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The Government Finance Officers Association of the United States and Canada (GFOA) presented a
Distinguished Budget Presentation Award to City of Philadelphia, Pennsylvania for its annual budget for
the fiscal year beginning July 1, 2013. In order to receive this award, a governmental unit must publish a
budget document that meets program criteria as a policy document, as an operations guide, as a
financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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My Fellow Philadelphians:

When | took the oath of office more than six years ago,
| pledged that | would lower crime, increase high
school and college graduations rates, make
Philadelphia the greenest city in America, attract new
businesses and residents and lead an ethical City
government that is a good stewart of tax payer dollars.
| am proud of the City’s accomplishments to date
across all of these fronts. But our work is not done yet.
As Mayor | am focused on investing in the future of our
great City. This budget reflects my goal of leaving the
City a better place to live, work, go to school, and play.
It also reflects my goal of leaving the City fiscally sound

and more efficient and effective.

After weathering the recession and the fiscal impact that had on our City, Philadelphia has begun its
course to recovery. While we still face significant fiscal challenges, our tax receipts are growing
moderately, new residents are moving into the city and businesses continue to invest and create jobs in
Philadelphia. We must keep this progress going. In a time of continuing limited resources, as tax
revenues increase modestly and savings from efficiencies are realized, the Administration is faced with
important choices about how to invest taxpayer dollars. This Five-Year Plan makes clear our priorities.
It advocates for increased funding for education through the introduction of a cigarette tax. It includes
modest funding increases for investments in our neighborhood libraries and recreation centers and
reduces wage and business taxes to spur job growth. It sets aside significant funding for the recently
agreed upon contract with AFSCME District Council 47 and future labor agreements that are fair to both
employees and taxpayers by pairing pay raises with essential reforms that will strengthen the health of
the City’s pension system, common sense changes to overtime rules and the ability to use temporary
layoffs instead of laying off employees permanently should we face future financial distress. It proposes
a substantial investment in the City’s pension fund by dedicating the proceeds of the anticipated sale of
Philadelphia Gas Works to the pension fund. At the same time, my Administration will continue to invest
in public safety and higher education, both essential to the growth of the City.

While crime statistics have reached record lows in recent history, there is still much to do to bring the
level of violence down even further and make Philadelphia safe. This Plan allocates funding to maintain
a sworn strength of 6,525 police officers. This Plan also provides funding to hire additional inspectors to
strengthen demolition controls to ensure safe public and private demolitions.

We can also have a hand in accelerating our economic recovery by making the City more business
friendly and supporting small businesses so that more jobs are created. This Plan continues the wage
tax cuts that had been reinstated last year after the recession had forced us to suspend them. This plan
supports continued business growth by improving streetscapes along commercial corridors and
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providing support to build a tunnel connecting the new Comcast Center to Suburban Station. This plan
provides start up funds for the creation of the Land Bank, which will facilitate the redevelopment of
vacant land and properties. We will also invest in the revitalization of neighborhoods by renovating
police stations and firehouses, rebuilding recreation centers and libraries, creating new park spaces
along the Delaware and Schuylkill rivers, and carrying out major projects such as the new police
headquarters, morgue, and health offices to be co-located at 4601 Market Street.

Finally, we must invest in our children. This Plan advocates for increased spending for education by
recommending the introduction of a cigarette tax to provide increased revenues for the School District.
It recommends maintaining the sales tax at 2% and splitting the proceeds from the 1% increase between
the School District and the City’s pension fund. The budget reflects the current state legislation which
proposes $120 million of the incremental sales tax to go to the School District. Should the General
Assembly change the allocation to the 50-50 split, for which | and the Council President are advocating, |
would make the appropriate changes to the budget. This plan strengthens tax collection efforts in
order to deliver additional revenues to the School District. It provides additional funding for the
Community College in order to ensure that tuition remains affordable and expands service at all branch
libraries to 6-days per week.

Join me in making these investments in the future of Philadelphians and our great city. There is still
much work to do, and there is nothing that we cannot achieve for our city.

NN

Mayor Michael A. Nutter
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EXECUTIVE SUMMARY

Mayor Michael A. Nutter has laid out a vision for Philadelphia, focusing his Administration around five
key goals designed to make the city healthier, greener and more competitive. Philadelphia’s economy
has a direct effect on the City’s budget, as local tax revenues account for the majority of the City’s
general fund revenue. The economic recovery after the recession and related fiscal crisis has been
slower than economists had expected, which has caused wage tax revenues to come in below
projections to date this year. These lower than expected revenues, combined with increasing employee
costs, make FY15 a tight budget year. This Five-Year Plan invests $376 million in future labor costs to pay
for the provisions in the recent agreement with AFSCME District Council 47 as well as other future labor
awards. Pension costs have increased from 8% of General Fund expenditures in FYOO to 17% of
expenditures in FY14, and the FY15 proposed budget allocates 100% of proceeds of the anticipated sale
of Philadelphia Gas Workds to the pension fund. In addition, this Five-Year Plan makes critical
investments to further each of the Mayor’s Five Goals. Some of the most significant investments are as
follows:

Goal 1: Philadelphia becomes one of the safest cities in America

e Hire additional officers to maintain a sworn strength of 6,525 officers in the Police Department.

e Renovate facilities in several police districts, complete the former Woodhaven U.S. Army facility
for police use, and break ground on a state-of-the-art police headquarters in West Philadelphia.

e Pay firefighters according to the new contract and conduct renovations at fire facilities
throughout the city.

e Hire additional inspectors in the Department of Licenses and Inspections in order to ensure safe
public and private demolitions.

e Replace the message switch system, which serves as the backbone for the exchange of public
safety information between the City and State.

Goal 2: The education and health of Philadelphians improves

e Support the financial stability of the School District of Philadelphia by advocating for state
approval of a cigarette tax in order to increase funding for education in the City.

e Provide 6-day service at all library branches throughout the City and redefine the role of libraries
in our community by renovating various library facilities.

e Sustain KEYSPOTS locations that provide access to broadband internet for low income
communities and provide online learning opportunities for adult literacy and career education.

e Contribute additional funding to the Community College of Philadelphia to ensure that tuition
remains affordable.

e Continue the City’s successful anti-tobacco and anti-obesity efforts through the City’s Get
Healthy Philly program.

e Sustain housing and services provided to the homeless population by the Office of Supportive
Housing by compensating for federal sequestration cuts and renovating various homeless
shelter facilities.
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Goal 3:

Philadelphia is a place of choice

Reduce tax rates to make Philadelphia more competitive and promote job growth.

Expand the capacity of the Philadelphia International Airport.

Implement a new zoning code to promote more livable, walk-able communities.

Improve streetscapes along and invest in neighborhood commercial corridors.

Reduce blight and redevelop vacant land and properties through the creation of the Land Bank.
Attract and support small businesses to establish Philadelphia as a hub for startups,
entrepreneurship and investment.

Continue to support and promote Philadelphia’s national appeal as a destination for art.
Complete Dilworth Plaza —a new iconic central square for Philadelphia.

Support the Mann Music Center to continue this important cultural institution.

Provide funding for an underground concourse extension beneath 18" Street that will link the
existing underground markets to the new Comcast Tower to be completed in 2017.

Philadelphia becomes the greenest and most sustainable city in America

Invest in energy efficiency projects to reduce the environmental impact of City facilities

Expand the City’s tree canopy.

Create newly designed green spaces such as Benjamin Franklin Parkway and along the Schuylkill
and Delaware Rivers.

Invest in green infrastructure to better manage storm water and prevent pollution.

Expand programming and conduct renovations at recreation centers in neighborhoods
throughout the City.

Goal 5: Philadelphia government works efficiently and effectively, with integrity and responsiveness.

Improve the health of the pension fund by achieving benefit changes in labor contracts,
depositing proceeds from the anticipated sale of Philadelphia Gas Works in the pension fund
and directing a portion of sales tax revenues into the pension fund.

Implement a number of initiatives to more effectively collect taxes owed to the City.

Invest in critical information technology infrastructure and new business applications and make
process changes necessary to modernize how the City operates.

Prepare for and recruit the next generation of City government leaders as many of City
employees become eligible to retire.

Achieve future labor agreements that are fair to employees and all taxpayers.

Invest adequate resources to replace the City’s aging fleet.

Implement program-based budgeting to identify the cost and effectiveness of City services.
Continue to implement a citywide open data program by releasing data sets.

The Plan describes the current state of the city in terms of its demographics and economy and the
Administration’s proposed Fiscal Years 2015-2019 revenues and expenditures and six-year Capital

program. This Plan describes budget and performance trends and key accomplishments and initiatives
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for each department in alignment with the Mayor’s five goals listed above. As part of an effort to better
inform the City’s budgetary decisions and align budget and performance data, this Plan reports on the
pilots conducted on program based budgeting and return on investment analysis for capital projects. In
addition, this Five-Year Plan includes in depth discussions of the City’s debt management and fund
balance trends and projections.
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REVENUE OUTLOOK
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PHILADELPHIA DEMOGRAPHICS

Population: 2012 marked the sixth year in a row that Philadelphia has seen an increase in population,
after decades of decline. The growth in population shows that Philadelphia is becoming an increasingly
attractive place to live. According to the American Community Survey (ACS) 1-Year estimate for 2012,
the population in Philadelphia is 1,547,607, a 0.7% increase over the ACS 1-Year estimate for 2011, and
a 1.4% increase over the 2010 census estimate of 1,526,006.

Population Trends
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As shown in the chart above, most of this growth is due to the influx of students and young
professionals, families with children under the age of five, and empty nesters. Of the 21,601 people
Philadelphia gained between 2010 and 2012, the number of children less than five years old grew by
6,341 (6.3%), the number of students and young professionals (20-34 years) grew by 15,089 (3.8%), and
the number of empty nesters (55-74 years) grew by 14,853 (5.8%)."> Meanwhile the number of children
aged 5-19 years dropped by 8,253 (2.8%), the number of adults aged 35-55 years declined by 4,788
(1.2%), and the number of elderly 75 years and older declined by 1,641 (1.8%).>* This suggests that the
city is a compelling place for people to start their careers, their families and their retirements, but that
the city struggles to retain families when their children become school-aged. Population growth has an
impact on the City’s budget in terms of both revenue and expenditures: the more people there are, the
more demand there is for real estate, more wages earned, and higher consumer spending. In addition,
there is also potentially more demand for City services.

! American Community Survey, 1-Year Estimate, 2010
2 American Community Survey, 1-Year Estimate, 2012
3 American Community Survey, 1-Year Estimate, 2010
* American Community Survey, 1-Year Estimate, 2012
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The population in Philadelphia is becoming increasingly diverse. The percentage of residents who are
foreign-born has increased from 11.6% in 2010 to 12.0% in 2012. >% |n 2012, 185,321 residents were
foreign-born; 39% were from Asia, 32% were from Latin America, 18% were from Europe, 10% were
from Africa, and 1% was from Oceania or North America.” In 2013, the Mayor created the Office of
Immigrant and Multi-Cultural Affairs to help provide access to City services without barriers to all
residents of the city. According to the Metropolitan Policy Program at the Brookings Institution, "Among
its peer regions, Metropolitan Philadelphia has the largest and fastest growing immigrant population,
which now stands at over 500,000, comprising 9% of the total population."® Hispanic and Asian groups
are the fastest growing racial groups in the city, having increased in size by 13,390 people (7.1%) and
2,914 people (3.0%) respectively between 2010 and 2012.>™ In 2012, the city’s population was 43.1%
Black or African American, 36.4% Non-Hispanic White, 13.0% Hispanic, 6.4% Asian and 1.1% other.™

Population by Race
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> American Community Survey, 1-Year Estimate, 2010

® American Community Survey, 1-Year Estimate, 2012

" American Community Survey, 1-Year Estimate, 2012

8 Singer, A., Vitiello, D., Katz, M., Park, D., (2008). Recent Immigration to Philadelphia: Regional Change in a Re-Emerging
Gateway. Retrieved February 24, 2013 from
http://www.brookings.edu/~/media/research/files/reports/2008/11/13%20immigration%20singer/1113_immigration_singer.p
df

® US Census Bureau, 2010 US Census

% American Community Survey, 1-Year Estimate, 2012

™ American Community Survey, 1-Year Estimate, 2012
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Although Philadelphia’s population in aggregate is increasingly diverse, as shown in the map below,
most parts of the City are overwhelmingly homogenous in ethnic makeup. Either blacks or whites
represent more than 75% of the population in half of the City’s zip codes. Only eight zip codes have no
majority group, and one zip code, 19149 for the Mayfair and Oxford Circle area in Lower Northeast, has
at least 10% representation from blacks, whites, Hispanics, and Asians.

Ethnic Diversity by Zip Code
(Source: PEW State of the City 2013)
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Education: Philadelphia faces challenges in realizing gains in educational attainment among its school
aged population. The four-year high school graduation rate has increased from 57% in 2008 when
Mayor Nutter came into office to 64% but remains low compared to the State (71% as of 2012) and the
Nation (78% as of 2010). As shown in the chart below, Philadelphia has made minor gains in math and
reading scores among 8" graders between 2009 and 2013, but still lags behind school districts in other
large city districts.

Average Scale Score, 8th Grade

285
280 - 278
275
270
265
260
255
250
245
240
235
230

Math Reading

B Philadelphia M Large City*

* Large city includes public schools located in the urbanized areas of cities with populations of 250,000 or more
including the participating districts. Source: National Source for Education Statistics.

The young adults who have come to, or stayed in, Philadelphia in the last six years are well educated and
are raising the educational levels of the city. Between 2008 and 2012 the percent of the population over
the age of 25 with a Bachelor’s Degree or higher increased from 21.0% to 24.3% due to the growth in
adults aged 25-34.* Among individuals aged 25-34, 37.4% have a bachelor’s degree, compared to
25.4% among 35-44 year olds, 18.7% of 45-64 year olds, and 15.8% of adults over 65 years old.'* Despite
this significant positive progress, Philadelphia remains below the Pennsylvania state average of 27.8%
and the national average of 29.1% of residents over the age of 25 with a Bachelor’s degree or higher,
and Philadelphia still ranks as the fourth lowest city with a percentage of population over the age of 25

2 American Community Survey, 1-Year estimate, 2008
3 American Community Survey, 1-Year estimate, 2012
* American Community Survey, 1- Year estimate, 2012

11
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with a Bachelor’s degree or higher among the top 20 cities.” In terms of the percent of population over
25 years with a Graduate degree, Philadelphia ranks 12" out of the top 20 most populous cities.

The educational outcomes of Philadelphia youth and the quality of schools are relevant for the City in so
far as they determine the future earning power and employment of Philadelphians and influence
families and businesses as to where to locate. The presence of good public schools within the city makes
Philadelphia a more appealing and more affordable place to live. Businesses want to locate where they
can find talent and where employees want to live. As such, raising the educational outcomes of
Philadelphians creates a virtuous cycle by attracting families and jobs to Philadelphia, which in turn
create more opportunities for future graduates. The Mayor has made a major commitment to improving
the educational outcomes of children in this City, including by increasing the City’s annual funding to
public education by $155 million between FYO8 and FY14. The Goal 2 chapter describes these efforts in
more detail.

Population over 25 with a Bachelor's Degree or higher (percentage), 20 Most
Populous US Cities , Pennsylvania, & National Average
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DEMOGRAPHICS

Poverty: The national poverty threshold represents the percent of people living below a certain annual

amount of income, which varies by family size ($23,283 for a family of four).'® Philadelphia has the third

highest rate of poverty among the top twenty most populous U.S. cities, and continues to be the

poorest of the top ten most populous U.S. cities at a rate of 26.9%, compared to 15.9% nationally.*

Moreover, of almost half of the 440,000 people living below the poverty line, approximately 13% of the
total population, live in what is deemed “deep poverty”, earning less than half the federal poverty level

or $11,700 annually for a family of four.’® Over the last year, however, Philadelphia’s poverty rate has
decreased from 28.4% in 2011 to 26.9% in 2012.

Poverty Rates, 20 Most Populous US Cities, Pennsylvania, & National Average
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16 According to the US Census Bureau, the weighted average poverty thresholds for 2012, measured in annual income, are:
$11,945 for a person under 65 years; $15,825 for two people with one child; and $23,283 for a family of four including two
children. More information on poverty thresholds can be found at:
http://www.census.gov/hhes/www/poverty/about/overview/measure.html

7 American Community Survey, 1-Year Estimate, 2012

'8 Shared Prosperity Philadelphia, 2013
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Philadelphia’s relatively high unemployment rate, currently 9.6% compared to 6.6% nationally, is largely
due to the loss of manufacturing jobs that used to dominate the region’s economy; manufacturing jobs
have decreased by nearly two-thirds since the 1960s and 38% in the past 10 years alone. With
recommendations from the Manufacturing Task Force, which the Mayor established by Executive Order
in January 2013, the Administration is pursuing a number of initiatives to position Philadelphia to
become a hub for manufacturing. Nonetheless, Philadelphia’s largest and fastest growing sectors are
now the education and health sectors, and many Philadelphians lack the higher education or post-
secondary training necessary to compete for jobs in those sectors. It is estimated that by 2030, about
600,000 Philadelphians, nearly 39% of the current total population, will not have the skills to secure the
types of jobs that will be available in Philadelphia.’® As will be described in Goal 2, the Mayor has put
forth a plan, “Shared Prosperity”, to address these job readiness issues.

Poverty in Philadelphia disproportionately afflicts the city’s youth, the Latino community, female-
headed households, and individuals living with a disability. According to Philadelphia’s 2013 anti-
poverty plan, Shared Prosperity, approximately 39% (135,000) of the city’s children live below the

poverty line, compared to 27% (265,000) of working age adults and 17% (32,000) of seniors.
Additionally, 42% (80,000) of Hispanic or Latino residents live below the poverty line compared to 17%
(92,000) of White residents, 34% (214,000) of Black or African American residents, and 30% (28,000) of
Asian residents. Approximately 42% (193,000) of female-headed households and 40% (93,000) disabled
residents live below the poverty line. Some 1,500 families become homeless every year, including over
3,000 children. *°

Philadelphia also has the third lowest median household income of the top 20 most populous U.S.
cities.”> The median household income in Philadelphia is $35,386, 31.1% lower than the national
average of $51,371. Furthermore, 49.6% of residents make $35,000 or less annually in Philadelphia
compared to 34.8% nationally.?> The city’s high poverty rate coupled with low income indicates that
many residents are dependent on City services and that the City’s tax base is relatively weak.

Despite the high rates of poverty and relatively low median household income, as indicated in the chart
on the next page, Philadelphia has recently seen some positive trends. After 2011 marked the high
water mark in terms of poverty for Philadelphia and the Nation, poverty rates and median household
incomes have now stabilized nationally and improved in Phildelphia. Philadelphia has actually seen a
slight decrease in poverty from 28.4% in 2011 to 26.9% in 2012, and a slight increase in median
household income from $34,207 in 2011 to $35,386 in 2012.

¥ Shared Prosperity Philadelphia, 2013
%% Shared Prosperity Philadelphia, 2013
2 American Community Survey, 1-Year Estimate, 2012
2 American Community Survey, 1-Year Estimate, 2012
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Median Household Income and Poverty Rates for Philadelphia & United States
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A growing population and particularly the influx of educated young adults help stimulate the local
economy and make Philadelphia an attractive city for businesses to start, stay and grow. Nonetheless,
the high poverty rates in Philadelphia underscore the importance of maintaining City services to the
city’s neediest populations. As described in more detail in the Goal 2 Chapter, the Administration has
put a strong focus on poverty by establishing the Mayor’s Office of Community Empowerment and
Opportunity and releasing a plan “Shared Prosperity” to coordinate the City’s efforts to alleviate and
prevent poverty.

15
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THE NATIONAL AND LocAL EcoNoMIC FORECAST

In order to forecast tax revenues throughout FY15-FY19, the Office of Budget and Program Evaluation
analyzed national, regional, and local economic trends to estimate growth rates for each tax. This
chapter provides an overview of the current state of the national and city economy which serve as the
foundation for tax revenue estimates.

National Economic Forecast

Philadelphia’s economy has a direct effect on the City’s budget, as local tax revenues account for about
83% of the City’s General Fund revenue. During the recession, the downturn in the economy had a
quick and profound impact on the City’s revenues, causing significant cuts to departmental spending, as
well as increases in tax rates to ensure that the City was able to provide essential services to residents
while maintaining fiscal stability. The national economic recovery has shown signs of picking up after the
recession and related fiscal crisis, albeit slower and more unevenly than economists had expected. The
Blue Chip Consensus forecast for U.S. Real Gross Domestic Product (GDP), which provides a forecast
based on combining multiple leading separate economic forecasts, shows projected growth of 2.9% for
2014 and 3.0% for 2015, up from 1.9% in 2013, due to stronger consumer spending, an improved
housing market, and stronger export growth (resulting from growth in oil and gas production).”
Nationally, unemployment is expected to drop from 7.4% in 2013 to 6.6% in 2014 and 6.1% in 2015. The
consensus forecast projects pre-tax corporate profits to grow by 5.5% in 2014 and 5.1% in 2015.

Households are expected to show more confidence through spending; real personal consumption
expenditures are estimated to grow by 2.7% in 2014 and 2.8% in 2015, compared to 2.0% in 2013. These
growth rates would be the highest since 2006, supported by growth in both personal income as well as
the growth in household assets as real estate markets rebound. With 21% more housing starts expected
in 2014 (1.11 million) than in 2013 (920,000), and 18% growth expected in 2015 (1.31 million), real
estate development is strong. Nationally, house prices were up 7.6% in November 2013 compared to
November of 2012.** The economic forecasting firm that the City uses to help project tax growth rates,
IHS Global Insight (IHS), projects an increase of 1.5% in house prices in 2014 nationally.

Although the Bipartisan Budget Act and the recent agreement to raise the federal debt limit virtually
removed any risk of a future government shutdown, economic conditions in 2014 will be affected by
various government programs and actions, including the repeal of extended unemployment insurance
benefits, the continued roll out of the Affordable Care Act’s insurance exchanges, and the Federal
Reserve Bank’s ongoing decisions to taper its monthly asset purchasing program, which is expected to
lead to an increase in interest rates.” The sequester of $1.2 billion over 10 years that took place on

2 Blue Chip Economic Indicators. Volume 39, Number 2, February 10, 2014.

** Federal Housing Finance Agency House Price Index, January 23, 2014 Release.

% |n late 2008 the Federal Reserve began a series of large-scale asset purchases (LSAPs) of longer-term securities issued by the
U.S. government and longer-term securities issued or guaranteed by government-sponsored agencies such as Fannie Mae or
Freddie Mac. The Federal Reserve purchases the securities in the private market in order to reduce the available supply of
securities in the market, leading to an increase in the prices of those securities and a reduction in their yields. Lower yields on
mortgage-backed securities mean lower mortgage rates as well. The overall effect of the Federal Reserve's LSAPs is to put
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March 1, 2013 was expected to result in cuts to Pennsylvania funding totaling $85 billion in 2013 alone.
The Bipartisan Budget Act itself provides for $63.3 billion in sequester relief over two years, split evenly
between defense and non-defense programs, potentially resulting in some restoration of federal and
state grant funding.

Philadelphia Employment Market

Philadelphia’s economic recovery has been slower than the nation’s. Gross county product in
Philadelphia grew by 1.4% in 2012 and 0.8% in 2013 compared to GDP growth of 2.8% in 2012 and 1.9%
in 2013 for the nation. City unemployment as of November 2013 is 9.6%, down from 10.4% in November
2012, but still significantly higher than the national average of 6.6% and pre-recession levels in
Philadelphia of roughly 6.0% in November of 2007.

Employment levels and wage growth bear heavily on the financial outlook of the City because wage tax
receipts represent over 40% of the City’s General Fund revenue. Employment growth in Philadelphia
remained weak in 2013, adding only 6,000 jobs with increases in the healthcare, construction,
transportation and utilities industries largely offset by declines in government jobs.”® The
announcement of the new Comcast Technology and Innovation Center is expected to generate
economic returns for the City in terms of construction jobs, permanent jobs and real estate growth. IHS
projects total wage and salary growth in Philadelphia of 4.9% in FY14 and 5.2% in FY15.

Philadelphia Housing Market

The real estate market is rebounding more slowly within Philadelphia than in other cities, but it was not
hit nearly as hard as others by the recession. Philadelphia’s housing market values declined 21% from
peak prices in 2007 to the trough in 2011, compared to roughly 27% in New York, 34% in Washington,
DC, 39% in Chicago, and over 40% in San Diego, Los Angeles, and San Francisco.”’ Thus far, housing
market prices have recovered five percentage points in Philadelphia, implying that they have another 16
percentage points to increase before they return to pre-recession levels.”’ Most cities have recovered
more than half of the loss in value experienced.

The total number of properties in the housing stock declined slightly from 670,265 units in 2011 to
668,247 units in 2012. Home prices in Philadelphia declined by 2.4% in FY12 and 2.1% in FY13, but the
number of home sales increased by 9.2% in FY12 and 11.1% in FY13. The picture is quite different at the
neighborhood level, as significant price growth is occurring in Center City, University City, Lower North
Philadelphia, and the River Wards, while other neighborhoods are still stagnant or declining.?® IHS
projects house price growth of 3.5% in FY14 and 4.0% in FY15 and continued sales growth of 11.7% in
FY14 and 13.4% in FY15. Housing market trends are important for Philadelphia’s and the School District’s

downward pressure on yields of a wide range of longer-term securities, support mortgage markets, and promote a stronger
economic recovery.

% City of Philadelphia Budget Outlook, January 2014. IHS Global Insight.

z Philadelphia House Price Indices, January 21, 2014. Retrieved on February 28, 2013 from:
http://www.fels.upenn.edu/sites/www.fels.upenn.edu/files/fels_phpi_2013g4.pdf

28 Philadelphia Housing Index 2013 Q4. Econsult Solutions, Inc. Accessed on February 14, 2014 at:
http://www.econsultsolutions.com/wp-content/uploads/ESI-PHI-2013-Q4-JAN-2014.pdf

17



FIVE-YEAR FINANCIAL AND STRATEGIC PLAN FY15-FY19 ECONOMIC FORECAST

budget because they help determine real estate tax and the real estate transfer tax receipts, which
combined represent roughly 16% of the City’s General Fund revenue. The City has completed the Actual
Value Initiative (AVI), which involved a comprehensive reassessment of all properties in the city to
correct outdated and unfair assessments. Going forward the City anticipates reassessing real estate
values on a regular basis, such that real estate tax receipts will more accurately reflect changes in the
real estate market. AVI will be discussed in greater detail in the Goal 5 chapter.
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THE CiTY’s FY15 REVENUES

Revenues for the City from all sources of funding for all funds are budgeted to total $8.247 billion for
FY15. As shown in the following chart, the annual operating funds for all City departments, boards and
commissions consist of the following funds:

The General Fund: 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. The
General Fund represents slightly over half of the funding for total City operations. As shown in Appendix
I, roughly half of the City’s departments are funded exclusively out of the General Fund. The other half
relies on funding from a variety of sources. The sources of revenue for the General Fund are described
in detail below.

Special Revenue Funds: Special Revenue Funds are used to account for and report the proceeds of
specific revenue sources that are restricted or committed to expenditure for specified purposes other
than debt service or capital projects.

o Health Choices Behavioral Health Fund: This fund accounts for resources received from the
Commonwealth of Pennsylvania. These resources are restricted to providing managed
behavioral health care to Philadelphia residents and exclusively fund the Office of Behavioral
Health and Intellectual disAbilities. The Health Choices Behavioral Health Fund is entirely State
funded and represents roughly 11% of total City revenue.

e Grants Revenue Fund: This fund accounts for the resources received from various federal, state
and private grantor agencies and are restricted to accomplishing the various objectives of the
grantor agencies. The Grants Revenue Fund is a major source of funding for Departments and is
comprised of state funding (45%), federal funding (33%) and local and other grants (21%) for a
total of 17% of total revenue.

e County Liquid Fuels Tax Fund: This fund accounts for funds received by the Commonwealth of
Pennsylvania from the Liquid Fuels Tax and distributed to the City of Philadelphia based on the
ratio of the City’s to the total statewide consumption for the preceding three years. Revenues
must be used to pay for construction, maintenance, and repair of county roads and bridges.

e Special Gasoline Tax Fund: This fund accounts for funds received by the Commonwealth of
Pennsylvania from the Liquid Fuels and Fuels Tax and the Oil Company Franchise Tax and
distributed to the City of Philadelphia based on the ratios of mileage and population of the
municipality to the state totals. That is, 50% of the funds are distributed based on a
municipality’s proportion of local road mileage to the total local road mileage in the state, and
50% on the proportion of a municipality's population to the total population of the state.
Revenues must be used to pay for construction, maintenance and repair of roads and streets for
which the municipalities are legally responsible.

e Hotel Room Rental Tax Fund: This fund accounts for the revenues generated by the tax levied
on hotel rooms which are distributed to marketing and tourism agencies to promote tourism.
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e Community Development Fund: This fund accounts for revenues received from the Department
of Housing and Urban Development, restricted to accomplishing the objectives of the
Community Development Block Grant Program, within specific target areas. It is almost entirely
funded by the Federal Government and represents 1% of total City revenue.

e Car Rental Tax Fund: This fund accounts for revenues generated by the Vehicle Rental tax levied
on rental vehicles to pay for debt service on capital projects.

e Acute Care Hospital Assessment Fund: This fund accounts for revenues generated by an
assessment on the net operating revenues of certain General Acute Care Hospitals and High
Volume Medicaid Hospitals within the City, which the City remits to the Commonwealth of
Pennsylvania to provide medical assistance payments to hospitals within the City for emergency
department services.

e Housing Trust Fund: This fund accounts for revenues generated by fees collected by the City for
recording deeds and mortgages and notary public commissions to be used to fund programs to
assist low income homeowners, prevent homelessness and preserve and increase affordable
housing.

Enterprise Funds: Enterprise funds are used to account for the financial activity of the city’s operations
for which customers are charged a user fee.

e Water Fund: This fund accounts for the activities related to the operation of the City’s water
delivery and sewage systems. Included with the Water Fund is the Water Residual Fund. The
principal operating revenues of the Water Fund are charges for water and sewer services. The
Water Fund represents roughly 9% of total City revenue and primarily funds the Philadelphia
Water Department (PWD) but also internal services departments that support PWD, such as the
Office of Fleet Management, the Law Department, the Procurement Department, and the Office
of Innovation and Technology.

e Aviation Fun: This fund accounts for the activities of the City’s airports. The principal operating
revenue of the Aviation fund is charges for the use of the airport. The Aviation Fund represents
roughly 5% of total City revenue and primarily funds the Aviation Division within the Commerce
Department but also internal services departments that support the Aviation Division.
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FY15 Total Revenues by Fund

Community
Development Fund Aviation Fund Acute Care
1% 5% Hospital
Assessment Fund
HealthChoices Other* 2%

Behavioral Health 1%

Revenue Fund
11%

Hotel Room
Rental Tax
Fund
1%

* Other includes the Special Gasoline Fund (0.4%), the Housing Trust Fund (0.1%), Car Rental Tax Fund (0.1%), the County Liquid
Fuels Tax Fund (0.1%), and the Water Residual Fund (0.4%).

General Fund

The City’s General Fund revenues for FY15 total $4.413 billion, which is $587 million higher than the
FY14 current estimate due, in large part, to the budgeting of $700 million to allow sufficient
appropriations to deposit proceeds from the planned sale of Philadelphia Gas Works into the pension
fund and a reduction in sales tax revenues to reflect the expiration of the additional one percent sales
tax, which was passed in FY10 during the fiscal crisis. While the additional one percent sales tax was
renewed by the Commonwealth, most of the proceeds of the tax would go to the School District.
Revenue from other governments is budgeted to decline by $49 million in FY15 due to the elimination of
a one-time $45 million pass-through payment from the State to the School District in FY14. For FY15, the
Administration projects that 70% of its revenues will be generated from tax revenues paid by residents,
workers and visitors to Philadelphia; 7% from other governments, largely state and federal funding; 22%
of the City’s budget is projected to come from locally generated non-tax revenues; and the remaining
1% will come from revenue from other funds. The following chart shows the breakdown of these
revenue sources.
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FY15 General Fund Revenues by Source

Revenue from Other Revenue from Other
Governments Funds in the City
7% 1%

As was the case in municipalities across the country, the City experienced significant revenue declines
during the deep recession of 2007-2009. While tax revenues have rebounded somewhat, some tax
revenue receipts have not yet returned to their pre-recession levels. Each major tax is described below.

Major Taxes

The following chart shows the breakdown of the tax revenue sources for FY15. At 53% of overall tax
revenue, Wages and Earnings and Net Profits taxes (including the Pennsylvania Intergovernmental
Cooperation Authority portion of Wage Tax, which is technically shown as a revenue from other
governments) make up the majority of tax revenues received by the City. The second largest source of
tax revenue is the Real Property Tax (18%). The Business Income and Receipts Tax revenue is the third
largest source of tax revenue at 15% of the total. Sales Tax revenue consists of 5% of the total tax
revenue received by the City, 6% is from the Real Property Transfer Tax, and 3% is from Parking Tax.
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FY15 General Fund Tax Revenues
Business Income &

Receipts
15%

Parking Tax
2%

Other Taxes
1%

Real Property
Transfer
6%

Tax revenues in FY14 are projected to perform better than budgeted due to a significant positive
adjustment to the Business Income and Receipts Tax (BIRT). Both IHS Global Insight and other
economists thought it was reasonable to project continued growth in the BIRT rather than the decrease
that had been projected in the FY14-FY18 Plan. This is largely offset however by lower than expected
collections of Wage Earnings and Net Profits Tax year-to-date. Total tax revenues in FY15 are estimated
at $2.74 billion, a decrease of $41 million or 1.5% over FY14’s projections. The decrease is due to the
expiration of the temporary 1% sales tax that was enacted during the recession for a five year period.
The expiring 1% sales tax authority had been targeted to assist the city with the fiscal downturn and to
fully fund the deferral of $230 million of pension payments split between FY13 and FY14. General Fund
expense related to the repayment was $108 million in FY14 and will not recur. The 1% sales tax revenue
is estimated to equal $133 million in FY14. While the Commonwealth renewed the tax, it dedicated
most of the revenue to the School District of Philadelphia. The FY15 revenues also reflect an estimated
$25 million reduction in Business Income and Receipts Tax due to the tax reform legislation passed in
FY12. In FY15, base growth is projected for all major taxes consistent with consensus forecasts for the
U.S. The Five-Year Plan’s growth projections for the Wage Tax and the Net Profits were decreased in
FY14 but then increased starting in FY15. Projections for the Sales Tax and Real Estate Transfer Tax have
been slightly tempered.

The City’s tax base growth projections were developed in conjunction with a revenue forecasting
consultant, IHS Global Insight, and further refined after discussions with leading economists at a
meeting at the Federal Reserve Bank of Philadelphia hosted by the Pennsylvania Intergovernmental
Cooperation Authority. These forecasts, and the revenue estimates that they inform, are subject to
revision given the uncertainty and volatility that continue to characterize the economic situation in the
United States and globally. The proposed FY15 budget includes the continuation of wage tax cuts which
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were started in FY14 after being halted during the recession. Multiple studies and two tax reform
commissions have concluded that wage tax reductions encourage businesses to locate and expand in
Philadelphia, increasing jobs over time. The tax rates and revenue growth rate projections for the major
taxes are detailed below. In addition the tax revenue estimates from FY15 to FY19 are shown in
Appendix Il, along with the percentage change from the prior year.

Wage Tax: As the City’s largest source of tax revenue, the Wage and Earnings Tax is collected from all
employees working within city limits and all city residents regardless of work location. Currently, the
Wage Tax rate is 3.9240% for residents and 3.4950% for non-residents. The resident rate includes 1.5%
that is reserved for the Pennsylvania Intergovernmental Cooperation Authority and is counted as
revenue from other governments. PICA has overseen the City’s finances since 1992, when the State
oversight board was first established. The PICA statue permits the Authority to a “first dollar” claim on
its portion of Wage Tax proceeds, which are used to pay debt service on bonds issued by PICA for the
benefit of the City. Excluding the PICA portion, the Wage Tax is projected to bring in $1.284 billion in
FY15. This Plan includes continued reductions in the Wage Tax rate that were resumed in FY14 after
being suspended during the economic downturn. These Wage Tax cuts are intended make the City
more competitive and lead to job growth. The proposed Wage Tax rates for FY15 are 3.9200% for
residents and 3.4915% for nonresidents. The level of cuts to the Wage Tax rates increase over the
course of the plan as the economy is projected to continue to recover. By FY19, the rates will be
3.7460% for residents and 3.3365% for non-residents. Although the Wage Tax cuts have been reduced
relative to the FY14-FY18 plan due to challenges faced in balancing the Plan, the value of the Wage Tax
cuts total $166 million over the course of the plan, on par with the cuts in last year’s Plan.?

Wage Tax receipts for FY13 were 3.57% above FY12 (compared to a projection of 4.5%) and year-to-date
receipts for FY14 through January were up 1.92% compared with the same period in FY13. Wage and
Earnings Tax revenue was originally projected to grow at a rate of 3.59% in FY14 and is now projected to
grow at 1.75% in FY14 to better reflect receipts to date as well as input from IHS and economists
convened at the Federal Reserve Bank. That slower than anticipated growth in wage tax revenues
presents a major challenge for the City as it means that collections for FY14 and FY15 are now projected
to be a combined more than $60 million below the amount projected in the FY14-FY18 Five-Year Plan.
Growth levels above 3% are projected for FY15 through FY19, as economists project that the economy
will continue to strengthen.

*® The FY14 Five-Year Plan had projected wage tax rates to reduce to 3.8140% for residents and 3.3460% by FY18
compared to 3.8224% and 3.4046% respectively in the current plan.
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Wage and Earnings Tax
Fiscal Resident Tax | Non-Resident Proposed E:stlmated
Growth in Tax
Year Rate Tax Rate
Revenue

2014 3.9240% 3.4950% 1.75%
2015 3.9200% 3.4915% 3.68%
2016 3.9102% 3.4828% 3.74%
2017 3.9004% 3.4741% 3.56%
2018 3.8224% 3.4046% 3.27%
2019 3.7460% 3.3365% 3.11%

Real Property Tax: The Property Tax is the City’s second largest source of tax revenue, estimated to
contribute 18% (or $547.4 million) of total FY15 tax revenues. This tax is levied on the assessed value of
residential and commercial property in the city.

As described in the previous chapter, the City has recently completed the Actual Value Initiative (AVI),
which entailed reassessing every property in the City to ensure fair and accurate assessments. As
properties were previously assessed at only a fraction of their actual value, and assessments had often
not kept up with changes in value, this process resulted in a substantial increase in citywide property
assessed value. The FY14 City and School District combined Property Tax rate was reduced from 9.771%
to 1.34% in order to generate the same amount of current year revenue in FY13 and FY14, while
allowing for a $30,000 homestead exemption and relief measures equal to $20 million to lessen the
hardship experienced by homeowners who saw increases in their tax assessments because their
properties had been undervalued relative to other properties prior to the reassessment.

The estimated current Property Tax revenue for the City is projected to be $503.2 million in FY15. This
reflects the net effect of the Property Tax rate set at 1.34%, relief measures, increased collections
efforts (further described in Goal 5 chapter), as well as the impact of outstanding appeals on property
tax assessments. In 2013 Council passed an ordinance allowing property owners not to have to pay an
increase in their FY14 property taxes so long as they had an appeal outstanding. There are roughly $48
million of appeals outstanding ($26 million for the School District and $22 million worth for the City),
which represents the dollar value of the difference between the 2013 and the 2014 taxes on the
property assessment for all properties with an outstanding appeal. The Board of Revision of Taxes
anticipates completing its review of these appeals over the course of the next 18 months. The current
FY14 estimate was revised downward based on the level of appeals. The estimated current property tax
revenue for FY15 reflects potential losses associated with those claims as well as a percentage of
increased value due to appeal wins. Adjusting for the impact of appeals, the real estate tax is projected
to grow 2.9% in FY15. Due to the volume of claims, the first reassessment of properties since the
reassessment under AVI will occur in FY15 and apply to tax revenues due in FY16.
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Property Tax

Proposed

Estimated
Fiscal School District Growth in Tax
Year City Tax Rates Tax Rate Total Tax Rate Base
2014 0.6018% 0.7382% 1.34% 0.00%
2015 0.6018% 0.7382% 1.34% 1.25%
2016 0.6018% 0.7382% 1.34% 3.00%
2017 0.6018% 0.7382% 1.34% 3.00%
2018 0.6018% 0.7382% 1.34% 3.00%
2019 0.6018% 0.7382% 1.34% 3.00%

Business Income and Receipts Tax (formerly the Business Privilege Tax): The Business Income and
Receipts Tax (BIRT) is expected to produce 15% (or $453.2 million) of total tax revenue in FY15. Although
this Five-Year Plan projects FY15 BIRT revenue to be higher than pre-recession collections of $436.4
million in FYO7, BIRT revenue is expected to decline in FY16 to $444.6 due to tax changes described
below before showing steady growth to $480.0 million by FY19. Under current rates businesses pay
6.43% of net income and 0.1415% on gross receipts. There are modified rates for financial institutions,
public utilities, some manufacturers, wholesalers, and retailers. The City reduced BIRT rates each year
from FY96 through FY09 until the economic collapse forced it to freeze those rates. In FY12, BIRT reform
legislation was passed by City Council and signed by the Mayor, which incorporated several changes
intended to help businesses grow in Philadelphia. These tax changes are intended to help businesses in
Philadelphia by eliminating disincentives to locate in Philadelphia, and by lowering costs associated with
starting a new business in the city. The tax changes total more than $240 million of foregone revenue
under the Five-Year Plan. Under Bill 110548, the business privilege license fee for all businesses was
eliminated in FY14. In addition, business taxes were eliminated beginning in FY13 for the first two years
of operations for all new businesses that employ at least three employees in their first year and six in
their second. Bill 110554 provides for across the board exclusions on the gross receipts portion for all
businesses scaled in over a three year period beginning in FY15 and reductions in the net income portion
of the BIRT. The first reduction of the net income portion of the BIRT occurred in FY14 when the rate
was reduced from to 6.43% from 6.45% in FY13. By FY19, the rate will be reduced to 6.25%. When the
exclusions are fully phased in, the first $100,000 of receipts will be excluded. Lastly, the bill calls for
implementation of single sales factor apportionment. This enables businesses to pay BIRT based solely
on sales, not on property or payroll. By taxing property and payroll, the BIRT previously had provided
disincentives to firms to locate in the city. BIRT tax revenues grew by 15.8% in FY13, far exceeding the
projection of 3.0% and are anticipated to increase 3.0% annually.
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Business Income and Receipts Tax
Net Proposed

Fiscal Income Gross Receipts Estimated Growth
Year Tax Rate Rate in Tax Revenue
2014 6.43% 0.1415% 3.00%

2015 6.41% 0.1415% 3.00%

2016 6.39% 0.1415% 3.00%

2017 6.35% 0.1415% 3.00%

2018 6.30% 0.1415% 3.00%

2019 6.25% 0.1415% 3.00%

Sales Tax: For FY15, the Sales Tax is expected to produce 5% or $275.7 million of total tax revenue, of
which $155.7 million will go to the City and $120.0 million will, per State legislation, be allocated to the
School District. In October 2009, a temporary increase raising the local share of the Sales Tax from 1%
to 2% was passed by the Commonwealth, which was scheduled to sunset on June 30, 2014. Per state
legislation in 2013, the Sales Tax rate will remain at 2% starting in FY15, and $120 million of Sales Tax
revenue must be transferred to the School District of Philadelphia. The remainder must be directed to
debt service on deficit borrowing ($15 million annually) for the School District and the City’s pension
fund. However City Council President Clarke and the Mayor are advocating that the new Sales Tax
revenues be divided evenly between the School District and the City, with the City portion being
dedicated to the pension fund. They are also advocating for the State to authorize the cigarette tax
legislation passed by City Council and signed by the Mayor last year. Any change to the application of
the new one percentage point increase from that described in State legislation would again require a
legislative change in the General Assembly of the Commonwealth. The Five-Year Plan reflects the
current State legislation to allocate $120 million of incremental revenue from the one percentage point
increase in the sales tax to the School District and allocate the remainder to fund a 4-year deficit
borrowing for the School District after which remaining funds go to the City’s pension fund. Should the
General Assembly change the allocation to the 50-50 split, discussed above, the budget will be changed
accordingly.

The Sales Tax grew by 1.59% in FY13 compared to a forecast of 2.26%. Year-to-date receipts through
January, 2014 show 2.92% growth over the same period in FY13. The Sales Tax forecast for FY14 was
revised downward from 5.03% to 3.25% based on receipts to date, forecasts from the revenue
consultant, and conversations with experts convened by Pennsylvania Intergovernmental Cooperation
Authority at the Federal Reserve Bank of Philadelphia. Sales Tax growth is projected to grow steadily by
over 3% for FY15 through FY19.
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Sales Tax
Proposed

Fiscal Local Tax | Estimated Growth
Year Rate in Tax Revenue
2014 2.00% 3.25%

2015 2.00% 3.67%

2016 2.00% 3.57%

2017 2.00% 3.78%

2018 2.00% 3.70%

2019 2.00% 3.43%

Real Estate Transfer Tax (RTT): The City imposes a 3% tax on real property sales, and an additional 1% is
charged by the Commonwealth of Pennsylvania, for a 4% total Real Estate Transfer Tax (RTT). The RTT is
estimated to provide 18% of total revenue for a total of $176.6 million in FY15, down from a high of
$236 million in FYO6.

Reflecting the recent turnaround in the housing market, the RTT grew by 24.0% in FY13 compared to a
projected growth of 10%. Year-to-date receipts through January for FY14 show 8.3% growth over the
same period in FY13. The RTT was originally projected to grow at 10.0% and is now projected to grow at
8.5%. Real Estate Transfer Tax is expected to have growth rates of 10.0% through FY15 and ramp down
to 3% by FY18. This level of growth results in a projection of Real Estate Transfer Tax revenues of $204.5
million by FY19, still well below the $236 million in transfer tax revenues collected in FY06.

Real Estate Transfer Tax
Proposed

Fiscal Estimated Growth
Year Tax Rate in Tax Revenue
2014 3.00% 8.50%

2015 3.00% 10.00%
2016 3.00% 6.00%

2017 3.00% 3.00%

2018 3.00% 3.00%

2019 3.00% 3.00%

Net Profits Tax: The City imposes a tax on the net profits of non-incorporated businesses. These include
businesses that are organized as individuals, partnerships, associations, or estates and trusts. The Net
Profits Tax represents 0.7% of total revenue for a projected total of $20.5 million in FY15. Similar to the
Net Income portion of the BIRT, the Net Profits tax rate is scheduled to decrease from 3.9240% for
residents and 3.4950% for non residents in FY14 to 3.7460% for residents and 3.3365% for non residents
by FY19. Net profits Tax revenue grew by 65.1% in FY13. Year to date receipts are not yet indicative
since the majority of Net Profits Tax is collected in the fourth quarter of the fiscal year. Growth in the
Net Profits Tax is projected at 6.27% in FY15, tapering down to 4.03% by FY19.
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Net Profits Tax
Proposed Estimated

Fiscal Resident Tax | Non-Resident Growth in Tax
Year Rate Tax Rate Revenue
2014 3.9240% 3.4950% 6.02%

2015 3.9200% 3.4915% 6.27%

2016 3.9102% 3.4828% 6.10%

2017 3.9004% 3.4741% 4.33%

2018 3.8224% 3.4046% 4.17%

2019 3.7460% 3.3365% 4.03%

Parking Tax: The Parking Tax is levied on the gross receipts from all parking transactions. Parking Tax
revenue is projected to total $76.9 million in FY15.

Locally Generated Non-Tax Revenues

After taxes the second largest portion of the City’s General Fund revenues comes from locally generated
non-tax revenue which represents 22% of General Fund revenues. Locally generated non-tax revenues
are projected to generate 22% of the FY15 budget. Locally generated revenues include various fees,
fines, permits and other charges assessed by the City. In FY15 the City is projecting to collect $972.5
million compared to a current estimate of $309.0 million in FY14 and $266.2 in FY13. The large increase
in non-tax revenue is due to the inclusion of $700 million from the sale of Philadelphia Gas Works (PGW)
to allow sufficient appropriations to make a deposit to the City’s pension fund after defeasing PGW’s
debt, putting aside funds for other liabilities, and reserves for residual risks.

Revenues from Other Governments

State and Federal governments represent 7% of total General Fund revenues. Excluding the wage tax
revenue received from PICA ($320 million in FY14 and $335 million in FY15) and transferred to the City,
which is reflected in the chart as tax revenue but technically considered revenue from other
governments, the FY15 budget projects that revenue from other governments will total $300.1 million
compared to current estimate of $349.3 million in FY14 and $337.5 million in FY13. This decrease in
revenues from other governments between FY14 and FY15 is due to the elimination of a one-time $45
million pass-through payment from the State to the School District in FY14. The FY15 contributions
include $211.6 million from the Commonwealth of Pennsylvania and $32.2 million from the Federal
government. Most of the funding from the Commonwealth is Wage Tax Relief ($86.3 million) and
Pension Aid ($67.5 million), as well as reimbursement for programs in the Department of Public Health.
The largest source of Federal funding in the General Fund is reimbursements for the Philadelphia
Nursing Home which totals $20.5 million in FY15.
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Revenue from Other Funds

Revenues from other funds primarily consists of payments to the General Fund by the Grants Fund (911
Surcharge) and Enterprise funds (Water and Aviation Funds) for services performed by other City
agencies. This makes up a small percentage of the revenues at 1% and is projected to be $66.1 million in
FY15 compared to $66.9 million in FY14 and $46.8 million in FY13.
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THE CiTY’s FY15 EXPENDITURES

The proposed FY15 expenditures for all operating funds total $8.247 billion, up from $7.246 billion in
FY14. The proposed FY15 General Fund expenditures total $4.49 billion, a $496 million increase (12.4%)
from FY14 estimates primarily as a result of the expected one-time payment of $700 million to the
Pension Fund from the proceeds of the sale of Philadelphia Gas Works (PGW) somewhat offset by the
completion of the $108 million pension payment deferral debt service in FY14, the elimination of over
$69 million in one-time back wage and health care costs in FY14 associated with the withdrawal of the
appeal against the 2009 International Association of Firefighters Local 22 award, and the elimination of
the one-time $29.2 million of sale proceeds anticipated from the sale of Love Park Garage, and the
elimination of the one-time $45 million pass-through payment from the State to the School District in
FY14. Excluding those large one-time items, expenditures are budgeted to increase by $47 million, $29
million of which is due to rising pension and debt service costs. The remaining $18 million represents an
increase of only 0.5%. Proposed expenditures in FY16 are $3.849 billion increasing to $4.026 billion in
FY19.

The chart below shows a breakdown of total FY15 expenditures for all funds by class. Wages and
benefits combined represent 45% of expenditures, followed by contracts and leases (38%), and debt
service (6%). In FY15 24% of the total budget is for employee benefits, compared to 18% in the proposed
FY14 budget. This large increase is due to the one-time pension contribution appropriation of $700
million resulting from the anticipated sale of PGW.

FY15 Proposed All Funds Expenditures by Class
Total Amount of Funds: $8.427 billion

Advances and
Payments to Miscellaneous
Contributions, Debt service other funds/ Payments
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The chart below shows the breakdown of FY15 General Fund expenditures by class for FY14 through
FY19. As with prior years, the largest costs to the City’s budget pay for City employees, who design,
manage, and implement the programs and services upon which residents depend. The combined
personal services and employee benefits categories account for $3.232 billion, or 72% of the total
budget in FY15. The chart below demonstrates the impact of the one-time $700 million pension
payment appropriation in FY15 on both the total and the distribution of General Fund expenditures
compared to other years. In FY15, employee benefits, including pensions, represent 40% of General
Fund expenditures, compared to 30-31% in other years resulting in over $1.8 billion spent on employee
benefits compared to typical values of $1.2 billion.

FY15 Proposed General Fund Expenditures by Class
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The next chart shows total expenditures for all funds broken down by Goal rather than class. The lion

share of the City’s total budget, including all funds, is spent on achieving the Mayor’s goals as follows:

Goal 1: Philadelphia becomes one of the safest Cities in America — 21% of total expenditures,
including $633 million for the Philadelphia Police Department, $591 million for the Department
of Human Services, $240 million for the Philadelphia Prison System, $229 million for the Fire
Department, and $33 million for the Department of Licenses and Inspection.

Goal 2: The education and health of Philadelphians improves — 22% of total expenditures,
including $1.201 billion for the Office of Behavioral health and Intellectual disabilities, of which
over $900 million comes from the Health-Choices Behavioral Health Revenue Fund; $356 million
for the Department of Public Health; $92 million for the Office of Supportive Housing; and $46
million for the Free Library.

Goal 3: Philadelphia is a place of choice — 5% of total expenditures, including $168 million for
the Airports funded entirely out of the Aviation Fund; $166 million for the Office of Housing and
Community Development all but $3 million of which is funded by the Community Development
Fund and the Grants Revenue Fund; and $84 million for the Department of Commerce.

Goal 4: Philadelphia becomes the greenest and most sustainable city in America — 8% of total
expenditures, including $384 million for the Water Department funded entirely by the Water
Fund and the Water Residual Fund, $180 million for the Streets Department, the City’s $70
million subsidy payment to SEPTA, $62 million for the Department of Parks and Recreation, and
$2.4 million for the Mayor’s Office of Transportation and Utilities.

Goal 5: Philadelphia government work efficiently and effectively, with integrity and
responsiveness — 11% of total expenditures, including $154 million for the Office of Innovation
and Technology, $139 million for the Department of Public Property; $81 million for the
Managing Directors office, $76 million for the Fleet Department, $59 million for the Revenue
Department, and $21 million for the operating costs of the Office of the Director of Finance.

FY15 Proposed All Funds Expenditures by Goal
Total Amount of Funds: $8.427 billion

.Debt fService Independent

(including lease Officials
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The chart below shows the $4.491 million General Fund broken down by goal. In FY15, given the large
pension payment, 40% of proposed expenditures will go towards employee benefits; 6% will be spent on
debt service; and 4% on independent officials. The remaining 50% of the budget, the spending over
which the Administration has primary control, will be spent on core City services in pursuit of the
Mayor’s five key goals as described further below.

FY15 Proposed General Fund Expenditures by Goal
Total Amount of Funds: $4.491 billion

Debt Service Independent
(including lease Officials
debt) 4%

6%

Goal 3
1%
Goal 4

Employee Benefits: Employee benefits have grown much more quickly than the City’s revenues and
other expenditures, which means that more and more of the City’s budget in not available to pay for
services. The rapidly escalating costs of pensions, combined with the Pension Fund’s declining health — it
is now less than 50 percent funded — make pensions perhaps the most significant financial challenge
facing the City.

For this reason, it is crucial that the City’s collective bargaining agreements address this issue. In
designing proposals for collective bargaining agreements, the City has balanced providing fair contracts
to employees with the need to have labor costs that are fair to the taxpayers of the City and to ensure
that the City is able to provide quality services. A key to those proposals is slowing the rising costs of
benefits.

Pension changes were made under the recently negotiated contract with AFSCME District Council 47,
which allows new employees to choose Plan 10 — the City’s hybrid plan that has both a traditional
defined benefit pension and a 401(k)-style element — or remain in the current pension plan and increase
their contribution to the plan from 2% to 4% of total pay. The interest arbitration awards with the
Fraternal Order of Police, Lodge 5 and the International Association of Firefighters, Local 22 also give
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new employees the option to participate in the current defined benefit pension plan with an increase to
their contribution from 5% to 6% or to participate in a hybrid plan which comprises both a defined
benefit plan and a voluntary defined contribution plan. An additional award gave the same pension
provision for new Deputy Sheriffs and required that all new employees of the Register of Wills enter a
hybrid plan. Awards for Correctional Officers and Probation Officers required that all new employees go
into the hybrid plan. The Correctional Officer award also required all employees to increase their
contribution to the Pension Fund. See the “Labor” chapter for a further discussion of the collective
bargaining agreements.

In addition, the City is taking multiple other steps to restore the health of the Pension Fund. As shown in
the following chart, this Five-Year Plan reflects major investments in the pension. Pension payments in
FY15 total $1.278 billion compared to $668 million in FY14. This increase is the result of the following
significant changes in FY15:

e As mentioned above, 100% of the proceeds from the sale of PGW, after paying off PGW debt
and other obligations and setting up appropriate reserves, will be allocated as a one-time
payment to the pension fund in FY15.

e The Pension Board has lowered the assumed rate of return to 7.85% from 7.95% in FY14 and
8.75% since the beginning of the Nutter Administration. Partially as a result of this change in
assumed rate of return, the minimum municipal obligation (MMO) of the City to the pension
fund for all funds increased from $533.4 million in FY14 to $556.1 million in FY15, which is
reflected in this Five-Year Plan. The reductions in earnings assumptions allow funds to
moderate risk of the investments, which can also reduce the likelihood of losses.

e The City is proposing to use incremental sales tax revenue to pay for pensions. The City has
received authorization from the State to maintain the sales tax at 2% in FY15. Under state
legislation, the rate was to return from 2% to 1% in FY15. Per the State legislation, the School
District would receive an additional $120 million worth of sale tax revenue revenues beginning
in FY15. For FY15 through FY18, the next $15 million in revenue from the sales tax would go to
pay debt service on a borrowing to provide the School District $50 million in FY14. Any funds
beyond that $135 million would go to the City’s pension system. This accounts for an increase in
the City’s contribution to the pension fund of $2.8 million in FY15 rising to $38.9 million by FY19.
Mayor Nutter and City Council President Clarke recently announced that they would support an
alternative plan under which the new sales tax revenues would be divided evenly between the
School District and the City, with the City portion being dedicated to the pension fund, and
revenue from a new cigarette tax, which has been enacted locally but requires state approval,
would be dedicated to the School District. This Five-Year Plan reflects the allocation of the
additional sales tax revenue per the State legislation, as any change to the application of the
new 1% increase requires legislation in the General Assembly of the Commonwealth.
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General Fund Pension Costs - Actuals and Projected
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Debt Service: Debt service represents 6% of the total FY15 General Fund proposed budget. This includes
debt service on General Obligation bonds, tax and revenue anticipation notes and long term contracts
and leases. See the Debt Management chapter for a further discussion on the City’s debt.

Independent Officials: The FY15 proposed budget for Independent Officials is $248 million representing
4% of General Fund expenditures. This includes $106.1 million for the First Judicial District; $33.2 million
for the District Attorney’s office; $18.5 million for the Sheriff’s Office, which reflects $1.2 million in
additional funding to hire 30 additional Deputy Sheriffs needed for the new Family Court Building; $15.8
million for City Council; $9.4 million for City Commissioners; and $7.7 million for the office of the
Controller.

Goals: The remaining 50% of the FY15 proposed General Fund budget, including $22 million in new key
investments, is spent on the Mayor’s five goals as follows:

e Goal 1: Philadelphia becomes one of the safest Cities in America — 26% of General Fund
expenditures. This includes investments to maintain a police force of 6,525, adequately staff the
Philadelphia Prison System assuming a census of 8,700 inmates, and pay firefighters according
to the new contract. This also includes $2.0 million in new funding for the Licenses and
Inspection to hire additional inspectors to strengthen demolition controls to ensure safe public
and private demolitions.

e Goal 2: The education and health of Philadelphians improves — 7% of General Fund
expenditures, including $2.5 million for the Free Library to provide 6-day service at all branches
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throughout the City and to increase funding for materials; $500,000 in additional funding for
Community College of Philadelphia to help offset tuition increases; $1.0 million to the Office of
Supportive Housing to continue compensating for federal sequestration cuts.

e Goal 3: Philadelphia is a place of choice — 1% General Fund expenditures, including $3 million
for the Office of Housing and Community Development, $2.7 million for the Department of
Commerce, $2.23 million for the City Planning Commission, and over $8 million for arts and
culture related spending, such as $500,000 in new funding to the Mann Music Center to fund
continued operations at this important cultural institution in the City.

e Goal 4: Philadelphia becomes the greenest and most sustainable city in America — 5% of
General Fund expenditures, including $117 million for the Streets Department, a $70 million
contribution to the South East Pennsylvania Transportation Authority (SEPTA), and $52 million
for the Department of Parks and Recreation. The FY15 proposed budget allocates $500,000 in
new funding to Parks and Recreation to fund expanded programs at recreation centers in
neighborhoods throughout the City.

e Goal 5: Philadelphia government work efficiently and effectively, with integrity and
responsiveness — 11% of General Fund expenditures, which covers the cost of all of the City’s
administrative functions. New investments in the proposed FY15 General Fund budget related
to this goal include $2.0 million for the Fleet Department to replace aged vehicles in the Police
Department and other operating departments; $3.3 million for the Office of Innovation and
Technology to fund operating costs associated with significant technology upgrades occurring at
the City and to fund the one-time $1.5 million Data Center Cooling System upgrade; $1.9 million
for the Office of Property Assessment to fully fund the property assessment function; and
$500,000 to the newly created Land Bank for one-time start up costs.

Taken together with the City’s revenue and obligation projections, these investments result in a
projected General Fund balance level of $50 million in FY15, which decreases to a low of $24 million in
FY16 and increases to $72 million by FY19. As discussed in the Fund Balance Trends and Projections
chapter, this is well below the City’s target of having an unreserved fund balance of roughly 6-8% of
General Fund expenditures, which in FY15 would represent $270-5359 million or $227-5303 million
excluding the $700 million one-time pension payment.

38



FIVE-YEAR FINANCIAL AND STRATEGIC PLAN FY15-FY19 LABOR

LABOR

The City is committed to reaching collective bargaining agreements with each of its unions that are fair
to both employees and other taxpayers. Those agreements need to balance pay increases for
employees with essential reforms that will allow the City to bolster its Pension Fund, make common
sense changes to overtime and provide the City with the flexibility to manage the size of the workforce
during times of economic distress through furloughs (days off without pay) or temporary layoffs, rather
than having large numbers of employees lose their jobs. Pension reforms are essential, as pension costs
have increased from 7% of the budget in FYO4 to 17% in FY14, diverting funds from key services to
pension costs. At the same time, the Fund’s health weakened, with its funding percent dropping from
55% FY08 to just over 48% in FY13. The City’s proposed overtime changes are also essential, as they
would bring common sense to the City’s work rules, as the City has done for its non-represented
employees and other employee groups. For example, time spent on sick leave would not count towards
overtime hours. In this Five-Year Plan, $375.6 million is being set aside over five years to fund the
recently negotiated agreement with American Federation of State, County and Municipal Employees
(AFSCME) District Council 47 (DC 47) and future labor agreements for American Federation of State,
County and Municipal Employees (AFSCME) District Council 33 (DC 33), International Association of Fire
Fighters Local 22 (IAFF), and the Fraternal Order of Police Lodge No. 5 (FOP), as well as wage increases
for non-represented employees. In comparison, the FY14-FY19 Five-Year Plan included $95 million to
fund future labor agreements. These agreements need to include the Administration’s proposed
reforms and need to be fair to employees and other taxpayers.

As of December 2013, the City employed 27,819 employees, of whom 23,149 were represented by one
of the City’s five municipal unions as follows: 6,480 uniformed police officers, 227 employees of the
Sheriff’s Office, and 60 employees in the Register of Wills are represented by the FOP in two separate
bargaining units; 2,174 fire fighters and paramedics are represented by the IAFF; 10,249 employees,
including 866 Crossing Guards, 2,244 Correctional Officers and 21 Office of Housing and Community
Development employees, are represented by DC 33; and 3,959 employees, including 583 Court
employees, are represented by DC 47 under three separate bargaining units. Non-uniformed employees
bargain under Act 195 of 1972, which allows for the right to strike over collective bargaining impasses.
Certain employees, including employees of the Sheriff’s Office and the Register of Wills, corrections
officers who are represented by DC 33, and employees of the First Judicial District represented by DC 47,
are not permitted to strike, but may proceed to interest arbitration under Act 195. Uniformed
employees bargain under Pennsylvania Act 111 of 1968, which provides for final and binding interest
arbitration to resolve collective bargaining impasses; they are not permitted to strike.

Labor costs are critical to the fiscal health of the City as employee health and pension benefits are the
largest and fastest growing expenditures in the City’s budget. In FY15, employee benefits (including
pensions) will comprise 40% of the proposed budget expenditures. This figure is inflated by the $700
million pension payment appropriation using the proceeds of the anticipated sale of PGW. Excluding this
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payment, employee benefits would represent 29% of expenditures. As spending on employee benefits
grows, spending on City services continues to be squeezed. In order to address the challenges these
long-term structural costs present, the City has made cost-saving changes in the City-administered
health benefit programs and sought changes to its labor contracts in the areas of health and pension
benefits to reduce costs and risk to the General Fund. These changes include introducing hybrid pension
plans with defined benefit and defined contribution components, increasing employee contributions to
pensions, moving to self-insurance for health benefits and increasing co-pays. In order to reduce or
eliminate the need for permanent layoffs in future economic downturns, the City has also sought
increased flexibility in its personnel rules to make furloughs, or temporary layoffs, a viable alternative.

The City’s labor agreements with its four major unions — FOP, IAFF, DC 33, and DC 47 — expired on June
30, 2009. An interest arbitration award to the FOP for police was made in FY10 covering the period FY10
through FY14 with a re-opener award issued in FY13. On February 25, 2014 the City came to an
agreement with DC 47 for a contract term FY10 through FY17. The contract with DC 33 remains
outstanding, and an interest arbitration is on-going for a new contract with Local 22 to be effective July
1, 2013. Interest arbitration awards covering employees of the Sheriff's Office and Register of Wills,
corrections officers and youth detention counselors and court employees through FY14 were issued in
2011 and 2012. Negotiations for successor agreements to begin July 1, 2014 have begun for police,
employees of the Sheriff’s Office and Register of Wills and corrections officers and youth detention
counselors and the City is in the arbitration process with the IAFF. The information below summarizes
the reforms achieved and provides an update on the status of negotiations.

Fraternal Order of Police (FOP) Lodge No. 5

The 2009 FOP interest arbitration award introduced a new hybrid pension plan with defined benefit and
defined contribution components for police officers and gave new hires the option of participating in
this new plan or paying an additional 1% of pay to enter the existing plan. FOP members now choose
between either increasing their pension contribution from 5% to 6% of pay or enrolling in the new
hybrid pension plan. The hybrid pension plan combines a traditional defined benefit plan with a more
sustainable level of benefits, and a voluntary 401(k)-like defined contribution plan. The plan reduces the
risk to the City’s Pension Fund of poor market returns and is unprecedented for uniformed employees in
any major city in the country. Meanwhile, increased employee pension contributions provide General
Fund savings for the City. The FOP’s health plan moved to self-insurance in FY11. Under self-insurance,
the health fund pays for the actual cost of services provided to members, instead of paying a premium
to an insurance carrier based on expected claims. The FOP’s change is similar to the change the City
made in FY10 with the City-administered health insurance plan. The award also ordered increases in co-
pays for doctor's visits and prescription drugs. Changes in the health care provisions in 2008 and 2009
awards have resulted in savings to the City in excess of $50 million. The City gained the right to furlough
(a day off without pay) employees up to 30 days each fiscal year. Because the contract expires on June
30, 2014, the parties have exchanged proposals for a successor collective bargaining agreement to take
effect July 1, 2014.
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FOP Deputy Sheriff and Register of Wills

A five year interest arbitration award with the FOP covering the unionized employees of the Sheriff’s
Office and Register of Wills was issued on June 21, 2011, covering FY10 through FY14. This award
introduced a new hybrid pension plan with defined benefit and defined contribution components for
new hires as well. New employees of the Sheriff's Office have to choose between entering into the
existing municipal pension Plan 87 and increasing their contribution to 50% of normal cost from 30% of
normal cost, or going into a new hybrid plan, which is similar to the new hybrid plan put in place for
police employees under that award. Register of Wills employees hired after the date of the award must
enter the hybrid plan. The award was the first that required City employees to enter the hybrid plan.
Employees of the Sheriff's Office participate in the FOP’s health plan. This award continued that
arrangement, along with the same funding terms and benefit plan changes as the police award. Register
of Wills employees will continue to participate in the City-administered health plan. Because the
contract expires on June 30, 2014, the FOP has submitted proposals for a successor collective bargaining
agreement to take effect July 1, 2014.

International Association of Fire Fighters (IAFF), Local 22

On July 2, 2012, a four year interest arbitration award with the IAFF was issued to cover FY10 through
FY13. This award cost more than $200 million over the Five-Year Plan at the time and would have
resulted in negative fund balances. As a result, the City appealed the award on the basis of the lack of
the ability to pay. Because of ongoing economic recovery, the City determined that it was able to cover
the cost of the award so withdrew its appeal and implemented the terms of the award. Similar to the
pension changes made in the arbitration award with the FOP, new IAFF members as of October 15,
2010, must choose between increasing their pension contribution from 5% to 6% of pay or enrolling in a
new hybrid pension plan. The City was also given the option to change the heath plan funding
arrangement to self-insurance similar to the FOP arrangement. Because the contract for which the City
withdrew its appeal expired on June 30, 2013, negotiations are underway for a new contract to begin on
July 1, 2013. A new interest arbitration panel has been established and hearings have been conducted.

AFSCME District Council 33 (DC 33)

After having spent nearly five years in negotiations, the City has been unable to reach an agreement
with DC 33. On January 16, 2013, the City made a final offer to DC 33 for a contract to run July 1, 2009
through June 30, 2014. The City's offer included wage increases of 2.5% following ratification and an
additional 2% effective in January 2014 and restoration of step and longevity increments prospectively
following ratification, along with $25 million in additional payments to the union managed health fund.
Under the City's proposal, the City's per employee per month contribution to the union's health fund
would remain at $975.76 for the term of the contract with the health fund using the lump sum
payments to offset any cost increases it has experienced. The City also proposed two pension changes:
(1) to require all new employees to enter Plan 10; and (2) increased pension contributions from current
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employees as was ordered for corrections officers represented by DC 33. Additionally, the City proposed
changes in overtime rules based on the changes made in FY13 for non-represented employees and
those represented by Local 2186 of DC 47 and the right to furlough employees when economic
circumstances warrant, similar to the FOP award. The City estimates the Five-Year Plan cost of its final
offer at more than $36 million. When DC 33 rejected this offer, the Mayor gave DC 33 two weeks to
reconsider its refusal, but subsequent discussions were unproductive.

On February 1, 2013, the City filed an action in the Court of Common Pleas of Philadelphia County,
asking the court for a declaration that the City has the right to implement its final offer for the currently-
expired contract. The case continues in the Court of Common Pleas with the case expected to go to trial
in spring 2014. During the period of litigation, the City is maintaining the status quo on the issues that
separate the parties. The FY15-FY19 Five-Year Plan includes the cost to implement the final offer to DC
33. The forecasted statements do not include any additional potential changes above the estimated $36
million final offer referred to above because management expects to prevail in the City’s filed action in
the Court of Common Pleas. The Administration is committed to having reasonable collective bargaining
agreements that are fair to both taxpayers and the City’s employees in place as early as possible. Those
contracts must, however, be affordable in the short-term and provide long-term reform.

District Council 33 Corrections' Officers and Youth Detention Counselors

On March 16, 2012, an arbitration panel issued an award for FY09 through FY14 covering approximately
2,100 prison guards and related employees of the City who are part of DC 33 which provided the City
with significant savings opportunities similar to those the City is seeking in its negotiations with DC 33.
All new hires are required to enter into the new hybrid pension plan. Additionally, current employees
will be required to make increased contributions for their pension plans. It is estimated that employees
covered under Plan 87 (further described under “Municipal Pension Fund”) will see an increase from
30% of normal cost to 50% of normal cost, which will increase the employee contribution by over 1% of
salary. Employees in Plan 67 (further described under “Municipal Pension Fund”) will also pay 50% of
normal cost, but will no longer receive an offset while contributing toward FICA, which will increase the
employee contribution by 2% of salary. Implementation of these changes awaits City Council action.
Paid leave hours other than vacation no longer count as hours worked when determining when
overtime is due. The union has filed a petition to vacate a portion of the award, which is still pending.
Because the contract expires on June 30, 2014, the parties have exchanged proposals for a successor
collective bargaining agreement to take effect July 1, 2014.

AFSCME District Council 47 (DC 47)

The City reached an agreement with DC 47 on February 25, 2014 for a contract term from July 1, 2009
through June 30, 2017. The new contract provides no retroactive pay increases. Members will receive a
ratification bonus of $2,000 per person as well as wage increases of 3.5% 30 days after ratification and
across the board wage increases of 2.5% effective July 1, 2015 and 3% effective July 1, 2016. In terms of
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pensions, current employees will see their employee contributions rise by 1% of pay by January 1, 2016.
Employees hired after the ratification of the contract can choose Plan 10 — the City’s hybrid plan that has
both a traditional defined benefit pension and a 401(k)-style element — or they can remain in the current
pension plan and pay 1% more than current employees toward their pensions. By Jan. 1, 2016, new
employee contributions for employees who choose the current plan over Plan 10 will be 2% of pay more
than employees currently contribute for a total of about 4% of pay. Under the agreement, starting in
2015, sick time will no longer be counted as hours worked when determining when overtime is due on a
weekly basis. On health, through December 31, 2014, the City’s contribution to the health fund will be
$1,100 per member per month, up from the current $975 per member per month, and the City will
make a one-time lump sum payment to the health fund of $5 million. Effective January 1, 2015,
however, the health fund will move to a self-insured arrangement, similar to the contract with the FOP,
and the City will pay only the cost of benefits and administration. DC 47 will manage the plan and use an
aggressive wellness program with monetary incentives to help employees and their families stay
healthier and control costs. Employees will contribute 9% of the health plan’s costs. In lieu of creating a
separate mechanism for furloughs or temporary layoffs, the Union agreed to support the change to civil
service regulations to allow the City to streamline the layoff process through a change in calculation of
the layoff score and to change the pension ordinance to provide that a layoff of fewer than 15
consecutive days will not be considered a separation for purposes of the Deferred Retirement Option
Plan to prevent employees who are in the DROP from experiencing a permanent separation as a result
of a temporary layoff. This contract is estimated to cost $122 million over the Five Year Plan.

District Council 47 Court Employees

On July 11, 2012, an interest arbitration was issued governing economic terms of employment for a
bargaining unit comprised of 532 professional employees of the First Judicial District, primarily in the job
series of Probation Officer for the period from July 1, 2009 through June 30, 2014. The award ordered
general wage increases of 2.5% on July 1, 2012 and July 1, 2013. Wage increases for FY10-FY12, if any,
are based on any wage increases negotiated by District Council 47 for that period. Additionally,
employees in the classification of Probation Officer 2 were awarded a one-range increase within the
First Judicial District pay schedule. Under the award, new hires are required to enter the City’s new
municipal pension plan, Plan 10. Implementation of the pension provision is awaiting City Council
approval.
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Employee Wage Increases FY06-FY17

The following table presents employee wage increases for FY06 through FY15 for each bargaining unit.

Employee Wage Increases Fiscal Years 2006-2017

Fraternal
Order of
Police
Fraternal AFSCME AFSCME Lodge No.
AFSCME AFSCME Order of District District 47 AFSCME 5 (Sheriff’s
District District Police IAFF Council 33 Local 810 District Office and
Fiscal Council Council Lodge No. Local Correctional Court Council 47 | Register of
Year 33 47 5 (Police) 22 Officers Employees | Local 2186 Wills)
2006 2.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 2.0%
2007 3.0%" 3.0%" 3.0% 3.0% 3.0%" 3.0%" 3.0%" 3.0%"
2008 4.0%" 4.0%" 4.0% 4.0% 4.0%" 4.0%" 4.0%" 4.0%"
2000 | Noo b No b 409%@ | 4.0%® | Noincrease | N° o | N | 309t
increase increase increase increase
2010 © © 0.0%” | 0.0%® © ol w2 0.00%"
2011 ®) (6) 3_0%(7) 3'0%(8) 9) (10) (12) 2_5%(13)
2012 ®) (6) 3_0%(7) 3.0% (8) (3)09) (10) (12) 2_5%(13)
2013 © © 3.0%" | 3.0%" 2.5%" 2.5%" 2.5%" 3.0% "
2014 © 3.5% " 3.0%" ® 2.5%" 2.5%" 3.5% 3.0% "
No (610 No 3
2015 ©) increase'® ” ® © increase!™
2016 () 2_5(6) 7) (8) 9) (10) 2_5(12) (13)
2017 (5) 3_0%(6) 7) (8) 9) (10) 3_0%(12) (13)

(1) Third year of a four year contract: 3% effective July 1, 2006.
(2) Fourth year of a four year contract: 4% effective July 1, 2007.
(3) Cash bonus of $1,100 paid 15 days after ratification.

(4)
(5)
(6)
7)
(8)

(9)

(10)

(11)
(12)

One year contract: 2% effective July 1, 2008 and 2% effective January 1, 2009.

Contract expired on June 30, 2009, and negotiations are currently underway.

Eight year contract effective July 1, 2009 — June 30, 2017: Employees will receive a ratification bonus of $2000. Wage
increase of 3.5% will be effective 30 days after ratification of the labor award agreement reached on February 25,
2014, followed by a 2.5% increase on July 1, 2015 and 3% increase on July 1, 2016.

Five year contract: 0% effective July 1, 2009, 3% effective July 1, 2010, 3% effective July 1, 2011, 3% effective July 1,
2012, 3% effective July 1 2013. Negotiations are underway for a contract beginning July 1, 2014.

Four year contract: 0% effective July 1, 2009, 3% effective July 1, 2010, 3% effective July 1, 2011, 3% effective July 1,
2012. Negotiations for a contract beginning July 1, 2013 are underway.

Five year contract: For Fiscal Years 2010, 2011 and 2012, covered employees will receive the same wage increases, if
any, negotiated by DC33 for that time period; 2.5% effective July 1, 2012; 2.5% effective July 1, 2013. Negotiations
are underway for a contract beginning July 1, 2014.

Five year contract: For Fiscal Years 2010, 2011 and 2012, covered employees will receive the same wage increases, if
any, negotiated by DC47 for that time period; ; 2.5% effective July 1, 2012; 2.5% effective July 1, 2013.

One year contract: 3% effective July 1, 2008.

Covered employees will receive the same wage increases as those negotiated by DC 47 under the new contract for
FY09 — FY17.

(13) Five year contract: 0% effective July 1, 2009, 2.5% effective July 1, 2010, 2.5% effective July 1, 2011, 3.0% effective

July 1, 2012 and 3.0% effective July 1, 2013. Negotiations are underway for a contract beginning July 1, 2014.
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THE CiTY’s CAPITAL BUDGET

The Capital Program is the City of Philadelphia’s six-year plan for investing in its physical and technology
infrastructure, community facilities and public buildings. The Capital Program supports the overall goals
of the City: to become one of the safest cities in America; to improve the education and health of
Philadelphians; to make Philadelphia a place of choice; to become the greenest city and most
sustainable city in America; and for City government to work efficiently and effectively, with integrity
and responsiveness. The Recommended FY15-FY20 Capital Program allocates over $9.4 billion over this
six-year period to advance these initiatives and address critically needed public improvements.

City-Supported Capital Funding

The Administration is committed to a continued investment in the City’s infrastructure. To support this
infrastructure investment, the City has pledged in FY15 to spend $131.5 million of City-supported capital
funding through new General Obligation (GO) bonds issued by the City, and $14.5 million of prefinanced
GO loans.® The chart below shows City support of the Capital Budget in FY15, compared to prior years.
FY15 includes the highest level of City supported capital funding since FY02.

Capital Funding, FY01-FY15 ($ millions)

$250.0
$222.7
$200.0
$146.9
$150.0 $135.7 $130.1 $136.4$136.8 $146.0
$112.0 5126264175
$100.6 $96.8 [
$100.0 . I
76.7
$714 ¢op 3
$50.0
$0.0
FYO1l | FYO2 | FYO3 | FYO4 | FYO5 | FYO6 | FYO7 | FYO8 | FYO9 | FY10 | FY11 | FY12 | FY13 | FY14 | FY15
m PICA Prefinanced Loans | $65.3 | $45.6 | $42.3 | $13.7 | $8.1 | $2.3 $1.2 | $41.5 | $40.3 | $43.0 | $32.6 | $26.5 | $7.3 | $10.1 | $0.0
M Prefinanced Loans $S0.0 | $12.7 | $3.5 $6.0 S1.0 $1.0 $4.1 $1.0 | $38.0| $6.0 $1.2 $3.3 $0.0 | $16.3 | $14.5
m New GO Loans $157.4| $88.6 | $89.9 | $80.9 | $67.6 | $68.1 | $59.0 | $54.3 | $51.8 | $63.0 |$102.6(/$107.0($118.9| $91.1 ($131.5

While the FY15 budgeted amount is high compared to the previous years, the recommended program
still falls below the City Planning Commission recommendation of $185 million per year for investment

% prefinanced loans are loans that the electorate and City Council have already authorized, but the capital dollars remain

unspent.
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in streets, recreation centers, police and fire stations, health centers, and other city facilities. Since the
availability of new General Obligation funding for capital projects is set by two inter-related factors (the
City debt limit and the borrowing capacity) the City is constrained to meet the recommendation from
the City Planning Commission.

The City’s ability to invest in its infrastructure is restricted by both the State Constitutional debt capacity
and the City’s financial capacity. Under the Pennsylvania Constitution, the City’s total debt capacity is
limited to 13.5% of the ten-year average of the annual assessed valuations of taxable realty in the City.
The Actual Value Initiative resulted in a total assessment value of $99.942 billion in FY14 compared to
$12.416 billion in FY13; this allows the constitutional debt limit to increase. Nevertheless, the City’s
ratio of debt service to total expenses will continue to restrict its ability to issue General Obligation debt.
A relatively high ratio of debt service to obligations will not only crowd out other operating
expenditures, but if the ratio gets too high, it could also result in a reduction of the City’s bond rating,
thereby increasing the costs of borrowing. Rating agencies have consistently cited the City’s high level
of fixed costs as a reason for its relatively low bond rating compared with other cities.

While the City has limits on the amount that it can borrow, it also has noticeable infrastructure needs.
By committing $761.7 million in new City-backed borrowing over the next six years, this Capital Program
will help to address those needs.

FY15 Significant Investments

The City’s investments in capital projects financed by General Obligation bonds has steadily increased
from FY09 through FY13. Limited by the debt capacity of the City, the FY14 capital investment financed
through General Obligation bonds fell below $100 million for the first time since FY11. Since the Actual
Value Initiative (AVI) has taken effect, the preceding 10-year average of assessed value of taxable real
property increased. This is the first fiscal year that AVI takes effect, allowing the debt limit to increase
significantly; however, borrowing on City tax-supported, General Obligation bond funding for the capital
budget, and the City’s financial capacity to pay debt service on a higher amount of debt with these
borrowed funds, is still a constraint on the operating budget.

Key projects in the FY15 recommended capital budget for neighborhood investments total $48.3 million
and include:

e 514.7 million for the Departments of Parks and Recreation capital projects which fund capital
improvements to Parks and Recreation trails, parks, pools, recreation centers, cultural facilities
and infrastructure across City neighborhoods.

e S16 million for the Streets Department for Reconstruction/Resurfacing and Americans with
Disabilities Act (ADA) Ramp Reconstruction on neighborhood streets throughout the city.

e S5 million for improvements at Neighborhood Commercial Centers. The improvements include
upgrade for curbs, sidewalks, lighting, landscaping and parking in commercial corridors to
complement public and private reinvestment.
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$3.9 million for improvements and structural site work renovations at Fire facilities throughout
the city.

$3 million Police facility renovations in several police districts and completion of the former
Woodhaven U.S. Army facility for police use.

$2.5 million to construct an underground concourse extension beneath 18th Street that will link
the existing underground markets to the new Comcast Tower to be completed in 2017.

$2.2 million for improvements to several library facilities for HVAC, infrastructure and interior
and exterior renovations.

S1 million for Bartram’s Mile in addition to the $1 million provided in FY14. As part of the
Green2015 Plan, this project will provide over 1.5 miles of publically accessible riverfront access
connecting the Gray’s Ferry Crescent south to 68th Street. The City will contribute $2 million
total in City capital dollars to this project, which will be matched by $3 million in private and
state funding.

Other key projects in the FY15 recommended capital budget include:

$24 million for the Office of Innovation and Technology for citywide technology improvements.
This is part of a $120 million multiyear commitment to improve the City’s technology, and
increase the efficiency of the City’s operations.

$10 million for the Office of Fleet Management for the purchase of large vehicles, such as medic
units, pumpers, tiller ladders, compactors, backhoes, tractors, sweepers, wheel loaders, and
paving machines.

S5 million for the Office of Innovation and Technology for a message switch system, which will
improve public safety information exchange between the City and State. An additional $5
million has been programmed in FY16.

$5.8 million for security system improvements, infrastructure and other renovations at the
various Prison facilities.

Total FY15 Recommended Capital Budget

The total budget for the 69 projects included for FY15 is more than $3.2 billion. These 69 projects
include several hundred “subprojects” that are either new for FY15 or carried forward from previous

years’ budgets.
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FY15 Capital Budget Sources of Funds
City Carried-forward,

Federal, 11.6% 9.0%
City Other, 2.8%

Private, 6.4%

State, 9.3%

City New General
Obligation Bonds,
4.1%

Other Government,
0.5%

City Self-sustaining,
56.3%

Of the total budget amount, $131.5 million is recommended to be funded by new General Obligation
bonds issued by the City as detailed in Appendix VIII of this Plan. These bonds are tax supported (i.e.,
repaid from the City’s general tax revenues). An additional $290.8 million will come from carried-
forward City tax-supported loan funds. Other City sources, which include the prefinanced and PICA
loans, operating revenue, and revolving funds, total $89.5 million. City self-sustaining operating funds
and revenue bonds account for more than $1.8 billion of total budget-year funds. Funding from other
levels of government, including federal, Commonwealth of Pennsylvania, and regional sources, totals
$692.1 million in the budget year. Finally, $206.2 million of FY15 funding will be provided by private
sources.

Key airport projects include improvements to the Philadelphia International Airport to better service for
air traffic and travel to and from Philadelphia, through capacity enhancement, airfield and facilities
improvements, and safety and security projects.

Significant Water projects include improvements to the City’s water system such as a strategic
replacement of infrastructure to strengthen our water and sewer infrastructure, a Contamination
Warning System, and other improvements to collector systems and conveyance systems.

Pilot of Return on Investment (ROI) Analysis for Capital Projects:

In FY14, the Office of Budget and Program Evaluation (OBPE) piloted a return on investment analysis for
a wide range of capital projects in several departments. For each capital project, the pilot sought to
identify the incremental General Obligation capital and operating costs associated with the project as
well as any operational savings, incremental revenue or outside capital funding the project would
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generate. OBPE, in collaboration with the participating departments, calculated three measures to

quantify the return on investment of the capital project:
1. Net Present Value (NPV):

This represents the future financial impact of the investment

discounted to present value by the cost of capital, which was assumed to be roughly 5.5% based

on the estimated interest rate on General Obligation bonds over the Five Year Plan. NPV

provides a measure of the return on investment in absolute terms. The investment is financially

attractive if it generates a positive net present value.

2. Internal Rate of Return (IRR): This represents the discount rate at which the investment’s Net

Present Value equals zero. The IRR is a measure of the rate at which money invested in the

project grows. In order for the investment to be worthwhile financially, the IRR should be

greater than the cost of capital, which in this case is again assumed to be 5.5%.

3. Payback Period: The payback period indicates the year in which the cumulative cash flow turns

positive, or, rather, how long the City will have to wait to recoup its original investment.

FY15 General
Obligation Internal Net Present
Bond Rate of Value of the Payback

Project Allocation Return* Investment** Period Rationale for moving forward with the project

Public Property: 1,700,000 14.5% $1,190,531 Year 0 The sidewalks could pose potential danger to

Market Street pedestrians if the sidewalk grates and their

Sidewalk Grates structural supports are not replaced. The
alternative to replacing the Market Street side
walk grates is to put barriers around them,
which would be cost prohibitive to maintain,
result in loss of parking revenue, and an
inconvenience to the public.

Mayor's Office of 500,000 16.1% $250,814 Year 6 | City facilities have ample opportunity for

Sustainability: energy efficiency investments that will reduce

Energy Efficiency the City's environmental impact and reduce

and Sustainability costs associated with energy.

Improvements

Parks and 140,000 Negative -$2,903,235 Never The Horticultural Center cannot be used by the

Recreation: staff or public without investments in new

Horticultural heating, cooling and ventilation systems, which

Center — Building are failing. If this investment is not made, this

and Site important recreational and cultural asset

Improvements would have to be closed down to the public.

Commerce: 5,000,000 7.2% $596,920 Year 11 | Physical improvements are intended to

Neighborhood 13.4%*** | $3379,803%** Year 8 stabilize or rejvitalize neighborhood cgmmercial

Commercial ok centers. The investments in commercial

Centers*** corridor streetscapes contribute to the

economic development of the neighborhood
by reducing vacancy rates, increasing property
values and generating additional business
activity. Without City funding, opportunities to
revitalize commercial corridors and leverage
state funding will be lost.

* If the IRR exceeds 5.5% (the assumed cost of capital) the project generates a positive return.
** Net Present Value calculations assume a discount rate of 5.5%.
*** Neighborhood commercial centers are expected to cause real estate values to appreciate, which generates additional tax
revenue for both the City and the School District. Therefore the ROl was estimated both with and without revenues to the School
District. Asterisked values represent ROl estimates including revenues accruing to the School District.
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The results of a sample of the projects are presented in the chart above. Three of the four projects

generated a positive return:

1.

Public Property’s project to replace the sidewalk grates and their structural supports on Market
Street generates a return of 14.5% and pays for itself almost immediately because the cost of
putting up and maintaining barriers to prevent residents from walking on the grates would be so
cost prohibitive.

The Mayor’s Office of Sustainability estimated the return on a $500,000 investment in energy
efficiency projects. Based on the results of projects to date, this investment generates a return
of 16.2% and pays for itself in Year 6.

As demonstrated by the Parks and Recreation investment in improving the Horticultural Center,
some investments are worthwhile even if they do not yield a positive financial return. If the
proposed repairs are not made, this important City asset would have to be closed to the public.
The City would no longer have to pay staff and other costs to operate this facility and would also
not collect entrance fees and event-related revenues. This investment generates a negative
return because the additional revenue does not fully cover the investment and ongoing
operating costs. However, this would be a loss for the public.

Finally, the Department of Commerce makes an annual investment of roughly S5 million to
beautify commercial corridors and revitalize the surrounding neighborhoods. These investments
are estimated to generate a positive return in that they not only leverage an estimated $1.5
million in federal funding for street improvements that would otherwise not be available, but
they also generate incremental tax revenues for the City and the School District. Specifically
these investments are expected to generate increased wage taxes from new businesses filling
vacant commercial space; increased sales taxes from existing and new businesses along the
commercial corridor; and increased real estate taxes from appreciation in both commercial and
residential properties along the corridor and in the immediately adjacent neighborhoods.

The pilot was instrumental in refining the approach for ROl analysis and preparing the City for full

implementation in the near future. Starting in FY16 the City plans to conduct an ROI analysis for all new

capital projects, and the ROl will become one of a number of cost/benefit analyses and other factors

that influence capital budget allocation decisions. In addition, the pilot helped Departments think

through the ongoing operating cost impacts associated with each proposed capital project. Budgeting

for these ongoing operating costs is considered a best practice, which the City aims to adopt through the

implementation of the ROl approach.
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GOAL 1: PHILADELPHIA BECOMES ONE OF THE SAFEST CITIES IN AMERICA:
OVERVIEW OF INITIATIVES AND KEY ACCOMPLISHMENTS

Mayor Nutter has made it a central priority of his administration to make Philadelphia a safer city, and
since 2008, Philadelphia has become safer in both absolute and relative terms compared to other US
cities. In 2013, the number of murders fell from 391 in 2007 before the Mayor to office to 247, the
lowest number since 1967. The violent crime rate dropped by 22% from 1,454 per 100,000 people in
FY08 to 1,130 in FY13, the lowest levels since 1985, and the property crime rate decreased by 18% from
4,307 per 100,000 people in FY08 to 3,552 in FY13.*" Philadelphia’s ranking among the top 20 largest
cities improved between 2011 and 2012 from 2" highest to 5™ highest in the violent crime rate.*

Goal 1: Performance relative to targets

mFYO8* mFY13 mFY15 Target

. . 1,454
Violent crime rate

(crimes per 100,000 people)

Property crime rate
(crimes per 100,000 people)

Structural fires

33

Fire deaths
23
Three year re-incarceration 58.59%
rate for 57.2%
Philadelphia Prison System e
offenders >8.0%

* Baseline refers to FYOS8 for all metrics except for the Property crime rate which reflects calendar year 2007

Goal 1 is not just about crime rates, however. Becoming one of the safest cities in America means more
than the day-to-day data. The Administration is focused on achieving three main outcomes: adults and
children are safer; people feel safer; and residents feel a greater responsibility to keep their
neighborhoods safe. The chart above provides a snapshot of how the city is performing relative to its
target performance on select targets. The three year re-incarceration rate at the Philadelphia Prisons

3 Philadelphia Police Department, 2013.

%2 Data comes from Uniform Crime Reports FBI available at: http://www.fbi.gov/about-us/cjis/ucr/crime-in-the-u.s. 2012 and
2011 rankings exclude Chicago due to incomparability of data measures. The FBI cautions against comparing statistical crime
data from cities solely on the basis of their population without examining all the variables that affect crime in city.
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System is lower. In terms of fire related outcomes, structural fires have increased relative to the
baseline year of 51 in 2007, but in 20132, Philadelphia reached a record low number of fire deaths of 24.

As shown in the next chart, Public Safety, which has been one of the Mayor’s primary areas of focus,
comprises 26% ($1.2 billion) of the General Fund budget and 20% ($1.7 billion) of the City’s total
operating budget. It is by far the largest area of spending in the budget over which the Mayor has
complete control. The departments and agencies that are primarily focused on achieving the outcomes
under this goal are the Police Department (37% of total Goal 1 spending), the Department of Human
Services (34%), the Prisons System (14%), the Fire Department (13%), and the Department of Licenses
and Inspections (2%).

FY15 Proposed Goal 1 Spending

100% Independent Independent Licenses and Licenses and
B e |
oy |

S
80%
70%

Goal 5, 11% Goal 3, 5%
40%

Goal 4, 5%
o Goal 3, 1% Goal 2, 22%
30% Goal 2, 7%
20%
Goal 1, 26%
10% Goal 1, 21%
0%
General Fund All Funds General Fund All Funds
Budget by Goal Goal 1 Budget by Department

* Licenses and Inspections is comprised of the Board of Building Standards, the Board of L&I Review, the Zoning
Board of Adjument, and the Department of Licenses and Inspections.

** Employee Benefits represent an unusually high proportion of FY15 expenditures due to the $700 million
pension payment appropriation using the proceeds of the sale of Philadelphia Gas Works. Excluding this
payment, employee benefits would represent 29% of expenditures.
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POLICE DEPARTMENT

The mission of the Philadelphia Police Department (PPD) is to demonstrate excellence in policing by
working in partnership with the community and others to fight and prevent crime, the fear of crime, and
terrorism; enforce laws while safeguarding the constitutional rights of all people; provide quality service
to all residents and visitors; and create a work environment in which the PPD recruit, train and develop
an exceptional team of employees.

Budget Trends: The Philadelphia Police Department has seen a $71.6 million increase from FY08 to the
FY14 Current Projection. The funding increase was largely due to the arbitration awards, which granted
wage increases of 4% in FY09 and 3% in FY11, FY12, FY13, and FY14, a 1% increase in salary for stress
pay in FY14. Investments were also made in the PPD budget to but continue funding the ARRA funded
officers, to fund a required match for the 25 COPS grant funded officers, and to allow PPD to hire
additional police classes to bring the uniform officers to a level of 6,525. The FY15 General Fund
allocation fully funds the Police Department at this level. In terms of other operating funds, the PPD has
seen a significant increase in other operating funds largely due to growth of federal funding from the
Department of Homeland Security for large equipment purchases and from the Department of Justice
for forensic sciences. The FY14 and FY15 proposed budget for other operating funds provide allowances
for uncertainty in grant funding. Actual grant funding in FY15 is not expected to be significantly higher
than FY14.

FY14 FY15
Adopted  FY14 Current FY14-FY08 Proposed FY15-FY14
FY08 Actual FY13 Actual Budget Projection Change Budget Change
General
Fund 523,965,930 571,887,880 595,593,755 590,593,755 66,627,825 592,069,804 1,476,049
12.7% 0.2%
Other
Operating 21,884,011 29,694,159 50,712,151 32,545,433 10,661,422 40,801,438 8,256,005
Funds 48.7% 25.4%
Total
Operating 545,849,941 601,582,039 646,305,906 623,139,188 77,289,247 632,871,242 9,732,054
Budget 14.2% 1.6%

Performance Trends: Guided by its principles of smart policing, prevention, collaboration and
continuous improvement, the Police Department has achieved the lowest crime rates in recent history.
Across the board, performance measures improved, and crime statistics saw dramatic declines in FY13
which are persisting in the first half of FY14. Crime fighting measures initiated in FY13 and carried over
in the first half of FY14 continue to be effective. These include increased manpower during the summer
to improve coverage particularly in high crime areas and tougher gun enforcement and bail
requirements in conjunction with the courts.

Homicides decreased by 24.9% in FY13 and continue to decline by 10.2% in the first half of FY14 relative
to the first half of FY13. As shown in the chart below, these dramatic declines produced the lowest total
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of murders in calendar year 2013 the City of Philadelphia has seen since 1967 (247) and less than half
the number of murders that occurred in 1990.

Total Homicides in Philadelphia
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Equally encouraging, shooting victim levels are at their lowest point since the Police Department began
collecting that data in 2001. In 2013, Philadelphia had 1,128 shooting victims, a 29.4% decline from 2007
and a 39.3% decline from 2006 — the year Philadelphia recorded its highest number of shooting victims.
On a fiscal year basis, there were 20.6% fewer shooting victims in FY13 than in FY12 and still 5.2% fewer
in the first half of FY14 compared to the same period in FY13. Burglaries, which were down 6% in FY13,
decreased by 17.3% in the first half of FY14 as compared to the same period in FY13. As shown in the
chart below, total Part | crimes, which include violent crimes and property crimes, have declined more
than 15% since Mayor Nutter took office. The homicide clearance rate, the rate at which homicide cases
are resolved, dropped from 68.1% in the 1st half of FY13 to 62.1% in the same period in FY14. Although
several factors pose limitations on the clearance rate, such as the unwillingness of shooting victims and
witnesses to cooperate with investigations, the PPD continually strives to improve the homicide
clearance rate and considers 80% to be a stretch goal. Meanwhile the clearance rate on other violent
crimes has been increasing slightly from 48.5% in FY12 to 50.4% in FY13 towards a goal of 53%.
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FY14-
FY13- FY13

FY12 FY13 FY14 Q1-Q2 FY14 FY15

Performance Measure FYO08 FY12 FY13 Change Q1-Q2 Ql1-Q2 Change Goal Goal

Shooting Victims 1,426 1,463 1,161 -20.6% 632 599 -5.2% 950 950

Homicides 351 350 263 -24.9% 147 132 -10.2% 225 205
Part 1 Violent Crime 20,597 18,224 17,384 -4.6% 9,182 8,824 -3.9% 16,500 16,300
Burglaries 12,019 12,241 11,501 -6.0% 6,425 5,314 -17.3% 10,000 10,000

Homicide Clearance Rate 65.8% 64.0% 73.0% 14.1% 68.1% 62.1% -8.7% 80.0% 80.0%
Other Violent Crime

N/A 48.5% 50.4% 3.9% 47.1% 49.4% 4.9% 53.0% 53.0%
Clearance Rate

Part | violent crimes, which include homicides, sexual assault, robbery and aggravated assault, have
steadily declined since FY08 and it appears that trend will continue based on the decrease of 3.9% of
FY14 as compared to the same time frame in FY13. There were fewer violent crimes in 2013 than at any

time since 1985.

Total Part 1 Offenses in Philadelphia
Including Murder, Rape, Robbery, Aggravated Assault, Burglary, Theft, and Vehicle Theft

90,000
85,000 4 82,974 83,351
80,000 - 77,885
76,334
75,051 74,850
75,000 -
70,516
70,000 -
65,000 - l
60,000 T T T T T T

2007 2008 2009 2010 2011 2012 2013*

* 2013 data for November and December are preliminary

Key Accomplishments

Reducing crime: The success in fighting crime in 2013 is the result of concerted efforts on the part of
many people and organizations. First and foremost, the Philadelphia Police laid out a plan that was data
driven, mission focused, and collaborative. PPD used data and analysis to assign police officers to high
crime areas during high crime times. This data-driven allocation of resource allocation contributed
significantly to this year’s reduction in crime not in only high crime locations, but also during the high
crime times and days. Other programs focused on high-risk offenders (like GunStat, Focused
Deterrence, Youth Violence Reduction Partnership, and Cure the Violence) also contributed to 2013’s
crime reductions. These programs created partnerships that concentrated services on high risk
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offenders in high-risk areas. Finally, community members and organizations worked alongside police
officers, PhillyRising employees and other city workers to make sure the progress made will continue
and be maintained. PPD will continue to use data and analysis and work with partners to make
Philadelphia one of the safest big cities in the U.S.

Public Safety Infrastructure: The Delaware Valley Intelligence Center (DVIC) opened in 2013. This
center co-locates PPD’s Real Time Crime Center (RTCC), Homeland Security, and Criminal Intelligence
units and has already created synergy between these functions and improved police services. The DVIC
also performs a key regional informational sharing function. In January of 2014, a Mass Transit desk was
established within the DVIC. It is staffed by the regional transportation authorities and monitors tips
and threats concerning mass transit. In the coming years, the DVIC will continue to expand its regional
focus and reach.

The PPD has expanded and enhanced its automated systems and analytical capability. The RTCC
provides 24-7 support to responding officers and detectives and monitors the City’s system of over
1,600 closed circuit televisions. It also receives tips and data from automated license plate readers. A
gunshot detection system will be operational in FY15. In addition, PPD, in conjunction with the Office of
Information Technology, expects to make significant IT investments that will allow officers to complete
routine reports from their cars and support the investigation of crime and the arrest and booking of
offenders.

As described in the Capital Budget section below, PPD is working with the Department of Public Property
to improve the physical conditions of its facilities. There are plans to move the Training Academy and a
few other units into Woodhaven Base Realignment and Closure (BRAC) program facility and renovate
several police district facilities.

Employee Recruitment: Staffing is, and will
be, the biggest challenge facing the PPD.
Funds have been added to the Police
Department’s budget to hire officers to
reach and maintain headcount at the target
level of 6,525. This requires ongoing hiring,
since between FY13 and FY15, the
Department will lose 495 sworn members
to retirement as a result of Deferred
Retirement Option Plan (DROP), which
allows employees to choose a mandatory

retirement date four years in the future
and accumulate monthly service retirement benefit in an interest bearing account at the Board of
Pensions for up to four years and continue to be employed by the City. The PPD is working with the
Office of Human Resources to match hiring with attrition. To date in FY14, the PPD has hired 84 officers
and expects to bring on an additional 150 to bring the force up to 6,400 by the end of FY14 from 6,370
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at the end of FY13. To compensate for retirements and attrition in FY15, the PPD expects to hire an
additional 400 officers to bring the force up to the target level of 6,525 by the end of FY15.

Year End Sworn Headcount
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In addition to losing experienced officers, the number of officers unavailable for full-duty remains a
challenge. On average, 454 officers a month are unavailable for duty because of illness or injury, the
equivalent of the entire South Division which consists of three police districts and divisional detectives.
This is due in large part to claims resulting from the Enforcement Officers Disability Benefit Act (also
known as the Heart and Lung Act). This Act requires that public safety personnel who are temporarily
disabled from an injury that occurs during the performance of duty be fully compensated and continue
to receive their employee salary and benefits without paying taxes. The average number of police
officers unavailable for full duty on any given day due to “Heart and Lung” claims dropped by 22% from
331 in FY11 to 259 in FY13. The total number of police officers unavailable for full-duty currently is 268
year to date in FY14. The Department and the Fraternal Order of Police continue to work to identify and
rectify problems as they arise.

Average Number of Police Officers Unavailable for Full-Duty Each Day
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Employee development: On top of recruiting additional staff, the PPD took a number of steps to
develop current staff. With the support from a Federal Department of Justice grant and collaboration
with Temple University, the PPD will have trained crime analysts in each of the 21 police districts. These
analysts will play an important role in moving the department forward in fighting crime. The
Department continues to work with Northwestern University and Penn State in providing advanced
classes to our members on supervision and management.

The PPD also worked to improve the quality of investigations. In 2014, significant changes to the
investigative process will occur with the aim of better protecting the constitutional rights of individuals
and increasing the integrity of the arrest process. Specifically, in February 2014 PPD began videotaping
all homicide custodial interrogations to further improve the integrity of the investigative process.
Videotaping is an excellent tool to refute allegations of any improprieties during the interrogation
process and are extremely useful in securing convictions. To improve the eyewitness identification
processes, the PPD will shift its procedures towards the Double Blind Sequential method, whereby
neither the witness nor the person presenting the photos to the witness have any idea who the possible
suspect is. In addition the pictures are presented to the witness one at a time rather than 6 or 9 pictures
at time. This sequential presentation allows witnesses to rely on “absolute judgment” based only on
their memory, rather than engaging in “relative judgment” during simultaneous photo spreads where
witnesses often pick the person who most closely resembles the culprit relative to others. There are a
great number of factors that can inadvertently influence an eyewitness' identification that can lead to
wrongful convictions. The Double-Blind Sequential method, while not foolproof, is recognized as a best-
practice that helps mitigate these factors. It is anticipated that by March 31, 2014, the PPD will have the
policy and training completed to begin using this eyewitness identification method on a citywide basis.

PHILADELPHIA PRISON SYSTEM

Established in 1683, the Philadelphia Prison System (PPS) has evolved into a penal system in which
prisoners serve their sentences for crimes committed while being rehabilitated to increase successful re-
entry into society. As the City’s plans to reduce crime have intensified, the population in custody has
increased. The average daily population in the Prisons stood at 8,327 in FY12, rose to 9,090 in FY13 and
is 9,004 for the first half of FY14. The Census increase resulted primarily from an initiative to reduce the
number of defendants failing to appear in court —a problem that had plagued the courts for years—by
increasing bail amounts and giving defendants contempt of court sentences. In addition defendants
charged with firearms offenses, violent crimes and repeat offenses have been issued higher bails,
increasing the pre-trial population who remained custody. In FY13, the percentage of pre-trial
defendants rose from 70% to nearly 80% of those in custody. Recent releases and reductions in crime
have caused the prison census to drop to 8,663 as of January of 2014.

Although the number of adult men and women in custody has increased, the number of juveniles
charged and held for trial as adults has declined. After reaching a high of over 150 juvenile inmates in
custody in calendar year 2009, the number of juvenile inmates in PPS custody averaged 41 for FY13.
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In calendar 2013 the City experienced a significant reduction in violent crime and homicides. If crime
continues to drop there will be a resulting decline in the Prison census. Indeed, admissions to the
Prisons in FY14 are beginning to show evidence of this trend: monthly admissions to the jails reached a
high of 3,241 in August and declined to 2,469 in December of 2013.

Prison Population
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Budget Trends: The Philadelphia Prisons System has seen a $21.5 million increase in funding from FY0S8
to the FY14 Current Projection. These new dollars were used to pay for Correctional Officer wage
increases of 2.5% in FY12 and FY14 and increased staff overtime and outside inmate housing needs
resulting from the significant increase in the Prisons census. Since the peak of the census shown above,
the census declined during the winter months to 8,663 in January. The FY15 Proposed Budget allocates
$3.4 million less than the FY14 current estimate, which fully funds the prison at a projected census of
8,700. If the census rises to higher levels during FY15, it could stress the Prisons budget. Other
operating funds in FY15 are roughly on par with FY14 levels.
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FY14 FY15
Adopted  FY14 Current FY14-FY08 Proposed FY15-FY14
FY08 Actual FY13 Actual Budget Projection Change Budget Change
General
Fund 222,013,102 241,451,094 238,804,784 243,546,784 21,533,682 240,163,028 (3,383,756)
9.7% -1.4%
Other
Operating 75,025 262,221 650,000 30,000 (45,025) 30,000 -
Funds -60.0% 0.0%
Total
Operating 222,088,127 241,713,315 239,454,784 243,576,784 21,488,657 240,193,028 (3,383,756)
Budget 9.7% -1.4%

Performance Trends: Since FY08, the Department has significantly increased the percent of sentenced
inmates provided with an opportunity to participate in a vocational, training, educational and vocational
and/or treatments program during confinement. Nonetheless, the PPS has flattened out in its
performance on this measure, showing slight declines between FY12 and FY13 and in the first half of
FY14. The increase in the prison population has filled bed space normally reserved for general
population inmates, resulting in a larger population of inmates who do not participate, such as
individuals who are in special management programs (for example, disciplinary, administrative
segregation, protective custody or are severely mentally unstable) or are waiting to be placed or
transferred to an appropriate facility. In addition the PPS is in the process of reallocating program staff
to make additional program slots available. The Department has continued to process 100% of newly
admitted inmates within 24 hours of admission and aims to maintain this performance in FY13 and FY14.
Re-incarceration rates have improved slightly since 2008. It is important to note that there is a
significant lag in the data; the one year re-incarceration in FY13 is the percentage of inmates released in
FY12 who returned to prison within one year of release. The three year re-incarceration rate for FY12
reflects the outcomes of inmates released in FY09. The three year re-incarceration rate has fallen slightly
from a baseline of 58.5% in FYO8 to 58.2% in FY12. The one-year re-incarceration rate was 40.6% in FY0S8
and improved very slightly to 39.9% in FY12. Although it rose to 41.6% in FY13, it has dropped
significantly to 35.4% for the first half of FY14.
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FY14-
FY13- FY13
FY12 FY13 FY14 Q1-Q2 FY14 FY15
Performance Measure FY08 FY12 FY13 Change Q1-Q2 Q1-Q2 Change Goal Goal

Percent of sentenced
inmates provided with the
opportunity to participate
in a vocational, training, 57.0% 75.0% 73.0% -2.7% 74.0% 74.7% 0.9% 80.0% 80.0%
educational and/or
treatment program during
confinement

Percent of newly admitted
inmates that are
processed and housed 100.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0% 100.0% 100.0%
within 24 hours of
admission
Re-incarceration Rate - 1
year**

Re-incarceration Rate - 2
year**

Re-incarceration Rate - 3
year**

40.1% 39.9% 41.6% 4.3% 41.4% 35.4% -14.5% 40.0% 40.0%
52.7% 51.8% 51.6% -0.4% 51.3% N/A N/A 52.0% 52.0%

58.5% 57.2% N/A N/A N/A N/A N/A 58.0% 58.0%

** Re-incarceration rates are calculated based on the release date of an inmate. For example, the 1 year recidivism rate in FY12
is based on inmates released in 2011.

Accomplishments

Maintaining a strong workforce: As a result of the prison census increase, vacancies particularly at the
Correctional Officer rank created the need for increased overtime funding. To fill the vacancies Prisons
hired over 250 Correctional Officers in FY13, and new classes are held every twelve weeks to meet
attrition. The hiring program will reduce overtime costs and will have a significant effect on reducing
mandatory overtime which positively impacts staff morale. Should there be a substantial decline in the
Prison population the hiring schedule can be moderated to contain personnel costs.

In addition, roughly half of the critical staff enrolled in DROP has retired through December 2013.
However vacancies from DROP will result in openings for the Prisons Contracts Manager as well as two
Deputy Commissioners before late 2015. Qualified staff at the Warden, Deputy Warden and Program
Administrator levels can fill this void. Over the last two years a majority of supervisors at the rank of
Captain and above have earned professional certifications commensurate with their positions by the
American Correctional Association. However many of their subordinates, who are first line supervisors,
do not have extensive managerial experience. In order to improve their skills and opportunities to
advance, managerial training classes will be offered for employees at the rank of Sergeant and
Lieutenant beginning later this year.

Inmate enrichment programming: While custody is the primary role of the jails, program services and
continuing efforts to reduce recidivism are equally important. Combating the causes of recidivism such
as truancy, poverty, unemployment and addiction can begin while in custody, with educational and pro-
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social programming. In the last year PPS has undertaken a number of steps to expand and improve this
programming for inmates, including:

e Tests for Adult Basic Education (TABE) are now being administered for inmates whose high
school graduation or GED attainment cannot be verified, as self reporting by inmates, used in
the past to guide educational program placement, was inaccurate.

e The Community College of Philadelphia’s ReEntry support Program, which offers credit courses
for male inmates at the Cambria Community Center will be extended to female inmates at the
Riverside Correctional facility in 2014

e To extend outreach to the men and women in custody, Prisons has contracted with the
Pennsylvania Prison Society to hold four resource fairs throughout the system in 2014. The fairs
will recruit community service providers to meet directly with inmates on site.

e With the assistance of the Office of Innovation and Technology and Risk Management, Prisons
will introduce secure, restricted internet access to the inmate local area network in calendar
2014. The access will be used to reach community services such as the Pennsylvania Prison
Society’s Re-Entry Network, employment and community services. Long term plans include the
use of web based education and training programs.

e In conjunction with the Department of Parks and Recreation, beginning in the spring of 2014
land in the Prisons State Road complex will be set aside to be cultivated as fruit orchards. The
fruit orchards will be used to supplement the existing horticulture program at PPS, which is
administered by the Pennsylvania Horticultural Society and produces vegetables for community
food banks and trains inmates in landscaping and horticulture. The fruit orchards will also
support the Parks and Recreation Department’s goal of planting new trees throughout the City.

Enhancing medical and behavioral Health Services: In FY14, select nursing staff were trained as Sexual
Assault Nurse Examiners (SANE). The training qualifies them to provide trauma care and collect physical
evidence for criminal sexual assault investigations. SANE nurses are now available at all times, which
allows inmate victims to be treated on site rather than at an area hospital and avoids additional victim
trauma and security risks associated with community transport. During FY14 annual TB testing of
employees was initiated. The Buddy System which uses specially trained inmates to provide supportive
services to disabled inmates was expanded, and a weight reduction program was introduced at the
Riverside Correctional Facility.

The behavioral health caseload at the Prisons consists of one-third of all inmates. The mentally ill
frequently fail to seek treatment upon release. To assist Prisons in addressing the problem, the
Department of Behavioral Health and Intellectual Disability Services, completed a review of the Prison
case loads and discovered that 26% of inmates on the Behavioral Health caseload were not known to
DBHIDS. In order to provide services to this underserved group, PPS is re-evaluating discharge planning
for behavioral health inmates.

Facilities maintenance and planning: The Philadelphia Prison System 10-Year Master Plan to manage
housing and services for the City’s inmate population was completed in November 2013 and is currently
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under consideration by the Administration. The primary recommendations are: first, to close the oldest
prison facility (House of Correction) and two temporary structures (Central Unit and Modular 3 of the
Alternative and Special Detention) as soon as feasible as they are beyond their useful life, and the cost
of maintaining them exceeds the cost of replacement; second, to undertake a series of measures to
aggressively manage the prison population and reduce the demand for jail bed construction, such as
increasing the use of contracted bed space and enable video visitation in PPS jails (described below);
and third, to construct a new 3,000-bed multi-purpose facility in order to replace capacity in the three
facilities proposed for closure and address current over-crowding and future projected census growth.
Implementing these recommendations, would require a substantial investment in a new facility, with
site acquisition, design development, and the appointment of a new facility transition team within the
next two years.

PPS continues to maintain and enhance existing facilities. The Classification, Movement and Registration
offices (CMR) at Curran Fromhold were renovated during the summer of 2013 to replace and relocate
inmate files increasing hardcopy records storage fivefold. Staff workstations, which had been used for
the eighteen year life of the facility, were replaced with open cubicles improving communication and
efficiency. New mechanized clothing racks are being installed in the Intake area at Curran Fromhold.
The existing system was originally designed to meet the needs of inmate clothing storage before
renovations increased housing capacity by 25%. Finally, with support and funding from the Mayor's
Office of Sustainability, lighting in both gymnasiums, CMR, and the Intake clothing area at Curran
Fromhold was upgraded with high intensity fixtures that provide more light while using energy at two
thirds the rate of the original equipment.

Modernizing systems and equipment: In FY14 PPS, in conjunction with the Office of Innovation and
Technology, initiated a consultant project to replace the inmate and jail management system. The
current system known as Lock and Track is 20 years old and lacks the analytical capabilities needed to
measure operational trends and inmate progress in treatment. A request for proposals is to be issued
and vendor selection is expected by the end of FY15. In addition, Electronic Medical Records for inmates
has been implemented at female housing sites Riverside Correctional Facility and the Cannery. PPS
expects to complete implementation in the male facilities by the end of FY15.

The project to upgrade the two way radio communications system at PPS was completed in FY14. Six
hundred handheld radio units a well as twelve base stations were deployed and all vehicle mobile radios
were replaced. The new system enables all PPS facilities and support units formerly using two separate
and independent frequencies, to communicate directly via radio.

Pennsylvania's sex offender registration law was enhanced in 2013 requiring offender enrollment and
fingerprinting by paroling authorities prior to release from custody. To assist with the process the
Philadelphia Department of Adult Probation and Parole acquired Live Scan fingerprinting machines and
sought the assistance of the Prisons with the lengthy enrollment interviews. The machines will be
deployed in the Prisons to ensure that the task is completed prior to release. The units will be placed at
the primary adult male, female and juvenile housing sites and the Prisons Training Academy. PPS will
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also gain the ability to automate the current manual fingerprinting performed during the security
screening of new employees and volunteers using the devices.

Finally, PPS is exploring the use of video visitation for inmates, which was recommended by the PPS 10-
Year Master Plan as an immediate step PPS can take to reduce overcrowding. Video visitation is a
secure and convenient way for families and friends to interact with those confined. Video visits are not
subject to weather restrictions and provide access to the aged or disabled who would not normally be
able to visit. Video visits can be delivered on site at the prison, at a remote community site dedicated to
the service or to home computers and smart phones via internet providers. Moving to video visitation
throughout PPS would not only significantly increase visiting capability but also reduces visitation space
and parking needs, staffing costs and the introduction of contraband.

Improving food services: PPS awarded a new contract for inmate food services to ARAMARK
Correctional Services in FY13 to provide major changes in inmate food service operations. The diet cycle
will be modified to reduce the overall calorie count from 2,850 to 2,600 calories. This healthier level will
be achieved by reducing animal fats and starches and adding more vegetable products. In addition, the
use of recyclable meal trays as opposed to plastic trays, piloted in FY14, will become permanent.
Recyclable trays are disposable and do not require washing. Their use will reduce the use of commercial
dishwashers and cut the cost of water, detergents and equipment maintenance.

Composting of food waste initiated at the Riverside Correctional Facility in FY12 has been expanded to
the Alternative and Special Detention Division in FY14. The ultimate goal of the program is to recycle or
compost the entire solid food waste stream from Prisons facilities.

PHILADELPHIA FIRE DEPARTMENT

The Philadelphia Fire Department (PFD) is the oldest serving fire department in the nation. Its mission is
to provide efficient and effective fire protection, emergency rescue and emergency medical services to
the citizens and visitors of Philadelphia. The Department strives to fulfill its mission by employing
strategies conducted such as fire abatement and extinguishment; comprehensive fire prevention
programs throughout the community; fire investigation services to determine the origin and cause of
fire; and the delivery of high quality, pre-hospital emergency medical care and transportation in a timely
and professional manner.

Budget Trends: In FY14 the Current Projection is more than $55.5 million over the FY14 Adopted Budget
to account for the $47.5 million to pay for the IAFF award. The FY15 Proposed Budget shows a $38
million decrease from FY14, largely the result of the elimination of a one-time payment for retroactive
wages made in FY14 due to the City’s withdrawal of its appeal against the labor award ($31 million) and
the receipt of grant funds for payroll during FY15 which lower general fund costs. The $1.97 million
increase in other operating funds in FY15 reflects over appropriation in the Grants fund to allow for
uncertainty in State and Federal grants.
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FY14 FY15
Adopted  FY14 Current FY14-FY08 Proposed FY15-FY14
FY08 Actual FY13 Actual Budget Projection Change Budget Change
General
Fund 189,179,212 200,016,007 197,180,578 244,669,197 55,489,985 206,719,308 (37,949,889)
29.3% -15.5%
Other
Operating 5,789,962 8,916,797 21,971,780 24,160,993 18,371,031 22,190,659 (1,970,334)
Funds 317.3% -8.2%
Total
Operating 194,969,174 208,932,804 219,152,358 268,830,190 73,861,016 228,909,967 (39,920,223)
Budget 37.9% -14.8%

Performance Trends: The Department continues to handle an increase in Emergency Medical Service
(EMS) related calls with 232,481 EMS incidents in 2013, an increase of 1.2% over 2012 and an almost 8%
increase over FY08. According to the National Fire Protection Association, the industry standard is that
EMS response times are recommended to be within 9 minutes 90% of the time. In FY13, the response
times occurred within 9 minutes 66% of the time, compared to 74% in FYO8 and are still below the
target of 90%. As of the second quarter of FY14, EMS response times are occurring within 9 minutes
65% of the time. This increase in response times is related to the overall increase in the number of EMS
calls. The Department is working to develop an EMS prevention plan that involves increased public
education on the proper use of the 911 system and finding other better suited health care resources to
handle non emergency calls. In addition, the Department has created its first Deputy Commissioner for
Emergency Medical Services position. This position will assist in implementing the new priority dispatch
system, to ensure that the proper response units can respond faster to the most serious calls.

Since FY08, the Department has experienced a 22 second increase in average fire response times. As of
the second quarter of FY14, the Department has responded within 4 minutes and 52 seconds, with a
goal to stay below 5 minutes and 20 seconds. The number of structural fires decreased 7.3% from 3,108
in FY12 to 2,882 in FY13, but structural fires have increased by 8.3% between the first halves of FY13 and
FY14. Despite the increase in structural fires, FY13 closed marking Philadelphia’s history with the second
lowest recorded fire fatality rate of 25 fire fatalities, a 39% drop from 2011, with a long term trend to
significantly reduce the number of structural fires in the City. As of the second quarter of FY14, there
were 7 fire deaths. Civilian fire-related injuries increased between FY12 and FY13 by 17%, but the
measure has decreased by 10.7% between the first halves of FY13 and FY14.
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FY14-
FY13- FY13
FY12 FY13 FY14 Q1-Q2 FY14 FY15
Performance Measure FY08 FY12 FY13 Change Q1-Q2 Q1-Q2 Change Goal Goal

EMS Response Time

. . 74.0% 68.0% 66.0% -2.9% 66.0% 65.5% -0.8% 90.0% 90.0%
(within 9 minutes)

EMS Incidents 215,305 | 229,813 | 232,481 1.2% 117,023 | 118,698 1.4% 207,406 | 205,000
EMS Response Time -
Dispatch to On Scene 7:05 7:48 8:02 3.0% 8:00 8:03 0.6% <7:00 <7:00
(Average)
Fire Response Time 432 | 457 | asa | -10% | 4s7 | as2 | -17% | s20 | 520
(minutes:seconds)
Number of Structural Fires 1,791 3,108 2,882 -7.3% 1,425 1,542 8.2% 2,800 2,750
Fire Deaths 33 24 25 4.2% 8 7 -12.5% 24 22
Civilian Fire-Related

227 159 186 17.0% 84 75 -10.7% 218 200

Injuries (in numbers)

Accomplishments

Historic low in fire deaths: For another year, the PFD worked tirelessly and consistently towards
achieving the goal of zero fire fatalities. The PFD has seen yearly fire fatalities decrease over the years
from 60 in FYO5 to 25 in FY13. In fact, calendar year 2013 recorded only 24 fire fatalities, which is the
lowest number of yearly fire fatalities in Philadelphia’s recorded history. Having the lowest number of
fire fatalities ever recorded is due in large part to increased resident education and deployment of
working smoke alarms. The Department continues to implement its Community Risk Reduction
programs under the “Freedom from Fire” theme. The theme made its debut in 2008 and remains one of
the most effective tools for disseminating information about fire safety. This program allows the Fire
Department a means to identify residents who are in need of a smoke alarm but lack the resources to
purchase one. The Fire Department’s field forces continue to complete the entire smoke alarm
installation process for home residents. In 2013 the PFD installed 7,417 ten year lithium battery
powered smoke alarms into the homes of 4,628 residences. Working smoke alarms continue to be the
most effective way of preventing fire fatalities. As the Department has been able to invest in smoke
alarm and fire prevention activities, fire fatalities have decreased.
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Responding to growing EMS needs: EMS incidents have grown by 26.8% from FY0O1 to FY13 while total
fire related incidents have decreased by 24.5% during this same time period. As a percentage of services
requested from the department, 83.8% of the services requested are EMS related. The PFD is working
at reducing and preventing EMS calls through prioritization of calls and public education on how to use
the system properly. In addition, the Community Risk Reduction program in the PFD works with
communities to reduce the risk of fire, injuries and fatalities by informing communities about hazards in
and around their homes.

EMS vs. Fire Incidents
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The Department is working to find the most effective and efficient means to meet the growing need for
EMS services while working with partners to develop alternatives for health care services and balancing
fire protection services in the field units. Specifically, the PFD has created an EMS Deputy Commissioner
position to assist in developing the most effective and efficient service delivery model for EMS and Fire
Service. The new Deputy Commissioner is scheduled to start in February 2014 and will work with
various groups and organizations to reduce EMS call/transport volume. The PFD implemented a 12 hour
work schedule for firefighters to align their schedule with the FLSA compliant paramedic work schedule.
This shift addressed several administrative, management and supervisory concerns. The PFD is using 911
funding to implement an EMS priority dispatch system to prioritize by need the calls coming into the
Communication Center and determine the types of calls that may be better served through alternative
service models. The PFD is also using 911 funding to implement a Geographical Information System
(GIS) deployment software program that will assist with operational management in real time and
simulations of potential future operational models.

Maintaining a strong well trained workforce: The Department has incurred high overtime costs over
the past few years. As with the Police Department, one contributing factor to overtime is the large
number of firefighters unavailable for duty because of “Heart and Lung” claims. The FDP is working on
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reducing injuries and accidents that lead to serious medical conditions through training exercises and
risk reduction plans that stations are required to comprise and practice.

Total Number of Days Affected by Heart and Lung Claims
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Another contributor to those overtime costs, besides members out sick or injured, was the large number
of vacancies due to retirement of members and normal turnover. In June 2013 the Department lost
approximately 95 members to retirement under the DROP program. To mitigate overtime costs and
maintain a strong workforce, the Department hired and trained 174 new firefighters in FY13 and an
additional 185 firefighters to date in FY14. The PFD is using a $16.3 million grant Federal Emergency
Management Agency (FEMA) to fund the salaries and benefits of 128 of those newly hired firefighters.
The Department was also awarded $2.1 million from FEMA through the Assistance to Firefighters grant,
matched by $532,000 of City funding, to assist with the training, education and certification of all PFD
officers.

In FY14 the PFD plans to use the Deccan System, which is a strategic planning software tool, to
accurately assess various scenarios and decisions regarding station relocation, consolidation, disaster
planning and Homeland Security directives and measures. In addition, the PFD will also use the Balanced
Scorecard management program to align employee activities with the department’s goals. In the face of
increased demand for service, the Philadelphia Fire Department has and will continue to provide
professional high quality services to the citizens and visitors of the City of Philadelphia.
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DEPARTMENT OF HUMAN SERVICES

The Department of Human Services’ (DHS) mission is to provide and promote safety, permanency, and
well-being for children and youth at risk of abuse, neglect and delinquency.

Budget Trends: A large portion of the Department of Human Services’ budget was transferred from the
General Fund to the Grants Revenue Fund in FY12 resulting in a significant reduction in DHS’s General
Fund budget since FY0S8. The FY15 General Fund allocation is on par with FY14 current estimate. The $5
million increase in the FY15 Other Funds allocation relative to FY14 is a result of higher reimbursement
from the State for pension benefits.

FY14 FY15
Adopted  FY14 Current FY14-FY08 Proposed FY15-FY14
FY08 Actual FY13 Actual Budget Projection Change Budget Change
General
Fund 614,779,975 90,394,071 98,338,951 98,338,951  (516,441,024) 98,338,951 -
-84.0% 0.0%
Other
Operating 10,902,987 471,053,020 552,239,129 487,179,606 476,276,619 492,227,040 5,047,434
Funds 4368.3% 1.0%
Total
Operating 625,682,962 561,447,091 650,578,080 585,518,557 (40,164,405) 590,565,991 5,047,434
Budget -6.4% 0.9%

Performance Trends: DHS surpassed its goals for the delinquent placement population and juvenile
detention. Fewer than 1,000 (983) youths were in delinquent placement on the last day of Q2 FY14,
with no youth in out-of-state placement. This indicates that delinquent residential programs that meet
the needs of youth were available within the Commonwealth. Detention at the Juvenile Justice Services
Center (JISC) is court-ordered. At 97, the average daily population at the JISC for Q2 FY14 remained
below the benchmark of 105. By taking care to hold only those youths who posed threats to public
safety, a smaller number of youth were held in secure confinement.

The dependent placement population on the last day of Q2 FY14 showed an increase when compared to
the same point in time for Q2 FY13. This increase was due to a significant increase in the number of
general protective service reports called into the DHS Hotline. DHS anticipates the number of calls to
the DHS Hotline will continue to increase due to changes in the State laws that expand the definitions of
child abuse and perpetrator. DHS is hopeful that it will be able to keep the number of children in
dependent placement stable through the work of the Improving Outcomes for Children initiative. Of the
children in out-of-state dependent placement on the last day of Q2 FY14, 76% were in care with
extended family through kinship care. This is a positive trend, in that more children are able to maintain
familial connections instead of residing in out-of-state congregate care. The number of children in
dependent placement for more than two years has declined from 5,283 in FY08 to 1,376 for FY13. This
comparison highlights a reduction of 74%, and it suggests a commitment to achieving timely permanent
outcomes for children.
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Although the number of permanency discharges per fiscal year has declined, DHS has set a goal of
increasing permanency discharges by approximately 10% over FY13. At the end of Q2 FY14, DHS has
achieved 48% of its goal. Of the 649 permanency discharges, 30% were adoptions while more than
twice that percentage, 61%, were reunifications. This would indicate that factors adversely affecting
the overall safety and well-being of children with their families were ameliorated with appropriate
interventions.

FY14-
FY13- FY13
FY12  FY13  FYl4  Ql-Q2 FY15
Performance Measure FY08 FY12 FY13 Change Q1-Q2 Q1-Q2 Change FY14 Goal Goal
U EC A 2,140 | 1,633 | 1,229 | -247% | 612 649 6.0% 1,350 1,400
(all types)
Adoptions (subset of 356 480 352 | 267% | 176 194 10.2% 400 400
permanency discharges)
Total
Average daily Youth 133 119 105 | -11.8% | 104 97 6.3% | Population |5,
Studies Center population less than
105
Dependent children in 5283 | 1,843 | 1,376 | -253% | N/A | 1,581 | #vALUuE! [ 1,300 1,325
care more than two years
FY14-
FY13- End of End of FY13
Endof Endof Endof FY12  FY13  FY14 Q2 FY15
Performance Measure FY08 FY12 FY13 Change Q2** Q2** Change FY14 Goal Goal
Dependent placement 5740 | 4030 | 4179 | 37% | 4115 | 4375 | 6.3% 4,000 4,300
population
Delinguent placement 1657 | 1,198 | 1,155 | -36% | 1,181 | 1,023 | -13.4% 1,000 1,000
population
Dependent out-of-state 143 45 48 67% | 445 44 1.1% 40 40
population
Delinguent out-of-state 101 6 3 | s00% | 4 1| -75.0% 4 4
population
Total out-of-state 244 51 51 0.0% 49 45 7.2% 44 44
population

* The numbers for these performance measures represent a point in time: last day of fiscal year (June 30th)
** The numbers for these performance measures represent a point in time: last day of Q2 (December 31st)

Key Accomplishments

Progress towards Full Implementation of Improving Outcomes for Children: During FY13 and FY14, the
Department of Human Services (DHS) has made great strides towards full implementation of the
Improving Outcomes for Children Initiative (I0C). I0C aims to decentralize the provision of direct case
management services through a network of Community Umbrella Agencies (CUAs) that demonstrate the
capacity and ability to provide child protection and child welfare services based within the community.
To date, all ten CUAs have been selected through a competitive request for proposal process. Two
CUAs, Northeast Treatment Centers and Asociacion Puertorriquefios en Marcha, are currently
operational. Catholic Social Services and Turning Points for Children are scheduled to receive their first
cases from DHS in January 2014.
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As DHS transfers the responsibility of ongoing service delivery to the CUAs, DHS has been working to
strengthen its Hotline and Investigation Services. In addition, DHS has designed and implemented a
comprehensive family teaming process that focuses on affording the family a voice in planning for the
children and family. Finally, DHS is continuing to enhance its ability to provide monitoring, oversight and
technical assistance to its contracted providers.

Reduction of Congregate Care: During FY13 and FY14, with the assistance of the Annie E. Casey
Foundation, DHS has focused on reducing the number of youth who are placed in congregate care
(group home and institution settings). In an attempt to provide better outcomes for children, DHS is
moving towards using congregate care settings for short term therapeutic services that cannot be
provided in a child’s home or community. In order to reduce reliance on congregate care placements,
DHS has used a variety of strategies. First, DHS has increased the use of youth driven teamings, whereby
the youth has a strong voice in the meeting of key parties in a case including the family and
professionals and can select support people to attend the meeting. Other strategies include deploying a
Commissioner approval process, which requires the Commissioner to sanction the use of a congregate
care placement, and an increased focus on decreasing shelter placements. In November 2012, 22.5%
of dependent youth in placement were in congregate care. By November 2013, 20.1% of the dependent
youth in placement in Philadelphia were in congregate care.

Increased focused on Older Youth: In November of 2013, DHS opened its new Achieving Independent
Center at the Leon H. Sullivan Human Services Center at 1415 N. Broad Street. The AIC is a one-stop
shop for youth in foster care, ages 14-21, to receive services to improve outcomes during their transition
to adulthood. The move to the new center has allowed DHS to expand its services to youth age 14 and
up. In addition, the new location allows for an increased partnership with Temple University.

In an effort to improve outcomes for older youth exiting the foster care system, DHS applied for and
received a two-year discretionary grant from the Administration for Children Youth and Families
Children’s Bureau for Pipeline Up to Stable Housing (PUSH), a strategic intervention to prevent
homelessness for youth aging out of the foster care system. PUSH will be an opportunity to create a
canopy under which current citywide homelessness initiatives can work together to allow service
providers to access resources in a systematic fashion. DHS will work with partners at Office of
Supportive Housing, Department of Behavioral Health and Intellectual disability Services and other non-
profit agencies to develop a protocol for assessing risk and protective factors that impact youth and
young adults at-risk for homelessness. The project will also implement a Natural Mentoring program,
Caring People ‘R’ Everyone (CARE), a promising practice that may be effective in helping older youth
prevent homelessness. PUSH is expected to impact approximately 1,800 youth who represent 47% of
our foster care population. The award amount is $345,000 for the first year starting September 30,
2013, and $360,000 is anticipated for the second year starting September 30, 2014.

Juvenile Justice: In November of 2013, DHS, in partnership with the Juvenile Probation Department,
celebrated the opening of two Evening Reporting Centers (ERCs), which are entities that serve as
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community based alternatives to secure detention. Use of the ERC's is a strategy to reduce
overrepresentation of minority youth in detention, prevent the disruption in education which occurs
when youth are placed and ensure that youth appear for their court hearings as ordered.

IMANAGING DIRECTOR — PUBLIC SAFETY

The Managing Director’s Office’s (MDO) mission is to be the City of Philadelphia’s standard bearer for
innovation and the catalyst for change; to engage and service Philadelphia's citizens with focus,
dedication, efficiency and flexibility; and to lead while developing staff, coordinating stakeholders and
maintaining the people’s trust. While most of MDO activities relate to Goal 5 and will be discussed in
the Goal 5 chapter, the MDO does oversee some important programs that help meet the City’s goal of
making Philadelphia safer. Specifically the MDO oversees the PhillyRising program, the Office of
Emergency Management, the Criminal Justice Coordination Office, and, as of FY13, the Legal Services
fund. The MDO’s budget trends are described in the Goal 5 chapter.

Accomplishments

PhillyRising: PhillyRising focuses on neighborhoods throughout Philadelphia that are plagued by chronic
crime and quality of life concerns and establishes partnerships with community members to address
these issues. The PhillyRising Team coordinates the actions of City agencies to help neighbors realize
their vision for their community through sustainable, responsive and cost-effective solutions. Since
beginning as a pilot in February 2010, PhillyRising has expanded to 15 neighborhoods and all six Police
Divisions. PhillyRising has had a major positive impact on quality of life in target neighborhoods and has
been responsible for the following:

e Aided in the creation of 6 public computer labs (Point Breeze, Swampoodle, Hartranft,
Kensington, St. Hugh’s and Frankford);

e Held 6 Citizens’ Engagement Academies (Hartranft, Swampoodle/Strawberry Mansion,
Southeast/Point Breeze, Kensington, Frankford, and Kingsessing) graduating a total of 132
residents;

e Held 5 “Career Boot Camps” (Swampoodle, ElImwood, Haddington, Kingsessing, and Frankford)
training residents in the skills needed to perform a successful job search and obtain
employment;

e Held the first city-wide PhillyRising Conference, attended by 253 guests, to share best practices
were with residents and recognize 22 residents with a PhillyRising Neighborhood Champion
award, 12 City employees with a PhillyRising Outstanding Partner Award and 2 residents with a
PhillyRising Community Hero Award;

e Held focus groups with residents to discover strengths and weaknesses of the PhillyRising
Collaborative;

e Completed 7 Successful Service Projects in Honor of Martin Luther King, Jr. in January of 2013,
engaging approximately 300 volunteers in service projects throughout the city;
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e Hosted 3 mural painting days in partnership with the Mural Arts Program and the Mayor’s Office
of Civic Engagement and Volunteer Services through the PhillyRising CREATES grant. PhillyRising
engaged 340 volunteers and cleaned/revitalized 76,100 feet of space through these projects;

e Supported 4 different events celebrating Comcast Cares Day throughout the city. These events
involved painting a mural with the Mural Arts” Program in Southeast, a cleanup project in St.
Hugh’s, building a community garden in Lawncrest, and celebrating community efforts to keep
Strawberry Mansion high school open and begin working on its community garden;

e Held 2 Summer Crush Clean up events in the Southwest Division engaging over 200 volunteers
to clean up over a 5 block radius;

e Launched the MyPhillyRising mobile application; to support engagement with neighborhood
residents and other participants in the PhillyRising process; and

e Supported operations of other City departments including the Streets Department, Department
of Licenses and Inspections, and Department of Parks and Recreation in PhillyRising
neighborhoods by reporting graffiti, aiding in the cleaning of lots and alleys, reporting
abandoned and imminently dangerous buildings to be demolished or cleaned and sealed,
hosting clean ups of Parks & Recreation facilities, facilitating trainings for new Philly311
Neighborhood Liaisons, establishing and recruited new members for ‘Friends Of groups, New
Town Watch groups and PBMC Block Captains and leveraging volunteers for community
projects.

In January of 2014, the PhillyRising Team worked with the Mayor's Office of Community Empowerment
and Opportunity (CEO) to transition five of their front line outreach staff to PhillyRising so that they
could assist in community engagement activities, including outreach, information distribution and
support services at meetings. In 2014 and beyond, PhillyRising intends to codify, expand and ensure
sustainability and permanence of its impact. First, it aims to identify and replicate programs that have
been successful in one PhillyRising neighborhood throughout other PhillyRising neighborhoods. Second,
PhillyRising will expand to include PhillyRising 2.0 neighborhoods. PhillyRising 2.0 goes beyond
providing service to the most distressed neighborhood including neighborhoods that are having some
struggle, but also have enough social infrastructures in place that they may be moved in a positive
direction without intensive intervention. The PhillyRising team will work with these neighborhoods in a
more limited manner than traditional PhillyRising areas but hope to achieve similar goals of crime
reduction and improvement to quality of life.

Youth Violence Reduction Partnership: The Youth Violence Reduction Partnership (YVRP) currently
serves roughly 1,050 youth per month between the ages of 14 and 24 years old. Youth are referred into
YVRP through the juvenile and adult probation programs and in most cases have been previously
identified as high risk for committing and/or being the victim of violence. YVRP operates by having
probation officers and street workers from the Philadelphia Anti-Drug/Anti-Violence Network (PAAN)
contact the youth on a regular basis to provide evaluation, guidance and social services support.
Additionally YVRP offer participants with comprehensive life and job readiness skills, coupled with hands
on paid internships in the communities in which they reside. The program has successfully served 170
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Youth Partners, with 85% receiving employment, 58 full time positions, 67 part time positions and 19
receiving seasonal work. On average, the number of homicides fell 8% across the Six YVRP Police
Districts (12th, 19th, 22nd, 39th, 24th and 25th).

Criminal Justice Prison Population Management Unit: This Unit monitors the Philadelphia Prison
System population on a daily basis and determines whether or not the number of persons confined
exceeds or will exceed the capacity of the Prisons. The Unit identifies candidates for special release
according to the policies approved by the Population Management Policy Board in 1995 and, by
signature of the Director of the Criminal Justice Population Management Unit, will certify the confined
person’s eligibility for special release. This report is run twice weekly and staff attends hearings to
authorize special release. Such controls have led to effective monitoring of the prison population and a
subsequent decrease in the prison population from approximately 9,200 in January 2013 to 8,663 in
January 2014.

Town Watch Integrated Services: Operation Town Watch Integrated Services (TWIS) promotes
neighborhood safety by training neighborhood residents in the concepts of Community Policing and on
how to form and operate a neighborhood Town Watch group and by engaging institutions, community-
based organizations, and local leaders in the process of Community Policing. Overall, there are 830 Town
Watch groups currently active in Philadelphia. In 2013 TWIS staff trained and organized 130 new Town
Watch groups and facilitated 315 training sessions in which a total of 1,017 residents received
instruction in Community Policing. In addition, Town Watch in partnership with the School District of
Philadelphia undertook WalkSafePHL, as an expansion of its existing Safe Corridors program at the start
of the 2013-2014 School Year. WalkSafePHL was created in response to safety concerns of families and
communities as students prepare to attend schools that are outside of their neighborhoods following
the closing of 24 public schools in June 2013. This effort was spearheaded by TWIS which trained and
certified volunteers to provide a safe corridor for students as they travel to and from school. This
program was designed in collaboration with the Mayor’s Office of Civic Engagement and Volunteer
Service, the Mayor’s Office of Education, the Philadelphia Police Department, the PhillyRising
Collaborative, the Office of Public Safety, the School District of Philadelphia and SEPTA Police.
Throughout the first half of the school year, 50-100 volunteers staffed 28 routes twice daily, creating a
safe pathway for children to travel to and from school.

Office of Emergency Management: The Managing Director’s Office of Emergency Management (OEM)
is responsible for ensuring the readiness of the City of Philadelphia for emergencies of any kind. OEM
educates the public on how to prepare for emergencies, leads citywide planning and policy development
related to emergency management and coordination, mitigates the impact of emergencies, conducts
training and exercises and coordinates on-scene response and recovery operations.

Preparedness Workshops: OEM offers a comprehensive public education program to engage
Philadelphians and help them prepare for emergencies, both natural and human-caused. In 2013 OEM
lead or participated in 65 preparedness events ranging from workshops with community group, trainings
with business and nonprofit organizations, or community outreach events. New in 2013, OEM
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developed and launched a unique training program targeting personal care home owners and operators
that focused on improving resilience among some of Philadelphia’s most vulnerable individuals. As part
of its public outreach efforts, OEM has preparedness brochures available in English and six other
languages, and has developed materials in large print and Braille and audio CDs for the visually impaired.
More than 27,000 pieces of educational literature were distributed in 2013.

Social Media and Emergency Alert: In April 2008 the Southeast Pennsylvania region launched
ReadyNotifyPA, an emergency text and email alert messaging service that keeps the public informed
during large-scale emergencies. In 2013 there was a 9.4% percent increase in new subscribers
registered on ReadyNotifyPA, bringing the total enrollment on the system to 33,218. On average OEM
saw a 10.4% increase across the various social media tools it uses. One of OEM’s goals for 2014 is to
improve the design and utility of the OEM website and develop a mobile application.

Planning: In 2013 OEM completed four citywide response plans including an Energy Assurance Plan,
Excessive Heat Response Plan, Severe Weather Plan and Winter Weather Emergency Plan. In addition
to finalizing these plans, OEM continued to make progress on its emergency shelter program, citywide
logistics management program and is actively working on comprehensive revisions to the city’s
Hazardous Materials Response Plan, Mass Casualty Plan and Mass Fatality Plan. In addition to finalizing
these revisions, OEM will newly release the city’s Damage Assessment Plan, Debris Removal Plan and
Family Assistance Center Plan in 2014.

Training and Exercises: OEM continues to exercise and train various systems and response plans, such
as Philadelphia's evacuation plans, mass care and sheltering capabilities, mass casualty response, the
city's ability to move lifesaving medications to local hospitals and its ability to receive medical evacuees
as a participant in the National Disaster Medical System. In 2013 OEM shifted directions to include focus
on public works and infrastructure initiatives. Through the support of a Department of Energy grant,
OEM developed and tested an energy assurance/utility disruption plan and led a series of exercises on
disruption of key utilities such as electricity, natural gas and petroleum. In May 2013, OEM, in
conjunction with the Philadelphia Police Department, Philadelphia Fire Department and SEPTA,
conducted Operation Edge IlI, a full-scale exercise which simulated an improvised explosive device on
SEPTA’s Broad/Ridge subway spur and tested the capabilities of first responders from the Police
Department and Fire Department to respond to an event similar in scope to those experienced by
London, Madrid, Moscow, and other metropolitan areas. Operation Edge Il was a repeat of a similar
exercise conducted in 2012, but augmented to further test first responders. OEM continues to
coordinate training on the Incident Command System which is a requirement for the City to maintain its
compliance with the federally mandated National Incident Management System.

Emergency Response, Incident Management, and Special Event Coordination: OEM serves an important
role in managing and operating the City's Emergency Operations Center (EOC) and coordinating
emergency response activities. Much of OEM’s focus in 2013 was implementing lessons learned
captured during the city’s response to Hurricane Sandy in 2012. A significant component of that
includes improving the utility of the EOC and better managing incident-specific data to inform efficient
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response and resource prioritization. Furthermore, the Regional Integration Center (RIC), OEM’s 24/7
Watch Command unit, monitored nearly 400 incidents in 2013. Thirty-three of those incidents escalated
to a level which required the deployment of OEM’s on call field response teams. The ability of the RIC to
analyze emergency situations and coordinate with agencies has enabled OEM to deploy smarter, faster,
and more appropriately. Finally, OEM continues to serve as the lead agency for coordinating public
safety for major special events. In 2013, OEM stood up a Joint Operations Center for the July 4™
Welcome America celebration and Labor Day concert, Made in America. Additionally OEM’s mobile
command post (CP-1) was deployed to support major events such as the Broad Street Run, Gore-Tex
Marathon and Army/Navy Game. OEM and public safety agencies have historically been involved in
major special events but have quickly adapted processes in response to the bombings at the Boston
Marathon. This coordination supports the city in its pursuit to be the best city in the nation for major
special events.

DEPARTMENT OF LICENSES AND INSPECTIONS

The Department of Licenses and Inspections (L&I) is in charge of enforcing the Philadelphia code and
educating residents about the code’s requirements. The core services of L&l are to inspect properties
and businesses for compliance to fire and property maintenance, trades and profession codes;
inspect/clean and seal vacant properties and conduct demolition program for imminently dangerous
buildings; review plans, inspect and issue permits according to building, zoning, plumbing and electrical
codes; and issue licenses for various trades and business activities and locations.

Budget Trends: The Department of Licenses and Inspections General Fund allocation increased in FY14
and increases again in the proposed FY15 budget. The FY15 proposed budget allocates an additional
$2.0 million from the General Fund to hire additional inspectors to strengthen demolition controls to
ensure safe public and private demolitions. As a result of budget cuts in FY09, FY10, and FY11 during the
economic recession, funding decreased $4.7 million from FY08 to FY14. Some funding was restored
(from a low of $18 million) to $21.2 million in FY12 and has increased since then. L&I’s General Fund
allocation in FY14 has been increased by over S4 million relative to FY13 to pay for additional
demolitions ($3 million) to address the list of imminently dangerous properties (see performance trends
for a more detailed discussion) and for 20 new code enforcement inspectors and building inspectors
who are anticipated to generate revenue for the City. Grant funding has fluctuated significantly from
FYO8 to FY13 as a result of the Neighborhood Transformation Initiative funding from the Redevelopment
Authority ($3.5 million) in FYO8 becoming available again in FY13 ($6.6 million). Starting in FY11 L&l
received a significant increase in ARRA-related grant funding from the Neighborhood Stabilization
Program Il (NSP2) program, which provides funds to restore foreclosed properties into productive use
through selected demolitions as well as rehabilitation and new construction. NSP2 funding ends in FY13.
Other operating funds in FY14 are higher due to over appropriation to account for uncertainty.
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FY14 FY15
Adopted  FY14 Current FY14-FYO08 Proposed FY15-FY14
FYO08 Actual FY13 Actual Budget Projection Change Budget Change
General
Fund 30,254,839 21,473,909 22,588,074 25,588,074 (4,666,765) 27,564,573 1,976,499
-15.4% 7.7%
Other
Operating 4,347,491 2,224,446 5,017,647 5,017,647 670,156 5,014,818 (2,829)
Funds 15.4% -0.1%
Total
Operating 34,602,330 23,698,355 27,605,721 30,605,721 (3,996,609) 32,579,391 1,973,670
Budget -11.6% 6.4%

Performance Trends: Between FY12 and FY13 the Department increased the number of building
permits issued (3.6%) and also improved most service delivery times for over the counter services and
plan review. The number of residential buildings demolished declined by 4.1% in FY13 compared to
FY12 due to decreases in demolition grant funding. This figure also showed a decline (31%) between the
first halves of FY13 and FY14 due to the high volume of NSP2 ARRA funded demolitions which had to be
fully expended by the end of January 2013. Following the demolition accident in June 2013 at 2138
Market Street, L&l received an overwhelming influx of complaints that resulted in the need for
immediate demolition action. With 251 demolitions already completed for the year, L&l is trending
similarly to last year’s numbers for demolitions and currently has a list of over 600 properties that have
been designated imminently dangerous. With approximately $1.2m less to spend on demolitions due to
the end of NSP2 funding, L&I received an additional $3 million in FY14 and FY15 to address the list of
imminently dangerous properties in the City. As a result of this additional funding, L&l projects to
demolish a total of 650 properties in FY15. Operations inspections decreased by 11.3% between FY12
and FY13 and are down by 9.5% in the first half of FY14 due to fluctuations in service requests as well as
increased compliance.

L&l has improved its service delivery to customers almost across the board. Notable improvements
have been the servicing times for over-the-counter services to license, zoning and building customers
and to process zoning and building applications, which all improved in FY13. Service improvements for
more time consuming activities such as reviewing commercial and residential building plans and zoning
plans have generally trended upwards. L&I is now delivering all of these services within the target
service time more than 95% of the time.

Key Accomplishments

Increasing demolition and construction safety: Following the building accident that occurred at 2138
Market Street in early June 2013, the Department of Licenses and Inspections (L&I) responded with
alacrity to increase the safety of demolition and construction practices. L&I attended City Council’s
Special Committee on Demolitions hearings, participated in conversations regarding legislation on
construction and demolition and cooperated with the Inspector General’s Office, the Law Department
and the Grand Jury, the Controller’s Office, and the Mayor’s Blue Panel Commission. While City

77



FIVE-YEAR FINANCIAL AND STRATEGIC PLAN FY15-FY19 GOAL1

Council’s recommendations for policy and procedure changes (which are ultimately Building and
Administrative Code changes) have been published, recommendations from the Blue Ribbon Panel
recommendations are due on July 1, 2014, and the Grand Jury will undoubtedly have implications for
the Department’s operations. In the meantime L&I is making changes to its policies and procedures such
as issuing new standards for contractors to follow for demolitions, revamping the Construction Site
Taskforce, which is the unit that checks active construction sites for proper paperwork (i.e. permits,
insurance, etc.) and, most recently, started requiring contractors applying for permits and licenses to
supply specific insurance and a current Tax Clearance documentation. These have not only created a
stronger sense of safety but also been well received by the public.

Additionally, L&I is undertaking organizational changes that will strengthen its ability to monitor
construction practices and respond to emergencies. First, L&l will create a Compliance Unit in March
2014 to strengthen contractor compliance, which will review all insurance, surety and bonding
documents to ensure minimum acceptable standards are met; audit and review permit applications to
ensure accuracy; review third party applications from architects, engineers and expeditors; and manage
Occupational Safety and Health Administration trainings to employees and the outside.

Second, a new Emergency Services Division (ESD) will be created, which will combine the Contractual
Service Unit (CSU), the recently created Construction Site Task Force (CSTF), the Department’s Clean &
Seal Unit and the new Compliance Unit mentioned above into one comprehensive multi disciplined unit
that will address and respond to unsafe building conditions 24 hours per day 7 days per week. CSU is
responsible for all emergencies related to unsafe and imminently dangerous structures and for
coordinating all public demolitions. The Construction Site Task Force was created in September 2012 to
enforce all contractor licensing requirements, monitor construction sites for clean and safe construction
conditions and issue Streets Department Right of Way (ROW) permits and licenses for all contractors
working on the sites. The ESD would be headed by a Director with a direct report to the L&l
Commissioner. The EST would result in expanded oversight of L&I’s public demolition program and
improved response times for emergencies by merging responsibilities among the CSU and CSTF
inspectors. In addition, the Division would have the ability to conduct proactive inspections of safety
conditions in highly developed areas and expand the investigative capability for contractor compliance.
The ESU will consist of 16 inspectors that will be assigned and work alongside L & | construction Units in
the North, South, East, Central and West Districts. Approximately 3-4 inspectors will be assigned to each
district. ESU inspectors permanently assigned to districts will improve communications within the
Department and improve the productivity if inspectors performing these functions.

New L&l Mission, Vision & Values: To help strengthen the identity of the department, L&l undertook an

effort to create a new vision, mission and values statement. Thirty employees representing each unit

within the three divisions of the department (development, operation and administration), participated
in the creation of the following statements:

e Vision statement: The Department of Licenses and Inspections is your partner in building safety.

e Mission Statement: The Department of Licenses and Inspections is committed to making

Philadelphia the Nation's leader in building safety. We support investment, growth, and
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development through education, code enforcement, and the delivery of outstanding customer
service.
e Values: Integrity, Customer (diversity & tolerance), Quality, Committed, Accountability

Receipt of IAS Accreditation: After over a year of comprehensive review of L&I’s technical procedures
and practices of the Department’s development division and multiple field visits, L& received IAS
Accreditation in September 2013. International Accreditation Services (IAS) is a subsidiary of the
International Code Council (ICC), and IAS accreditation provides objective evidence that an organization
operates at the highest level of ethical, legal, and technical standards. L&I’s IAS accreditation was
recognized at the annual ICC conference in October 2013, and Philadelphia is now the largest city in the
nation to hold this honor. In order to maintain this prestigious distinction, 1AS will return in three years
to once again review our policies and procedures and make a determination on whether we have
upheld best practices. This will keep L&I current with industry standards.

Resolving minor code violations more quickly: In FY14 L&I began an effort to reduce the volume of
property maintenance cases that end up in court by issuing Code Violation Notices rather than Notices
of Violation in the case of minor code violations, such as high weeds, inoperable cars in the exterior lot
or exterior paint needed. Previously L&l only issued Notices of Violation, which, if the violation is not
addressed, end up in court and thereby result in more inspections. A Code Violation, on the other hand,
allows the recipient to correct the violation by addressing the issue and paying a fine. Addressing these
minor violations with a Code Violation Notice rather than a Notice of Violation has started to decrease
the number of cases processed in court and lead to more rapid resolution.

Complete roll out of the Vacant Property Strategy Citywide: L&I began the Vacant Property Strategy in
April 2011 to address how the 25,000 City- and privately-owned vacant properties are bought, sold, and
maintained. The initiative, run by the Department’s Vacant Strategy Unit (VSU), seeks to hold private
owners accountable for the maintenance of their vacant property and thereby improve the surrounding
neighborhood in accordance with the vision of residents and community groups. The initiative consists
of multiple steps — from research to court cases — and, as of December 2013, these steps have been
rolled out into every neighborhood in the City.

e Inspections and Enforcement: In addition to inspecting all suspected vacant properties identified
by the VSU, inspectors also inspect and cite other vacant properties they encounter in their
census tracts and those that are reported through 311. As of December 2013, 12,664 properties
have been inspected, and 8,532 citations have been issued for various property maintenance
violations. This effort has brought the compliance rate of vacant building violations from 4.5% to
almost 33%. It also generated more than $1.1 million in permit and license revenue in 2013
alone as a direct result of property owners taking steps to bring their properties into compliance
after receiving code enforcement citations from the Department.

e Utilizing New Enforcement Measures: At the heart of the Department’s effort is the aggressive
enforcement of the City’s “Doors and Windows” ordinance, which requires that vacant and
partially-occupied mixed-use buildings have operable doors and windows in all openings with a
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fine of up to $300 per day per non-compliant opening. Inspectors have cited 2,741 properties
for a doors and windows violation. More than 900 properties — totaling 36% of the privately-
owned properties cited for doors and windows — have been rehabilitated, occupied or sold.

e Dedicated Court Time: L&l continues to work alongside the Law Department and Court of
Common Pleas Judge Bradley Moss on “Blight Court,” a monthly court date dedicated
exclusively to the prosecution of non-complied “Doors and Windows” cases and imposition of
the $300 per day fines on property owners who fail to comply with the “Doors and Windows”
ordinance. More than 320 vacant properties have been returned to productive use. A total of
506 properties have entered the court process, with a 63% compliance rate of those that exit
the process. The Department’s efforts have also resulted in the imposition of nearly $1 million
in absolute fines and default judgments against property owners, which can be executed upon
and collected with the sale of the subject properties at Sheriff Sale.

The VSU continues to expand its multi-pronged blight reduction effort through the continued roll out of
initial inspections in all Districts, a strong focus on vacant properties reported through 311, targeted
inspections of large-scale owners of blight, and partnerships with community groups to identify blighted
properties that are having a negative impact on surrounding neighborhoods. These community
partnerships will continue to expand in 2014 when L&I begins commercial corridor sweeps to enforce a
new provision of the “Doors and Windows” ordinance that requires partially-occupied mixed-use
buildings to have operable windows and doors. L&l has partnered with community groups and other
City agencies on education and outreach around this issue, and will continue to work with community
partners to tackle these blighted buildings on the City’s key commercial corridors.

The VSU continues to partner with other City agencies on various other policies designed to reduce
blight throughout the City. Through a partnership with Revenue and Law, the VSU has recommended
hundreds of blighted, tax-delinquent properties for Sheriff Sale and hundreds of properties with unpaid
liens for abatement work performed by L&I and created a new system for taking these properties to
Sheriff Sale. Both of these efforts have not only put vacant properties into the hands of new owners,
but also resulted in new revenue streams for the City. The VSU has also expanded its partnership with
311 to ensure that residents can easily and efficiently report vacant and blighted buildings and has
worked with community groups to increase awareness of both 311 and L&I’s website.

Positioning the Department for Project eCLIPSE Implementation: Project eCLIPSE (electronic
Commercial Inspection Permit Services Enterprise) is the replacement of L&I’s current database system,
Hansen. The main objective of this project is to enable online application, payment, processing, status-
checking and printing of relevant documents for all department activities, including business licensing,
permitting, inspections, Electronic Plan Review and code enforcement. Contract negotiations were
completed in December 2013, and L&l is positioned to begin the implementation of Project eCLIPSE in
2014, which will be completed in 2016. This department-wide effort will involve participation from
several other City Departments, such as Revenue, Streets and Water, and will allow L&I to work more
efficiently and effectively than in the past.
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Adoption of the Philadelphia Property Maintenance Code: For the purposes of simplifying
Philadelphia’s Property Maintenance Code, L&I has worked diligently in cooperation with City Council to
adopt the International Code Council’s (ICC) Property Maintenance Code to replace Philadelphia’s
current code on property maintenance. Pending final adoption by City Council, the ICC Code has several
advantages: it is easier to read and follow, takes a proactive rather than a reactive approach to property
maintenance and maintains the viability of aging building and housing stock and current code provisions
which are unique to our city. Since the City already recognizes ICC’s Building Code for construction of
new buildings, adopting the ICC property maintenance code will bring all of the code under the nation’s
best practice, which has been adopted by 36 other states across the country.

CAPITAL BUDGET TRENDS AND HIGHLIGHTS

Capital budget trends: Capital investment in Goal 1 related departments consists of the Police
Department, the Philadelphia Prisons System, the Fire Department, and the Department of Human
Services. The total FY15 Capital budget allocates $12.8 million in City funding consisting of General
Obligation bonds and prefinanced loans for capital improvements to these Departments and $85.2
million over the six year capital program.> The Police Department’s capital budget is budgeted to
decrease by 69.9% ($7.1 million) in new General Obligation supported funding in FY15; this decrease is
attributable to significant carryforward from previous years that can used to complete various police
renovation projects. Additionally, the Woodhaven Base Realignment and Closure facility received $6
million in FY14 and only $2 million FY15 since sufficient funding had been received in previous fiscal
years ($9.6 million from FY11 to FY13). However, the six year capital program for the Police Department
is 45% higher over FY15-FY20 versus FY14-FY19 due to increased funding to support large scale police
facility projects. The Prisons System’s capital budget is budgeted to decrease 18.9% ($1.4 million) in City
funding. This decrease is largely attributable to the elimination of a one-time funding of $2.35 million
that had been included in the FY14 budget for land acquisition. The Fire Department’s capital budget is
budgeted for an increase of 57.3% (S1.4 million) of City funding, which is largely attributable to
additional funding recommended for interior, structural, roof and elevator improvements for various
fire facilities. The Department of Human Services was removed from the capital program in FY15
because no additional new funding was requested. Additionally, the Philadelphia Juvenile Justice
Services Center, the sole capital project under the Department of Human Services, was completed.

* prefinanced loans are loans that the electorate or City Council has already authorized.
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FY15 FY15-FY20

FY14-FY19 Proposed Proposed FY15-FY14

Source of  FY14 Budget Budget Budget Budget change**

Department funding* S Thousand S Thousand S Thousand S Thousand S Thousand

Police City 10,143 31,623 3,050 45,730 -7,093
funding

Total 48,042 69,522 32,358 75,038 -15,684

Prisons City 7,150 21,100 5,800 17,100 -1,350
funding

Total 32,513 46,463 26,527 37,827 -5,986

Fire City 2,480 18,150 3,900 22,320 1,420
funding

Total 12,399 28,069 12,283 30,703 -116

Human Services City 0 0 0 0 0
funding

Total 4,129 4,129 0 0 -4,129

Total City 19,773 70,873 12,750 85,150 -7,023
funding

Total 97,083 148,183 71,168 143,568 -25,915

* City funding consists of General Obligation bonds, prefinanced funds, and new PICA funds. Total funding includes
various funding sources such as new General Obligation bonds; prefinanced funds; PICA funds; federal, state and private
funds; carryforward funds; other government funds; City self-sustaining funds; and other City sources.

** Change in total capital funds could reflect a change in spending of carryfoward from all sources as well as a change in
receipt of new funding from all sources.

Key Projects
Police

4601 Market Street: The City will acquire the former Provident Mutual Life Insurance Company’s
headquarters located at 4601 Market Street in West Philadelphia, and rehabilitating it into a new police
headquarters, city morgue, and health offices. The renovation is anticipated to cost $250 million and
will be funded through a bond financing. This is a consolidation which could provide needed upgrades
to City facilities and allow the City to potentially sell existing assets (e.g. the existing Police
Administration Building, Health Administration Building, and the Medical Examiner’s Office).** In
addition, this project will repurpose a vacant building and help revitalize a part of West Philadelphia in
need of investment. The funding for debt service for project is included in the operating budget.

Woodhaven BRAC Facility / Philadelphia Police Training Center: In 2011, the U.S. Department of
Defense, as part of its Base Realighment and Closure (BRAC) program, closed the Philadelphia Memorial
Armed Forces Reserve Center located on Woodhaven Road. The Woodhaven facility is being renovated
as a multipurpose site to house the Police Training Academy, the Philadelphia Crime Information Center,
Advanced Training, Standards and Accountability, Audits and Inspections, Overtime Management, 911
training, and the storage of homeland security vehicles. This facility has been designed to be LEED
Certified, and will include a new main access roadway. A total of $15.5 was allocated in FY11 through
FY14, and S2 million has been recommended for FY15 for the completion of the project. The main

** Proceeds from the future potential sales these of assets are not reflected in this Five Year Plan.
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facility and site design for this project were completed in 2013, and capital improvements for this
project are expected to begin in June 2014 with an expected completion date of summer 2015.

Police Facility Renovations: In FY15 $1.05 million is recommended for improvements at Police facilities
throughout the city. These improvements include interior renovations as well as mechanical, electrical,
plumbing and safety systems. These facilities house community based emergency operations that strive
to provide premium life safety protection to city residents. Funds will also be used for the interior and
exterior renovations at the Police Academy Valor Hall which is expected to cost $350,000. The Police
Department also has $14.7 million in carryforward consisting of General Obligation and PICA funds
available for other Police Department projects.

Philadelphia Prison System

Security System Improvements: In FY15, $3 million is recommended for Security Systems Improvements
at various prison facilities. These funds will be used to continue Phase 4 of Security Systems
Improvements at Philadelphia Industrial Correctional Center (PICC). Work includes upgrades in
telecommunication, video surveillance and improvements to general control systems. Other security
improvements of $1 million are for design and construction of an electronic replacement system and
door replacement system as required in the Health Services Wing of the Detention Center.

Prison System Renovations: In FY15 $2.8 million is recommended for improvements at various Prison
facilities. Included in these improvements are providing emergency power generation at the Curran-
Fromhold Correctional Facility (CFCF) and the House of Corrections as well as implementing heating
improvements at the Philadelphia Industrial Correction Center (PICC), Detention Center, Women's
Detention Center and Curran Fromhold Correctional Facility (CFCF). Funds will also be used for interior
renovations at the Holmesburg Prisons Training Academy, the primary training facility for the
Philadelphia Prisons System.

Fire Department

Fire Facilities: Fire facilities provide critical emergency response for the residents and businesses within
Philadelphia. In FY15 $3.9 million is recommended for interior and exterior improvements at various fire
facilities throughout the City. $2.1 million will be used for exterior improvements which include
structural improvements, roof replacements, ramps, sidewalks and paving improvements and structural
assessments, design work, and implementation. The remaining $1.8 million will be used for interior
improvements at various Fire facilities including mechanical, electrical and plumbing improvements at
various Fire facilities and elevator renovations at the Fire Administration Building.
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GoOAL 2: THE EDUCATION AND HEALTH OF PHILADELPHIANS IMPROVES:
OVERVIEW OF INITIATIVES AND KEY ACCOMPLISHMENTS

The Mayor’s second goal focuses on two main outcomes: first, to improve educational results and
opportunities for Philadelphians, and, second, to advance the health and wellbeing of Philadelphians.
With Philadelphia having only 24.3% of people over the age of 25 with at least a Bachelor’s degree
compared to 27.8% in Pennsylvania and 29.1% in the nation, and ranking middle of the pack (82nd out of
189 metro areas) in the 2012 Gallup-Healthways Well-Being Index, the Mayor has taken a number of
steps to invest in the health and education of Philadelphia’s next generation.** Mayor Nutter established
an aggressive set of targets to improve these outcomes by the end of his term, and these efforts are
already showing positive results.

Goal 2 performance relative to targets

Values M Baseline* Current Performance M FY15 Target
that

should

increase 4 year high school graduation rate
80.0%

Percent of residents over the age of 25 with a bachelors

degree or higher 30.0%

Healthy food access (Number of low-income residents 367,772

in food deserts) 306,803

200,000

27.3%
Percent of adults who smoke

Values
that
should Smoking-related mortality

decrease

Youth obesity rate (6-17 years)

Adult obesity rate (18+ years)

* Baseline refers to calendar year 2007 for smoking-related mortality; Academic Year 2007-2008 for youth obesity
rate; FYOS8 for 4-year high school graduation rate; 2008 for percent of residents over 25 with a bachelors degree;

* Number of people over age 25 with at least a Bachelor’s degree is based on the American Community Survey, 1 year
estimate, 2012. The Gallup-Healthways Well-Being Index is a composite of respondents’ self evaluation of their physical health,
life evaluation, emotional health, healthy behaviors, work environment and basic access to food, shelter and health.
Philadelphia metro area 82" out of 189 metro areas surveyed, up from 130" in 2011. Source: 2012 State of Well-being:
Pennsylvania. Accessed on January 26, 2014.
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The previous chart displays the outcome metrics tracked by the City against Goal 2. Specifically,
education outcomes are measured by the 4-year high school graduation rate and the percent of
residents over the age of 25 with a Bachelor’s degree or higher; and health outcomes are measured by
smoking rates among adults and youth and smoking-related mortality, obesity rates among adults and
youth and access to healthy food. As shown in the chart, significant progress has been made on all
indicators towards the stated goals, particularly in the areas of smoking reduction and improving access
to healthy food.

FY15 Proposed Goal 2 Spending

Independent Officials,

100% ndependen

80%

70% |

60%

50% Goal 4, 8%

Goal 3, 5%

40%
Goal 4, 5%
Goal 3, 1%
Goal 2, 22%
30% Goal 2, 7% 0
20%
Goal 1, 26%
10% Goal 1, 21%

0%
General Fund All Funds General Fund All Funds

Budget by Goal Goal 2 Budget by Department

* Other departments include the Human Relations Commision, the Mayor's Office of Community Services, and
the Youth Commission.

** Employee Benefits represent an unusually high proportion of FY15 expenditures due to the $700 million
pension payment appropriation using the proceeds of the sale of Philadelphia Gas Works. Excluding this
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As shown in the previous chart, Goal 2 spending on education and health comprises roughly 7% (5308
million) of the City’s general fund budget and 21% ($1.8 billion) of the City’s total operating funds. The
departments and agencies that are primarily focused on achieving the outcomes under this goal are the
Department of Behavioral Health/Intellectual disAbility (67% of total Goal 2 spending in all funds), the
Department of Public Health (20%), the Office of Supportive Housing (5%), contributions to the School
District of Philadelphia and the Community College of Philadelphia (5%), the Free Library (3%), the
Human Relations Commission (<1%), the Mayor’s Office of Community Services (<1%), and the Youth
Commission (<1%).

OUTCOME 1: IMPROVE EDUCATIONAL OPPORTUNITIES AND OUTCOMES FOR PHILADELPHIANS

THE MAYOR’S OFFICE OF EDUCATION

In 2008 Mayor Nutter established the Mayor’s Office of Education (MOE) to work on the related goals of
increasing the high school graduation rate to 80% by 2015 and raising the rate of Philadelphia residents
with a college degree to 36% by 2018. Currently, the on-time high school graduation rate is 64%, up
from 57% in 2007, and the percentage of residents with a 4-year college degree or higher is 24.3%, up
from 21% in 2007. The MOE has built networks for communication and collaboration and identified
common ground on which all stakeholders, including K-12 schools, the business community, higher
education and the non-profit sector can achieve the following key outcomes: to help the School District
of Philadelphia (the District) establish financial stability and increase educational outcomes, improve
parent and community engagement efforts, provide all Philadelphians access to high-quality educational
options and increase the number of youth who graduate from high school ready for post-secondary
success. The MOE also works with K-12 schools and area higher education institutions to strengthen the
educational pipeline from high school through college completion and to increase the number of
Philadelphians with a college degree.

Budget Trends: The City has increased its annual funding to public education by $155 million between
FYO8 and FY14. Several of the increases resulted from legislation, including increases in the District
portion of the property tax (FY12), Parking Authority fines (FY12), Use and Occupancy tax (FY13), and
the City Contribution (FY12 and FY13). This extraordinary amount of funding has been borne by
Philadelphia taxpayers, home owners, and local businesses. These increased dollars were necessary, but
not sufficient, to help the schools provide for the safe school environments and necessary curricular and
extracurricular activities for Philadelphia youth.

In FY14, in response to the District’s budget crisis, the City committed $69 million out of the General
Fund and an additional $28 million through enhanced tax collections efforts. In addition, the City had
received authorization from the State to maintain the sales tax at 2% in FY15 and beyond, which, under
state legislation, was to return from 2% to 1% in FY15, and to provide $50 million worth of FY15
revenues to the District in FY14 through a borrowing. Per the State legislation, the District would receive
an additional $120 million worth of sale tax revenue revenues beginning in FY15. For FY15 through
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FY18, the next $15 million in revenue from the sales tax would go to pay debt service on the borrowing.
Any funds beyond that $135 million would go to the City’s pension system. After the debt service on the
borrowing is repaid, any revenue above $120 million would go to the City’s pension system.

City Council President Darre