delay in implementation of revenue- ($4 million)
generating initiatives

OBLIGATIONS

Finance Employee Benefits: Increased workers compensation and healthcare (814 million)
costs.

Fleet Management — Vehicle Purchase: Replacement of Fire and Streets (87 Million)
equipment

Fleet Management: Increased fuel costs ($5 million)
Public Property Utilities: Increase in electric, gas and steam costs (%5 million)
Prisons: Increase in inmate population ($3 million)
Sinking Fund Commission: Increase in short-term interest rate. ($3 million)
Fire: Delays in departmental restructuring and increased overtime costs ($3 million)

Public Property: Interfund charges for higher than expected water and sewer
costs.

($3 million)

Streets Department: Increased costs for Operation Smooth Streets and ($2 million)
realignment of funds due to changes in Special Gas Tax revenue

First Judicial District: increase costs for Bench Warrant and Juvenile ($2 million)
Probation Title IV-E programs.

OESS: Increased homeless population ($2 million)
Finance Department: Increased cost of contracts legislation ($1million)
Human Services: Programs not expanded as planned, due to shortfall in state $87 million
funding of the needs-based budget.

Police: Savings from overtime reduction initiative $5 million
All Other Departments: $1 million
Prior Year Fund Balance: Carry-over FYO05 year-end Fund Balance higher $70 million

than projected in adopted budget
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The FY06 Budget Process

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. 050003, the Fiscal Year 2006 Operating Budget Ordinance for the City of Philadelphia,
was introduced on January 25, 2005 and approved by City Council on June 2, 2005. The budget
ordinance, therefore, was prepared more than six months before the beginning of Fiscal Year
2006 on July 1, 2005. This meant that the Administration had to make FY06 revenue and
expense projections midway through FYO05.

As in past years, the 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 FY06, departments were asked to prepare
target budgets with approximately a 1% decrease in spending. Since November 15, 2001, to
weather the slow economic recovery and further prepare for continuing budget challenges, the
Administration has also imposed a hiring freeze on all City positions other than police officers,
police communications dispatchers, firefighters, emergency medical technicians, correctional
officers and social workers who carry caseloads.

Interpreting the FY0S Year End Fund Balance

Unaudited figures show the City’s FY05 fund balance at positive $96.2 million, increasing from
FY04 as aresult of a $125.8 million operating surplus, before prior year adjustments. At first
glance, the FY05 fund balance shows a significant increase from FY04’s negative $46.8 million
fund balance. However, due to the delay in the receipt of state reimbursements for child welfare
and health costs, both the FY04 operating deficit and the FY05 operating surplus were overstated
by $90 million. Restated to include this adjustment, FY04’s fund balance grows to positive
$43.2 million while the fund balance for FYO05 remains the same. The FY05 operating surplus
and positive fund balance are the result of budgetary initiatives and other factors. Key among
them are:

e Budgetary Initiatives. In FYO05 the City reduced payroll costs through an on-going
workforce reduction, a targeted position reduction, and overtime control initiatives. The
City’s strategic use of the Deferred Retirement Option Program (DROP), allowing
departments to fill only one position for every two DROP separations, has led to reorganized
management structures and the elimination of duplicative functions and underutilization of
staff. In addition, by examining and addressing the drivers of overtime, the City has been
better able to manage and control overtime costs. The targeted position reduction brought the
July 1, 2005, workforce number to 23,020. In accomplishing this goal, departments
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streamlined management structures, and maintained service levels to the public. One such
initiative has been more efficient deployment of officers called to testify at court. Overtime
costs were $12 million less than in FY04 and payroll costs were $34.8 million lower than in
FY04, and $14 million below the FY05 budgeted amount.

e Higher than anticipated business and real estate tax revenues. Continued improvements
in economic growth and corporate profits helped Business Privilege Tax revenue grow by
$70 million above the FY04 amount, and $64 million above the estimated amount for FY05.
Due to the continued strength in the local real estate market, Real Estate Transfer Tax
revenue reached another record high level, surpassing the FY04 amount by $51 million, and
rising residential property values produced nearly $8 million more in real estate tax revenue
than budgeted in FYO05.

¢ Rising Wage Tax Revenue. Supported by an improving economy and stabilizing local
employment, wage tax revenue grew by 2.3 percent in FY05, slightly higher than budgeted
and more consistent with long-term average levels than low post-recession FY02 and FY03
results, which were under budget by $12 million and $14 million, respectively.

e Increased revenue from other governments. The City received a state reimbursement of
$25 million for child welfare earlier than expected.

The Outlook for FY06 and Beyond

There are a variety of new and increasing costs that must be acconmn the City’s budget in
FYO06 and future years. They include the following:

e Future revenue growth and plannéd tax reduction. Fiscal Year 2006 is the eleventh
consecutive year of wage and Business Privilege Tax reductions. The City of Philadelphia
stands alone among major cities in continuing to reduce tax rates over a decade-long period
that included a serious recession in the early 2000s that disrupted state and local government
finances across the country. Although tax reductions are important to the health and
competitiveness of Philadelphia, they have made the task of managing the City’s finances
even more difficult, when combined with perennially increasing pension, healthcare, and
energy costs. In the first seven years of the tax reduction program, tax cuts were made on a
year-by-year basis, which provided budgetary flexibility to respond to economic downturns
and emergencies. In conjunction with the passage of the FYO05 budget, however, legislation
was enacted that prescribes specific wage tax reductions for each year through 2015. In
addition, statewide tax reform legislation enacted in 2004 requires the City to make specific
wage tax reductions each year through FY09. While state-specified reductions are consistent
with reductions in legislation passed by City Council and signed by the Mayor, state
imposition of changes in City tax rates restricts the City’s budgetary flexibility. The City can
support, however, manageable and responsible tax cuts that promote fiscal stability. The
recently proposed FY07-11 Five Year Plan includes a $5 million acceleration in the rate of
reduction of the BPT for FY07, which has a $28 million impact on the Plan. This reduction
brings the FY07 rate to 1.665 mils (previously 1.75 mils) and the FY12 rate to 1.040 mils
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(previously 1.250 mils), a 68 percent cut from the FY95 level. This pace of cuts puts the
gross receipts tax on a schedule for elimination by FY20. The acceleration in cuts capitalizes
on business development momentum, witnessed by significant growth in the BPT base over
the last two years. The City believes the budget can simultaneously absorb the scale of this
reduction without curtailing services.

e Pension fund performance and spiraling benefit costs. The downturn in the stock market
prevented the City’s pension fund from attaining earnings assumptions from 2001 to 2003,
with earnings lower than the anticipated 9 percent. Although the pension fund returned to
adequate earnings in FY04 and FY0S5, sub-par performance in FY06 or future years could
create additional pressure on City finances by increasing the required pension contribution,
crowding out direct service expenditures. A pension contribution based on the “minimum
municipal obligation” (MMO)), rather than the City’s prior funding method, was necessary to
avoid significant service reductions, but it continues to constrain progress in reducing the
pension fund’s unfunded liability. To mitigate these issues, the City, on the advice of its
actuary, is reducing the assumed investment return from 9 percent to 8.75 percent beginning
in FY07. Assumption of a lower rate of return will result in a larger City contribution to the
Plan, which has the benefit of ultimately reducing the rate of increase in the unfunded
liability in later years.

In the most recent arbitration panel award to the FOP, health benefit costs were determined
for only the first year of the four-year contract award. Under the award, FOP health care
costs were fixed at $898 per employee per month until the issues would be reconsidered at
the FYO06 re-opener. At the re-opener in August of FY06, the arbitrators ordered the City to
increase FOP health care contributions by 15.7 percent and 10 percent in FY06 and FYO07,
respectively. After a City appeal, the Court of Common Pleas remanded the ruling back to
arbitration, but the panel re-issued its original ruling with no change. The City appealed the
ruling on February 13, 2006. Without further intervention, the new health care contributions
will cost $46 million more than budgeted in the FY06-FY11 Plan. There is also uncertainty
regarding health benefit costs for unionized firefighters, as the current IAFF contract expired
at the conclusion of FY05, and the interest arbitration panel is still conducting hearings.
Similarly, in contracts recently negotiated with AFSCME District Councils 33 and 47, the
cost of employee health care is determined for only the first two years of the four-year
contracts, ending in FY06. In addition, the City has been impacted by several years of
double-digit increases in health and medical insurance costs, mirroring national average rates.
In an effort to contain healthcare cost growth, the City, through a competitive process, was
able to negotiate a two-year deal with Independence Blue Cross that essentially guaranteed
single digit increases in the next two years, by limiting the increase in the first year to
between 4 and 5 percent and by placing a cap on the increase in the second year at 12%.

e The need to find additional efficiencies. The FY06-FY10 Five-Year Financial Plan was
balanced in part by achieving $30 million in savings through position reductions in FY05,
and by assuming that the City would be able to achieve $60 million in cost efficiencies during
the FY07-FY10 period. As a result of a hiring freeze for non-essential positions that has been
in place since FY02, and position eliminations in FYO0S5, the General Fund workforce
declined from 24,530 at the end of FY03 to 22,889 at the end of FY05 — a decline of 1,641
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positions in just two years. In addition, overtime costs were reduced by over $25 million
from FY03 to FY05, as a result of a variety of management initiatives. Achieving additional
cost efficiencies, on top of the substantial workforce cost savings already achieved, will be
challenging, but necessary in the context of constrained revenues. The second quarter of
FY06 is showing the strains of increased energy costs, as well as higher censuses in prisons
and shelters. Additional, unplanned tax reductions, increases in pension costs, or other
negative structural changes in revenues or expenditures (such as shortfalls in state funding of
human services programs) are likely to require additional personnel reductions or new
efficiency initiatives.

e Risk of federal and state budget cuts. Over the past decade, the City has been successful
in increasing federal and state funding for many health and social service programs, including
increased entitlement, formula-based, and competitive grant funding. This increased funding
has allowed the City to maintain critical social services without substantial increases in local
financial support. The FY07-FY11 Plan assumes further increases in state and federal
funding, through initiatives such as increasing Medicaid reimbursement for behavioral health
services previously funded through the Department of Human Services. Future health and
social services funding cuts, such as those being discussed for the FY07 federal budget,
would require the City to pursue efficiencies that could imperil service levels, in order to
maintain a balanced five-year plan.

e Increased Volatility of City’s Tax Structure. The increase in Business Privilege Tax
revenue in FY05 and FY06 is being driven by large increases in the net income (NI) portion
of the tax. NI growth is especially sensitive to business profitability, which can fluctuate
more dramatically than gross receipts in response to economic trends, making tax projections
difficult. As a result of the rapid growth in Philadelphia property values, the Real Estate
Transfer Tax has come to make up an increasingly large proportion of the City's tax revenue
stream. The Transfer Tax is inherently less stable than other taxes, since it depends not only
on fluctuations in the value of property, but also on the number of property transactions,
which vary considerably from year to year. The result of the increasing dependence on these
revenue sources suggests the need for caution in interpreting the City's FY06 financial
performance, and for making long-term financial policy.

In this environment of continued challenges to the City’s fragile financial progress, fiscal
stability can be maintained only if we redouble our efforts to become increasingly efficient, keep
spending under control, collect all revenues due the City, and preserve critical reimbursements
from state and federal sources to the maximum extent possible. City managers, municipal union
leaders, local elected officials, members of the media and the public should be skeptical of
proposals to make recurring multi-year spending commitments or tax reductions that are not
coupled with funding strategies or rely on speculative future revenues or savings.

In order to address the significant fiscal challenges it faces, the City must make dramatic choices
about spending and service delivery. Achieving the tenuous surpluses projected in the proposed
FY07-FY11 Five-Year Plan and averting another fiscal crisis will require difficult choices and
noticeable change, particularly as the larger wage tax cuts and low-income wage tax credits begin
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to take an accelerating effect in FY10 and beyond. The City requires discipline and vigilance to
ensure on-going service delivery and successtully re-build the fund balance, which is a measure
of fiscal health to the eyes of the nation.

The objectives of Philadelphia government are as follows:

e Maintaining fiscal health with a steady rate of planned tax reduction

e Implementing blight elimination and neighborhood transformation

e Providing high quality public education for all children, and comprehensive, coordinated
services for all children and families

e Enhancing public safety and quality of life standards for all communities

e Promoting economic development, including a new emphasis on information technology,
telecommunications, and biotechnology

In today’s climate, staying on course to achieve these goals will require creativity, determination,
perseverance, and dedication on the part of every City manager, every employee, and every
citizen. It is essential that we all continue to work together to preserve the progress that has been
made to improve the prospects for this City and its people.

Dianne E. Reed

Budget Director

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

City of Philadelphia

February 15, 2006
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Summary Table R-1
Analysis of Tax Revenue
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING DECEMBER 31, 2005
Amounts in Millions

Forecast Forecast

Tax Better Than Worse Than Net Reasons/ Comments

TB Plan TB Plan Variance

City Wage Tax

FY 2005 Base

FY 2005 Estimated Actual (3/05): $1,073.1
FY 2005 Actual: $1,073.6

Increase: $.5

FY 2005 to FY 2006 Base Growth Rate:
3/05 Estimated Growth Rate: 3.5%
Current Estimated Growth Rate: 3.5%

FY 2005 Tax Rate: Res.: 2.831% City , 1.5% PICA : Non-Res.: 3.8197% City
FY 2006 Tax Rate: Res.: 2.801% City , 1.5% PICA : Non-Res.: 3.7716% City
The rate reductions are effective January 1

Real Estate Tax

FY 2005 Base

FY 2005 Estimated Actual (3/05): $391.1
FY 2005 Actual: $392.7

Increase: $1.6

FY 2005 to FY 2006 Base Growth Rate:
3/05 Estimated Growth Rate: 2.7%
Current Estimated Growth Rate: 1.0%

FY 2005 Tax Rate: 34.74 mills City plus 47.90 mills School District Total 82.64 miils
FY 2006 Tax Rate: 34.74 mills City plus 47.90 mills School District Total 82.64 mills

Business Privilege Tax

FY 2005 Base

FY 2005 Estimated Actual (3/05): $315.1
FY 2005 Actual: $379.5

Increase: $64.4

FY 2005 to FY 2006 Base Growth Rate:
3/05 Estimated Growth Rate: 4.0%
Current Estimated Growth Rate: 4.0%

FY 2005 Tax Rate: 2.1 mills on gross receipts and 6.5% of net income
FY 2006 Tax Rate: 1.9 mills on gross receipts and 6.5% of net income

Sales Tax

FY 2005 Base

FY 2005 Estimated Actual (3/05): $112.0
FY 2005 Actual: $119.9

Increase: $7.9

FY 2005 to FY 2006 Base Growth Rate:
3/05 Estimated Growth Rate: 2.5%
Current Estimated Growth Rate: 2.5%

FY 2005 Tax Rate: 1%
FY 2006 Tax Rate: 1%

Real Estate Transfer Tax

FY 2005 Base

FY 2005 Estimated Actual (3/05): $180.0
FY 2005 Actual: $192.3

Increase: $12.3

FY 2005 to FY 2006 Base Growth Rate:
3/05 Estimated Growth Rate: -12.5%
Current Estimated Growth Rate: 9.2%

FY 2005 Tax Rate: 3%
FY 2006 Tax Rate: 3%

Other Taxes

Total Variance From TB Plan ] |

Difference between FY 2006 Adopted Budget
and Target Budget Plan.

Total Variance From Budget ] [

$0.0 | s00] [ soo]
$123.0 $0.0
$123.0 | $0.0] [ $1230]
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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 DECEMBER 31, 2005

Amounts in Millions

Forecast Forecast

Non-Tax Revenue Better Than Worse Than Net Reasons/ Comments
TB Plan TB Plan Variance
Total Variance From TB Plan ] | $0.0 | $00] [ so00]
Difference between FY 2005 Adopted Budget
and Target Budget Plan. ($95.6)
Total Variance From Budget ] | $0.0 | ($95.6)] [ ($95.6)]

Forecast Forecast
Other Revenue Sources Better Than Worse Than Net
and Adjustments TB Plan TB Plan Variance Reasons/ Comments

Net Revenue from Other Funds

Net Adjustments - Prior Years

TOTAL OTHER SOURCES 1 $0.0 | s00] [ soo]
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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 DECEMBER 31, 2005
(000 omitted)
FY 06 FY 06 FY 06 Increase/
FYO05 Adopted Target Current (Decrease)
AGENCY AND REVENUE SOURCE Actual Budget Budget Estimate vs Target
PUBLIC HEALTH
Local Non-Tax Revenue:
Payments for Patient Care 7,495 9,258 7,858 7,858 0
Pharmacy Fees 947 915 915 915 0
Other 569 2,888 600 600 0
Sub-Total Local Non-Tax 9,011 13,061 9,373 9,373 0
Revenue from Other Governments:
State:
County Health (1) 22,881 11,500 11,500 11,500 0
Medical Assistance-Outpatient (Health Centers) 4,306 4,500 5,078 5,078 0
Medical Assistance-Nursing Home 13,524 18,050 16,384 16,384 0
Medical Assistance-Other 0 51 51 51 0
Federal: 0
Medicare-Outpatient (Health Centers) 1,109 1,212 1,597 1,597 0
Medicare-Home Care (Nursing Home) 1,366 1,617 1,300 1,300 0
Medical Assistance-Outpatient (Health Centers) 4,515 4,500 5,078 5,078 0
Medical Assistance-Nursing Home 16,530 18,050 17,523 17,523 0
Medical Assistance-Other 7 30 30 30 0
Summer Food Inspection 49 66 49 49 0
Sub-Total Other Governments ﬁ64,287 59,576 52,590 58,590 0
“TOTAL, PUBLIC HEALTH 73,298 72,637 67,963 67,963 0
HUMAN SERVICES
Local Non-Tax Revenue:
Payments for Child Care - S.S.I. 3,232 3,250 3,250 3,250 0
Payments for Patient Care - S.S.1. (Riverview) 0 0 0 0 0
Other 1,240 1,400 3,100 3,100 0
Sub-Total Local Non-Tax 4,472 4,650 6,350 6,350 0
Revenue from Other Governments:
State:
Act 148 Reimbursement (Children & Youth/Juv. Just.) (1) 312,155 296,085 317,130 317,130 0
TANF Transition : 0 0 20,785 20,785 0
Other 0 0 10,590 10,590 0
Federal:
Title IV-B Reimbursement (C.& Y./Juv. Just.) (1) 2,735 0 0 0
T.AN.F. 141,866 130,606 0 0 0
Title IV-E Reimbursement 179,653 185,729 176,820 176,820 0
Other
Sub-Total Other Governments 636,409 612,420 525,325 525,325 0
TOTAL, HUMAN SERVICES 640,881 617,070 531,675 531,675 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.



City of Philadelphia
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Table O-1
Analysis of Forecast Year-End Departmental Obligations
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING DECEMBER 31, 2005

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 2006 for FY 2006
Than TB Than TB From TB
Department/Cost Center Plan Plan Plan Reasons/Comments
TOTAL VARIANCE FROM TARGET
BUDGET PLAN $0.00 $0.00 $0.00
Difference between FY 2006 Current $41.84
Adopted Budget and Current FY 2006
Target Budget Plan Obligations
Forecast Forecast Net
Better Worse Variance
Than Than From
Budget Budget Budget

TOTAL VARIANCE FROMBUDGET || $41.84| |  s$0.00]| [  $41.84 |

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 04 to FY 06 REGULAR OVERTIME COMPARISON BY PAY PERIOD

GENERAL FUND
FOR THE PERIOD ENDING DECEMBER 31, 2005

PAY #9 PAY #10 PAY # 11 PAY # 12 PAY # 13
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Notes: Pay # 1 is excluded from graph because itis not a full pay

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

The material in this report is preliminary and subject to change and does not represent an official statement of the City of Philadelphia
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COMPARISON OF OBLIGATIONS - SEPTEMBER VS. DECEMBER YEAR END PROJECTION
GENERAL FUND

TABLE O-7

QUARTERLY CITY MANAGERS REPORT

FOR THE PERIOD ENDING DECEMBER 31, 2005

FULL YEAR PROJECTION VARIANCE FROM TARGET BUDGET
DEPARTMENT SEPTEMBER DECEMBER DIFFERENCE | SEPTEMBER DECEMBER DIFFERENCE
Art Museum Subsidy 2,000,000 2,000,000 0 0 0 0
Atwater Kent Museum 270,000 270,000 0 0 0 0
Auditing (City Controller's Office) 7,624,604 7,624,594 (1 O)ﬁ 0 0 0
Board of Building Standards 116,104 116,104 0 0 0 0
Board of L & | Review 204,021 204,021 0 0 0 0
Board of Revision of Taxes 9,427,672 8,578,873 (848,799)) 0 0 0
Camp William Penn 278,889 278,889 0 0 0 0
Capital Program Office 1,891,378 1,891,378 0 0 0 0
City Commissioners (Election Board) 8,026,191 8,026,191 0 0 0 0
City Council 14,514,074 14,614,074 100,000 0 0 0
City Planning Commission 3,359,368 3,261,140 (98,228)J (98,226) 0 98,226
City Rep. / Commerce 4,682,511 4,682,511 0 0 0 0
Commerce-Economic Stimulus 4,000,000 4,000,000 0 0 0 0
City Treasurer 674,446 674,446 0 0 0 0
Civic Center 0 0 0 0 0 0
Civil Service Commission 159,728 159,728 0 0 0 0
Clerk of Quarter Sessions 4,522,209 4,522,209 0 0 0 0
Community College Subsidy 22,467,924 22,467,924 0 0 0 0
Convention Center Subsidy 38,604,007 38,604,007 0 0 0 0
District Attorney 29,109,242 29,109,242 0 0 0 0
Fairmount Park 12,410,365 12,557,106 146,741 (10,531) 0 10,531
Finance 18,060,682 19,396,282 1,335,600 0 0 0
Finance - Contribution to School District 35,000,000 35,000,000 0 0 0 0
Finance - Employee Benefits 751,954,010 766,367,010 14,413,000 (5,000,000) 0 5,000,000
Employee Disability 45,947,710 45,947,710 0 (5,000,000) 0 5,000,000
FICA 62,606,571 61,606,571 (1,000,000) 0 0 0
Flex Cash Payments 1,000,000 1,000,000 0 0 0 0
Group Legal 4,273,564 4,273,564 0 0 0 0
Group Life Insurance 7,093,105 7,093,105 0 0 0 0
Health / Medical 283,210,925 298,623,925 15,413,000 0 0 0
Pension (Minimum Municipal Obligation) 271,728,010 271,728,010 0 0 0 0
Pension Obligation Bonds 70,506,305 70,506,305 0 0 0 0
Tool Allowance 100,000 100,000 0 0 0 0
Unemployment Compensation 5,487,820 5,487,820 0 0 0 0
Finance - PGW Rental Reimbursement 18,000,000 18,000,000 0 0 0 0
Fire 173,414,879 173,414,879 0 (3,493,596) 0 3,493,596
First Judicial District 112,384,414 110,746,888 (1,637,526)] (3,584,169) 0 3,584,169
Common Pleas Court 73,927,457 75,874,100 1,946,643 0 0 0
Municipal Court 7,878,127 7,878,127 0 0 0 0
Office of the Exec. Administrator 25,234,902 21,650,733 (3,584,169) (3,584,169) 0 3,584,169
Traffic Court 5,343,928 5,343,928 0 0 0 0
Fleet Management 44,062,104 43,788,394 (273,710)] (2,700,000) 0 2,700,000
Fleet Management - Vehicle Purchases 6,480,000 13,633,000 7,153,000 0 0 0
Free Library 38,767,617 38,767,617 0 0 0 0
Historical Commission 279,201 313,162 33,961 33,961 0 (33,961)
Hero Award 25,000 25,000 0 0 0 0
Human Relations Commission 2,035,081 2,035,081 0 0 0 0
Human Services 564,244,896 559,261,284 (4,983,612)} (370,294) 0 370,294
Administration & Management 13,148,052 13,073,622 (74,430) 0 0 0
Contract Administration & Program Evaluation 2,657,537 2,657,537 0 0 0 0
Juvenile Justice Services 115,648,842 115,975,188 326,346 446,981 0 (446,981)
Children & Youth (Child Welfare) 352,595,088 334,070,367 (18,524,721) (938,010) 0 938,010
Community Based Prevention Services 80,195,377 93,484,570 13,289,193 120,735 0 (120,735)

NOTE: The material in this report is preliminary and subject to revision and does not represent an official statement of the City of Philadelphia.

25



TABLE O-7

QUARTERLY CITY MANAGERS REPORT
COMPARISON OF OBLIGATIONS - SEPTEMBER VS. DECEMBER YEAR END PROJECTION

GENERAL FUND

FOR THE PERIOD ENDING DECEMBER 31, 2005

FULL YEAR PROJECTION VARIANCE FROM TARGET BUDGET
DEPARTMENT SEPTEMBER DECEMBER DIFFERENCE | SEPTEMBER DECEMBER DIFFERENCE
Indemnities 24,862,776 24,862,776 0 0 0 0
Information Services, Mayor's Office of 12,002,709 11,794,328 (208,381)| (638,931) 0 638,931
Labor Relations 495,638 490,025 (5,613) (5,613) 0 5,613
Law 13,847,743 14,047,743 200,000 200,000 0 (200,G::0)
Legal Services icl. Defender Association 33,609,195 33,609,195 0 0 0 0
Licenses & Inspections 20,627,403 20,566,796 (60.607)r (60,607) 0 60,607
Licenses & Inspections - Demolitions 8,000,000 8,000,000 0 0 0 0
Managing Director (MDO) 12,561,152 13,561,152 1,000,000 0 0 0
Mayor 4,491,047 4,529,489 38,442 0 0 0
Mayor's Office of Community Svcs. 0 0 0 0 0 0
Mayor - Scholarships 200,000 200,000 0 0 0 0
Mural Arts Program 840,719 840,719 0 0 0 0
Off. Of Behavioral Health/Mental Retard. Svcs. 14,366,882 14,366,882 0 0 0 0
Office of Housing and Comm. Development 380,148 2,380,148 2,000,000 0 0 0
Office of Emergency Shelter & Services 28,277,547 29,328,927 1,051,380 (933,347) 0 933,347
Personnel 4,536,956 4,536,956 0 0 0 0
Police 477,334,932 475,032,339 (2,302,593) (1,906,486) 0 1,906,486
Prisons 190,982,245 191,002,780 20,535 (4,368,864) 0 4,368,864
Procurement 4,948,268 4,973,369 25,101 25,101 0 (25,101)
Public Health 107,016,932 107,207,441 190,509 (83,879) 0 83,879
Ambulatory Health Services 41,529,264 41,669,909 140,645 (415,041) 0 415,041
Maternal and Child Health 2,497,134 2,498,203 1,069 62,747 0 (62,747)
Phila. Nursing Home 36,717,255 36,992,255 275,000 274,999 0 (274,9¢9)
Environmental Protection Services 8,522,796 8,223,546 (299,250) (212,101) 0 212,101
Administration and Support Svcs 8,284,173 8,260,781 (23,392) (4,678) 0 4,678
Medical Examiner's Office 3,740,001 3,738,907 (1,094) 44,410 0 (44,410)
Aids Activities Coordinating Office 0 0 0 0 0 0
Infectiuos Disease Control 5,726,309 5,823,840 97,531 165,785 0 (165,785)
Public Property 49,953,671 48,519,785 (1,433,886)] (3,972,281) 0 3,972,281
Public Property - SEPTA Subsidy 58,623,840 58,623,840 0 0 0 0
Public Property - Space Rentals 14,402,336 14,402,336 0 (84,205) 0 84,205
Public Property - Telecommunications 11,681,835 12,681,835 1,000,000 1,000,000 0 (1,000,000)
Public Property - Utilities 31,374,339 30,980,000 (394,339)] (4,906,339) 0 4,906,339
Records 7,691,335 7,691,335 0 0 0 0
Recreation 33,939,850 33,759,300 (180,550) 0 0 0
Refunds 500,000 500,000 0 0 0 0
Register of Wills 3,304,493 3,304,493 0 0 0 0
Revenue 17,187,569 17,481,577 294,008 294,008 0 (294,008)
Sheriff 13,656,612 13,344,809 (311,803) (674,537) 0 674,537
Sinking Fund (Debt Service) 166,121,744 169,269,621 3,147,877 0 0 0
Streets 27,225,429 29,825,342 2,599,913 574,619 0 (574,619)
Engineering Design & Surveying 5,653,294 5,802,951 149,657 149,657 0 (149,657)
General Support 5,141,184 5,277,254 136,070 83,776 0 (83,776)
Highways 3,047,129 8,468,894 5,421,765 266,111 0 (266,111)
Street Lighting 11,403,908 7,463,206 (3,940,702) 9,178 0 (9,178)
Traffic Engineering 1,979,914 2,813,037 833,123 65,897 0 (65,897)
Streets - Sanitation 93,934,156 93,711,251 (222,905){ 534,618 0 (534,618)
Witness Fees 173,250 173,250 0 0 0 0
Zoning Board of Adjustment 437,697 437,697 0 0 0 0
TJOTAL GENERAL FUND 3,418,641,065 3,440,428,570 21,787,505 (30,229,598) 0 30!229!598

NOTE: The material in this report is preliminary and subject to revision and does not represent an official statement of the City of Philadelphia.
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2005
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2005

DEPARTMENTAL LEAVE
USAGE ANALYSIS







TABLE L-1
QUARTERLY CITY MANAGERS REPORT
TOTAL LEAVE USAGE ANALYSIS
FOR THE PERIOD ENDING DECEMBER 31, 2005

Fiscal Year 2005 Fiscal Year 2006
Annualized Agency Explanation for FY06 Leave Usage
Agency Usage Through | Usage Through .
Full Year Usage Second Quarter | Second Quarter Leave Days Per Experience
Employee

Capital Program Office 14.1% 17.2% 33.5% 83 Under analysis.
L&l Review Board 29.6% 28.8% 28.4% Al Under analysis.
MOIS 15.9% 16.6% 18.2% 45 Under analysis.
Zoning Board of Adjustment 14.3% 12.3% 12.7% 32

Streets — Sanitation 15.1% 15.7% 11.9% 30

Recreation 14.4% 14.7% 10.3% 26

Revenue 17.9% 18.7% 7.5% 19

Streets ~ Excluding Sanitation 16.1% 17.4% 6.2% 16

Procurement 15.6% 16.0% 6.2% 15

City Treasurer 12.9% 15.5% 6.1% 15

Commission on Human Relations 15.9% 15.3% 5.9% 15

Public Property 17.6% 18.3% 5.8% 14

Fairmount Park Commission 14.0% 16.8% 5.6% 14

Fleet Management 16.5% 16.9% 5.5% 14

Fire 12.0% 12.9% 5.6% 14

Water Revenue 17.9% 17.8% 5.3% 13

MEDIAN 5.3% 13

Prisons 15.8% 14.9% 5.3% 13

Licenses and Inspections 15.1% 15.6% 5.2% 13

City Planning Commission 18.8% 18.0% 5.1% 13

Police — Civilian 14.6% 15.9% 5.1% 13

Water 15.4% 18.1% 5.1% 13

Aviation 14.7% 13.4% 5.0% 12

Records 16.3% 17.0% 4.7% 12

Free Library 16.5% 21.1% 4.7% 12

Law 13.1% 14.1% 4.3% 11

Personnel and Civil Service Commission 17.2% 16.6% 4.1% 10

Human Services 14.5% 15.4% 3.9% 10

Police — Uniformed 12.3% 14.5% 3.6% 9

Register of Wills 8.4% 9.5% 3.1% 8

Historical Commission 15.9% 16.1% 1.5% 4

Board of Building Standards 15.5% 16.3% 0.8% 2

Office of Labor Relations 9.4% 9.4% 0.0% 0

City Representative/Director of Commerce 13.6% 13.4% data currently unavailable n/a

City Commissioners 14.4% 14.9% data currently unavailable n/a

Sheriff's Office NA NA data currently unavailable n/a

Mayor's Office 18.7% 23.9% data cuently unavallable n/a

Behavioral Health/Mental Retardation NA NA data currently unavailable n/a

OESS 14.4% 15.4% data cumently unavailable nla

Finance 13.0% 13.1% data currently unavailable wa

Managing Director's Office 11.9% 12.6% data currently unavailable na

Board of Revision of Taxes 15.5% 15.3% data currently unavailable nla

Public Health 15.1% 15.7% data cumently unavailable na

The total leave usage percent is calculated by taking the numbers of days of total leave usage reported by a department and dividing it by the total number of days availabl

worked in the period. Departments with usage of at least 17 percent are given the opportunity to describe any extenuating circumstances causing the high leave usage.
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TABLE L-2
QUARTERLY CITY MANAGERS REPORT
SICK LEAVE USAGE ANALYSIS
FOR THE PERIOD ENDING DECEMBER 31, 2005

Fiscal Year 2005 Fiscal Year 2006
Usage h e Thr i .
Agency Flle;aY:ea t:g S::::ig Ust:g Sec oc:::’gh a’:::’:gz:yi Agency Explanation for FY06 Leave Usage Experience
Quarter Quarter Per Employe

Capital Program Office 4.8% 5.1% 33.5% 83 Under analysis.
Zoning Board of Adjustment 3.4% 2.1% 12.7% 32 Under analysis.
Streets - Sanitation 6.6% 6.3% 11.9% 30 Under analysis.
Recreation 3.8% 3.8% 10.3% 26 Under analysis.
L & | Review Board 14.3% 13.5% 9.6% 24 Under analysis.
Revenue 6.7% 6.6% 7.5% 19 Under analysis.
Procurement 5.3% 5.3% 6.2% 15 Under analysis.
City Treasurer 3.7% 3.6% 6.1% 15 Under analysis.
Commission on Human Relations 4.5% 3.6% 5.9% 15 Under analysis.
Public Property 5.7% 5.3% 5.8% 14 Under analysis.
Fairmount Park Commission 4.5% 5.1% 5.6% 14 Under analysis.
Fleet Management 6.0% 5.5% 5.5% 14 Under analysis.
Fire 3.9% 4.1% 5.5% 14 Under analysis.
Water Revenue 7.1% 6.5% 5.3% 13 Under analysis.
Prisons 5.4% 5.0% 5.3% 13 Under analysis.
Licenses and Inspections 5.6% 5.1% 5.2% 13 Under analysis.
MEDIAN 5.2% Under analysis.
City Planning Commission 4.5% 4.1% 5.1% 13 Under analysis.
Police -- Civilian 5.2% 4.8% 5.1% 13 Under analysis.
Water 5.2% 5.0% 5.1% 13 Under ana'ysis.
Aviation 5.6% 4.7% 5.0% 12 Under analysis.
Records 5.2% 4.4% 4.7% 12

Free Library 5.0% 6.0% 4.7% 12

Law 4.5% 4.5% 4.3% 11

MOIS 4.0% 3.7% 4.3% 11

Personnel and Civil Service Commission | 6.2% 5.4% 4.1% 10

Human Services 5.2% 4.9% 3.9% 10

Police - Uniformed 3.6% 3.5% 3.6% 9

Register of Wills 3.1% 2.9% 3.1% 8

Streets — Excluding Sanitation 6.2% 6.4% 2.0% 5

Historical Commission 3.6% 2.7% 1.5% 4

Board of Building Standards 6.5% 11.1% 0.8% 2

Office of Labor Relations 1.9% 60.0% 0.0% 0

Mayor's Office 6.5% 7.7% data y labl n/a

OESS 5.1% 4.8% data currently unavailable n/a

City Commissioners 4.6% 4.7% data currently unavailablg n/a
|Managing Director’s Office 3.0% 2.7% data currently unavaiabid n/a

Sheriff's Office NA NA data currently unavailablg n/a

Finance 3.6% 3.1% data currently unavaliablg n/a

Behavioral Health/Mental Retardation NA NA data currently unavailabig n/a

Board of Revision of Taxes 4.7% 4.4% data currently unavailablg n/a

Public Health 5.0% 4.8% data currently unavailabie n/a

City Representative/Director of Commercg 3.9% 4.1% data cumently unavailabie n/a

The sick leave usage is calculated by taking the numbers of days of sick leave usage reported by a department and dividing it by the total number of days available to be wt
in the period. Departments with usage of at least 5 percent are given the opportunity to describe any extenuating circumstances causing the high sick leave usage. "Long-

sick leave usage is defined as an employee using at least 10 consecutive days of sick leave.
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2005

DEPARTMENTAL SERVICE
DELIVERY REPORT
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2005

WATER FUND
QUARTERLY REPORT
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Quarterly City Managers Report
Analysis of Year-to-Date Variances

Water Fund
All Departments

For the Period Ending December 31, 2005

Year to Date

Reasons / Comments

Variance
Category Better / (Worse)
Than Cur. Target
Revenues

Locally Generated Non-Tax $1.1
Subtotal $1.1

Obligations / Appropriations
Personal Services $0.8
Purchase of Services 4.2
Materials, Supplies & Equipment 1.0
Subtotal $6.0
Total $7.1

Variances are due to higher then projected revenues from: Sewer Charges
to Other Municipalities - $0.3 million, Water & Sewer Permits - $0.1 million,
Sales & Charges - $0.9 million which is being partially offset by decreased
Miscellaneous Revenues - ($0.2) million.

Variances: 1) Fleet Mgmt. - $0.1 million, 2) Water - $0.4 million and
3) Revenue - $0.2 million are primarily the result of delays in filling
vacant positions throughout the first quarter of the fiscal year.

Variances: 1) MOIS - ($0.1) million, 2) Fieet Management - $0.3 million,

'3) Water - $1.3 million and 4) Revenue - $2.7 million are the result of timing
differences between the Target Budget Plan and the actual processing of
contracts for services including; consultant services, repairs & maintenance.

Variances: 1) Fleet Management - ($0.2) million is due higher fuel costs,
2) Water - $1.0 million and 3) Revenue - $0.2 million are the resuit of timing
differences between the Target Budget Plan and the actual processing
of purchase orders for supplies and equipment including: water treatment
chemicals, envelopes and personal, computers, printers and peripherals.

The material in this report is preliminary and subject to revision and does not represent an official statement of the City of Philadelphia.
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2005

AVIATION FUND
QUARTERLY REPORT
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Quarterly City Managers Report
Analysis of Year-to-Date Variances

Aviation Fund
All Departments

For the Period Ending December 31, 2005

Reasons / Comments

Year to Date
Variance
Category Better / (Worse)
Than Cur. Target
Revenues
Locally Generated Non-Tax ($6.5)
Subtotal ($6.5)
Obligations / Appropriations
Personal Services $1.3
| Purchase of Services 15.8
Materials, Supplies & Equipment 1.9
i
Subtotal $19.0
Total $12.5

Variances are due to timing differences between projected revenues and
actual receipts from: Concessions - ($1.0) million, Space Rentals - ($3.2)
million, Landing Fees - ($1.7) million, Car Rentals - $0.8 million, Utilities -
($0.3) million, Overseas Terminal - ($0.1) million, Intl. Terminal - ($0.3)
million and Passenger Facility Charges - ($0.7) million.

Variances: 1) Commerce - $1.1 million and 2) Fire - $0.1 million are the
result of savings from vacant positions and lower than projected security
related overtime.

Variance: Commerce - ($15.8) million is the result of timing differences
between the Target Budget Plan and the actual processing of various
contracts for services including consultant services and repairs and
maintenance.

Variances: 1) Fleet Management - $0.8 million and 2) Commerce - $1.1
million are the result of timing differences between the Target Budget Plan
and the actual processing of various purchase orders for electrical parts,
vehicle parts, equipment and vehicles.

The material in this report is preliminary and subject to revision and does not represent an official statement of the City of Philadelphia.
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GRANTS REVENUE FUND
QUARTERLY REPORT

Unanticipated Grants
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QUARTERLY CITY MANAGERS REPORT -
For the Period Ending December 31, 2005

METHODOLOGY FOR FINANCIAL REPORTING
A. FUND ACCOUNTING

Funds are groupings of activities that enable the city to maintain control over resources
that have been segregated for particular purposes or objectives. All of the funds of the
City of Philadelphia can be divided into three categories: governmental funds, proprietary
funds and fiduciary funds.

e Governmental funds. The governmental funds are used to account for the
financial activity of the city’s basic services, such as: general government;
economic and neighborhood development; public health, welfare and safety;
cultural and recreational; and streets, highways and sanitation. The fund financial
activities focus on a short-term view of the inflows and outflows of spendable
resources, as well as on the balances of spendable resources available at the end
of the fiscal year. The financial information presented for the governmental funds
are useful in evaluating the city’s short term financing requirements.

The city maintains twenty individual governmental funds. The city’s Comprehensive
Annual Financial Report presents data separately for the general fund, grants revenue
fund and health-choices behavioral health fund, which are considered to be major funds.
Data for the remaining seventeen funds are combined into a single aggregated
presentation.

e Proprietary funds. The proprietary funds are used to account for the financial
activity of the city’s operations for which customers are charged a user fee;
they provide both a long and short-term view of financial information. The
city maintains three enterprise funds that are a type of proprietary funds - the
airport, water and waste water operations, and industrial land bank.

e Fiduciary funds. The City of Philadelphia is the trustee, or fiduciary, for its
employees’ pension plans. It is also responsible for the Gas Works’
employees’ retirement reserve assets. Both of these fiduciary activities are
reported in the city’s Comprehensive Annual Financial Report as separate
financial statements of fiduciary net assets and changes in fiduciary net assets.

B. Basis of Accounting and Measurement Focus

Governmental funds account for their activities using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the city considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures are generally recorded when a liability is incurred, as in the case of full
accrual accounting. Debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is

53
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METHODOLOGY FOR FINANCIAL REPORTING

due, however, those expenditures may be accrued if they are to be liquidated with
available resources.

Imposed non-exchange revenues, such as real estate taxes, are recognized when the
enforceable lega! claim arises and the resources are available. Derived tax revenues, such
as wage, business privilege, net profits and earnings taxes, are recognized when the
underlying exchange transaction has occurred and the resources are available. Grant
revenues are recognized when all the applicable eligibility requirements have been met
and the resources are available. All other revenue items are considered to be measurable
and available only when cash is received by the city.

Revenue that is considered to be program revenue include: (1) charges to customers or
applicants for goods received, services rendered or privileges provided, (2) operating
grants and contributions, and (3) capital grants and contributions. Internally dedicated
resources are reported as general revenues rather than as program specific revenues,
therefore, all taxes are considered general revenues.

The city’s financial statements reflect the following three funds as major Governmental
Funds:
e The General Fund is the city’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be
accounted for in other funds.

o The HealthChoices Behavioral Health Fund accounts for resources received
from the Commonwealth of Pennsylvania. These resources are restricted to
providing managed behavioral health care to Philadelphia residents.

o The Grants Revenue Fund accounts for the resources received from various
federal, state and private grantor agencies. The resources are restricted to
accomplishing the various objectives of the grantor agencies.

The City also reports on Permanent Funds, which are used to account for resources
legally held in trust for use by the park and library systems of the city. There are legal
restrictions on the resources of the funds that require the principal to remain intact, while
only the earnings may be used for the programs.

The City reports on the following Fiduciary Funds:

e The Municipal Pension Fund accumulates resources to provide pension benefit
payments to qualified employees of the city and certain other quasi-governmental
organizations.

e The Philadelphia Gas Works Retirement Reserve Fund accounts for
contributions made by the Philadelphia Gas Works to provide pension benefit
payments to its qualified employees under its noncontributory pension plan.

The City reports the following major Proprietary Funds:
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e The Water Fund accounts for the activities related to the operation of the city's
water delivery and sewage systems.

o The Aviation Fund accounts for the activities of the city’s airports.

¢ The Industrial Land Bank Fund accounts for the activities of the city’s
inventory of commercial land sites.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s ongoing operations. The
principal operating revenues of the Water Fund are charges for water and sewer service.
The principal operating revenue of the Aviation Fund is charges for the use of the airport.
Operating expenses for enterprise funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. The principal operating
revenues of the Industrial Land Bank Fund come from sales of land sites, while the
operating expenses are comprised of land purchases and improvements made thereon. All
revenues and expenses not meeting this definition are reported as nonoperating revenues
and expenses.

C. Legal Compliance

The city's budgetary process accounts for certain transactions on a basis other than
generally accepted accounting principles (GAAP). In accordance with the Philadelphia
Home Rule Charter, the city has formally established budgetary accounting control for its
operating and capital improvement funds.

The operating funds of the city, consisting of the General Fund, seven Special Revenue
Funds (County Liquid Fuels Tax, Special Gasoline Tax, HealthChoices Behavioral
Health, Hotel Room Rental Tax, Grants Revenue, Community Development and Car
Rental Tax Funds) and two Enterprise Funds (Water and Aviation Funds), are subject to
annual operating budgets adopted by City Council. Included with the Water Fund is the
Water Residual Fund. These budgets appropriate funds for all city departments, boards
and commissions by major class of expenditure within each department. Major classes
are defined as: personal services; purchase of services; materials and supplies;
equipment; contributions, indemnities and taxes; debt service; payments to other funds;
and advances and other miscellaneous payments. The appropriation amounts for each
fund are supported by revenue estimates and take into account the elimination of
accumulated deficits and the re-appropriation of accumulated surpluses to the extent
necessary. All transfers between major classes (except for materials and supplies and
equipment, which are appropriated together) must have councilmanic approval.
Appropriations that are not expended or encumbered at year-end are lapsed.

The City Capital Improvement Fund budget is adopted annually by the City Council. The
Capital Improvement budget is appropriated by project for each department. All transfers
between projects exceeding twenty percent of each project's original appropriation must

14
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be approved by City Council. Any funds that are not committed or expended at year-end
are lapsed.

Schedules prepared on the legally enacted basis differ from the generally accepted
accounting principles (GAAP) basis in that both expenditures and encumbrances are
applied against the current budget, adjustments affecting activity budgeted in prior years
are accounted for through fund balance or as reduction of expenditures and certain
interfund transfers and reimbursements are budgeted as revenues and expenditures.

D. CITY MANAGERS REPORTS

Projected revenues and obligations reflected on the City Managers Reports are consistent
with the above legal basis of Accounting and include all appropriate accruals.

Actual monthly revenue figures do not include revenues measurable and available within
60 days after the month end because it would be impractical to issue timely reports using
this method of accrual.

Actual monthly expenditures do not include accounts payable (amounts owed to
providers of goods and services which have not been vouchered on the City's accounting
records). These amounts, however, are reflected in the encumbrances outstanding for
each City agency.

Interfund service charges, an annual expense budgeted in certain City departments, are

not included in the actual monthly obligations, but as stated above, are projected in the
City's annual costs.
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PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Board of Web Site Provide additional on-line 682,825 | BRT expects to complete the project by
Revision of Development self-service for appeals, December 2005.
Taxes applications, and data
searches.
Board of Legacy Convert property records 2,150,000 | BRT expects to complete the project by
Revision of Systems data from an outdated, March 2006.
Taxes Conversion fifteen-year-old
mainframe-based format
into a modern database
format in preparation for
full valuation project.
Board of Phone System | Replace 25-year-old phone 428,704 | BRT expects to complete the project by
Revision of Replacement system with modern December 2005.
Taxes system.
Board of Computer Utilize information 4,448,784 | Contract signed in August. Project started
Revision of Assisted Mass | technology to more in September 2005. BRT expects to
Taxes Appraisal accurately assess the value complete the project by June 2009.
of real property and more
effectively administer the
assessment process.
City Registration Scan and digitize voter 1,105,906 | Backfile conversion completed and
Commissioners | Affidavit signatures, print hardware and software is installed. The
Imaging registration records, and loan is fully repaid.
System generate poll listings.
District Office Complete computerization 1,511,321 | The loan was approved by City Council in
Attorney’s Automation of agency June 1999. All purchases have been made
Office and the final software applications have
been installed.
District Technology Five projects to upgrade 2,128,829 | Project requires FY06 transfer ordinance.
Attorney’s Enhancement information technology, Council approval is pending.
Office including desktop
software, database
upgrading, fiber optic
linkage of office locations,
electronic access to crime
scene images, and
increased network
security.
Finance Strategic Conduct an asset 164,950 | Consultant is collecting data.
Marketing Plan | inventory and prepare a
strategic marketing plan
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PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS, CONTINUED

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Finance Comprehensive | Conduct a study of ways 1,000,000 | Project requires FY06 transfer ordinance.
Management to increase revenues and Council approval is pending.
Review reduce costs of City
operations.
Fleet Alternative Convert 65 City vehicles 120,000 | Conversion of vehicles complete. Loan has
Management Fuels to dual fuel capacity as a been fully repaid.
demonstration project
Fleet Fleet Monitor fuel usage, 1,944,200 | System is installed and operational. This
Management Management equipment inventory, has improved centralized control and
Information repair history, etc., to management. Project is generating
System reduce fleet downtime and projected savings for Fleet Management,
maintenance costs and the loan has been fully repaid.
Law Office Complete computerization 700,000 | New equipment was installed. Savings
Automation of department, including achieved in reduced staffing. Revenues
networking and case generated from improved case management
management of tax delinquencies. Loan has been fully
repaid.
Law Office Convert Law Department 1,982,801 | New equipment installed. The switch in
Automation II from Macintosh computer platforms is allowing the Department to
environment to Windows- improve its delinquent tax collection efforts
based technology. through the initiation and resolution of
more claims. The actual cost of the project
was reduced during implementation to
$1,248,892, and the remaining $733,909
has been returned to the Bank. Loan has
been fully repaid.
MOIS Automated Allow the City to perform 555,673 | Implementation of the system was
Tape Backup a daily disaster-recovery completed in July 1999, and the system is
System backup of the City’s fully operational. Costs during
mainframe computer implementation were reduced from the
system. original loan amount of $555,673 to
$442,300. The remaining funds have been
returned to the Bank and MOIS’ repayment
schedule has been revised accordingly.
Beginning in FY2000, savings are being
achieved through reduced staffing. The
repayment schedule commenced in
FY2000.
MOIS Electronic Bill | Allow the City to process 205,550 | System is operative, payment by credit card
Presentment credit card transactions is now available to consumers.
and Payment over the Internet while
System providing comprehensive
bill presentment and data
capture capabilities.
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PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS, CONTINUED

of-town visitors, thereby
increasing visitation, hotel
and other ancillary
spending and tax revenue.

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
MOIS Email Upgrade and consolidate 1,318,000 | Implementation is underway.
Consolidation the City’s email
infrastructure.
Philadelphia Marketing the Market the Goya 203,580 | The total loan amount was spent during the
Museum of Art | Museum: Goya | Exhibition to out-of-town second half of the exhibition period. The
visitors, thereby Museum’s survey data shows mixed results.
increasing City hotel and The exhibition during the period of the
other related tax revenues Bank initiative did attract sufficient out-of-
as well as admissions town visitors to generate enough tax
revenue for the Museum. revenue to repay the loan. However, the
survey results were unclear as to the direct
impact that the actual Bank-funded
advertising had on visits. Repayment was
made by the Finance Department in
FY2000.
Philadelphia Marketing the Building on the model 240,000 | The marketing initiative used the loan funds
Museum of Art | Museum: The used for the Goya loan, to promote the Rome Exhibit in non-local
Splendor of the Museum marketed its print and radio media outlets. Survey
Rome Rome exhibition to out-of- results estimate that an additional 24,900
town visitors, thereby out-of-town visitors attended the exhibit as
increasing City hotel and a result of the marketing effort. The
other related tax revenues additional visitors generated an estimated
as well as admissions $688,000 in additional museum admission
revenue for the Museum. and tax revenue. Repayment was made by
the Finance Department in FY2000.
Philadelphia Marketing the | The Museum is once again 240,000 | The Museum placed ads in out-of-town
Museum of Art | Museum: using Bank funding to print, sign, and radio outlets. The
Salvador Dali enhance marketing to out- exhibition has generated high attendance to
of-town visitors, thereby date. The Museum will report on the
increasing visitation, hotel impact of the Bank loan following the end
and other ancillary of the exhibition.
spending and tax revenue.
Philadelphia Marketing the | The Museum is once again 240,000 | The Museum placed ads in out-of-town
Museum of Art | Museum: using Bank funding to print, sign, and radio outlets. The
Andrew Wyeth | enhance marketing to out- exhibition has generated high attendance to

date. The Museum will report on the
impact of the Bank loan following the end
of the exhibition.

<0




PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006
A. PROJECT STATUS, CONTINUED

that the Police Department
can increase the number
of roadside truck
inspections with scales
that it conducts.

Increased weight
inspections are expected to
result in at least $309,232
in new highway patrol
revenues to the City
annually.

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Police Photo and Store up to one million 1,282,770 | System is installed and operational.
Criminal mugshots on-line; provide Savings being realized from reduced
History bar-coded identification staffing and supply requirements. Service
Automation cards for police and improvements include better processing of
prisoners. criminals and more effective investigation
of police cases. The loan has been fully
repaid.
Police Mobile Data Install computer terminals 694,810 | Mobile data terminals (MDTs) were
Terminals Pilot | in police cars enabling installed in 67 radio patrol cars in the
Project direct access to criminal Southwest police division and the system is
and vehicle data bases - operational. The Department went on to
projected to reduce install the MDTs in a total of 762 police
response time and increase vehicles through September 1999. Loan
recovery of stolen repayment has proceeded as scheduled.
vehicles.
Police Portable Truck | Purchase two sets of 78,000 | The portable truck scales were purchased
Scales portable truck scales so and have been in use for over six months.

The impact in incremental fine revenue is
inconclusive to date. Repayment began in
FY2001.
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PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS, CONTINUED

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Police Information Design and install an 8,562,308 | The loan was approved by City Council in
Control System | integrated database system November 1999 and implementation is
that the Department will underway. The Department has selected
use to identify and track application vendors and is implementing
crime trends, monitor the separate Incident Reporting and Internal
activities of police Affairs systems. Repayment began in
officers, and foster FY2001, with additional loan disbursements
improved management in FY2002 and FY2003.
decision making.
Specifically, loan funds
will be used to build two
systems that will form the
backbone of the Police
Information Control
System—a computerized
Incident Reporting System
and an Internal Affairs
Case Management
System.
Police Court Install a computerized 741,980 | Loan was approved by the Loan Committee
Attendance system in city courtrooms on July 21, 2005. Project requires FY06
Tracking to monitor the attendance transfer ordinance, and Council approval is
System of Police personnel, pending. Implementation expected in FY06.
thereby reducing court-
related Police overtime
and enabling more
efficient operation of the
court system.
Public Property | Energy Replace incandescent 350,000 | Project complete with substantial savings
Efficient Lamp | bulbs with fluorescent realized. The loan has been fully repaid.
Replacement throughout City
Public Property | FYO05 Expand the Department’s 200,000 | The Department utilized loan funds to
Appraisals capacity to conduct real complete 41 appraisals in FY05. The loan
estate appraisals in order has been fully repaid.
to sell under-utilized City
assets.
Public Property | FY06 Expand the Department’s 200,000 | Project requires FY06 transfer ordinance.
Appraisals capacity to conduct real Council approval is pending.
estate appraisals in order
to sell under-utilized City
assets.
Public Property | Utility Account | Conduct a field audit of 225,000 | Loan was approved by the Loan Committee

Audit

City’s electric and gas
accounts.

on August 22, 2005. Implementation is
expected in FYO06.
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PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006
A. PROJECT STATUS, CONTINUED

DEPART-
MENT

PROJECT
TITLE

PROJECT
DESCRIPTION

LOAN
AMOUNT

PROJECT STATUS

Records

Automation of
Document
Recording (1)

Automate document
recording and revenue
processing; electronic
mapping; charge remote
access fees

3,850,000

Implementation was completed under a
revised plan, with the original loan funds
used to reengineer the document recording
process. The original loan was repaid to
the Bank in FY99.

Records

Automation of
Document
Recording (2)

To expand the initial
reengineering effort (see
above) with the
development of an
automated document
recording system. This

second stage of the project

reduced the Department’s
overtime requirements to
meet its recording
obligations and reduced
the time needed to return
original documents to

customers from over three

weeks to just 1.5 days.

4,444,038

The project was approved by City Council
in November 1999 and the automated
system has been fully implemented.

Records

Parcel Map
Annotation and
Transfer Tax
Analysis

Include descriptive
information on the City’s

electronic parcel map, and

improve the Department’s
capacity to report on
Realty Transfer Tax
revenues by property type
and location.

1,300,000

Project requires FYO06 transfer ordinance.
Council approval is pending.

Register of
Wills

Departmental
Automation

The project would
automate document
recording and
preservation, create one
centralized records
database, provide access
to this database to all
workers, and enable
Internet- and fee-based
access to departmental
records and data.

325,000

Implementation underway.

Revenue

Earnings Tax
System

Install new system with
improved collection,
billing, and enforcement

200,000

Project implementation complete and
additional revenues generated. System has
been integrated into Integrated Tax System.
Loan has been fully repaid.

A




PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS, CONTINUED

DEPART- PROJECT PROJECT LOAN
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Revenue Integrated Tax | Link tax systems to 4,808,000 | Self-assessed, liquor, school income and
System improve enforcement; earnings taxes have been linked with
reorganize department integrated tax system. Loan has been fully
along functional lines repaid.
Revenue Real Estate Tax | Install new system with 1,486,751 | System is installed and operational. Loan
System improved collection, has been fully repaid.
billing, and enforcement.
Revenue Consolidated Consolidate tax systems to | 2,550,000 | Productivity Bank Loan Committee
Taxpayer improve billing, approved loan in June 1995. Project
Accounting accounting, and returns implementation began July 1995 and has
System processing proceeded on schedule. Phase I, the
accounting and enforcement (case) portion
of the system was completed in February
1998, and the School Income Tax was
added in December 1998. The taxpayer
identification portion of the system was
completed in November 1999. The U&O
Tax was completed in the fall of 2000. The
last tax merged into the system was the
Real Estate Tax, which was completed in
June 2002. The loan has been fully repaid.
Revenue E-Gov Expand the functionality 124,000 | Loan was approved by the Loan Committee
of the Revenue on August 22, 2005. Implementation is
Department website. expected in FYO06.
Revenue/Police | Reimbursable Automate the Police 248,000 | Loan was approved by the Loan Committee
Overtime Reimbursable Overtime on July 21, 2005. Implementation is
program billing and expected in FY06.
collections process
through a web-based
application and
enhancements to the
Revenue Department’s
non-tax revenue
collections systems.
Streets Geographic Computerize mapping of 775,000 | Streets Department prepaid loan in FY 94.
Information sanitation routes Routing pilot completed and system being
System implemented in several areas.

NOTE: Productivity Bank loans must be repaid with interest over a five year period. To be eligible for loan funding, projects must (1) show
potential to reduce City General Fund costs and/or enhance City General Fund revenues equal to the loan amount over five years, or (2)
establish substantial and measurable service level improvements. The Bank was established in August 1992 with $20 million in proceeds from
a Pennsylvania Intergovernmental Cooperation Authority (PICA) bond issue. Departmental loan applications must be approved by the Bank's
Loan Committee. For loans of $250,000 or more, approval by City Council ordinance is required.




PRODUCTIVITY BANK STATUS REPORT as of February 15, 2006

A. PROJECT STATUS, CONTINUED

implementation plan for
consolidation of desktop
support, email, and
Servers.

DEPART- PROJECT PROJECT GRANT
MENT TITLE DESCRIPTION AMOUNT PROJECT STATUS
Finance Health and Audit the health and $500,000 | The audits were completed and
Welfare welfare funds of the City’s incorporated into labor negotiations during
Audits major labor unions in 2004.
order to identify areas of
potential cost savings.
Finance Health Analyze benefits usage, $228,000 | Monthly benefits utilization analysis and
Benefits assist in plan design and in reporting are in progress, plan modification
Consultant negotiations with benefit and negotiations are impending.
providers.
MOIS IT Enterprise | Develop strategy, revised $325,000 | Study has been completed, project planning
Consolidation | staffing needs, and is underway.

In FY04, the Productivity Bank Loan Committee approved the use of $10.7 million in accumulated investment and repayment interest for
exploratory grants. The intention of the grants is to provide funding to determine the feasibility of a potential Productivity Bank loan project
by quantifying costs and benefits, and by developing detailed work plans and implementation strategies.
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