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What is the Quarterly City Managers Report? QUARTERLY CITY MANAGERS REPORT
For the Period Ending September 30, 2009

What is the Quarterly City Managers Report?

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

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

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

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

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

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

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

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



What is the Quarterly City Managers Report? QUARTERLY CITY MANAGERS REPORT
For the Period Ending September 30, 2009

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

Cash Flow Forecast: Most financial reporting in the Quarterly City Managers Report is
presented on a modified accrual basis, consistent with the City's accounting methodology. Under the
City's modified accrual accounting rules, some revenues are reported on an accrual rather than a
cash basis and obligations are recorded when encumbered or expended. To enable the reader to
assess the City's actual current and projected year-end cash position, the City Managers Report also
presents a cash flow forecast for the fiscal year. Actual cash results are presented for all months of
the fiscal year for which cash receipt and disbursement activity has been recorded, and a projection
is made for the balance of the fiscal year.
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City of Philadelphia
QUARTERLY CITY MANAGERS REPORT
FOR THE PERIOD ENDING September 30, 2009

Introduction

This Quarterly City Manager’s Report (QCMR) for the first quarter FY2010 projects that the General
Fund will end FY2010 with a fund balance of negative $31 million. We estimate $75.7 million in
anticipated negative adjustments and $44.7 million in anticipated positive adjustments based on
trends and information through October 30, 2009.

Economic Context

The national and world economies have begun to show signs of economic growth over the last
month. On October 29, 2009 the US Bureau of Economic Analysis announced that 3rd Quarter Gross
Domestic Product was 3.5% greater than the prior quarter, signaling to many economists and
observers that the longest economic contraction in the US in over 60 years was coming to an end.
In spite of this welcome news, the job situation has yet to improve: on November 6, the US Bureau
of Labor Statistics announced that US unemployment had risen to 10.2%, the highest level of
unemployment in the US since 1983. The consumer and residential real estate sectors have
improved recently, but continue to display weakness when compared to levels experienced as
recently as two years ago.

This weak, but improving, economic context continues to impact the Philadelphia economy and the
City of Philadelphia’s revenues. Real Estate Transfer taxes have shown sizable improvement as the
national housing market has stabilized, while Wage Taxes have shown some unanticipated
weakness in the face of continued national job losses and weak growth in wages. Finally, we
remain optimistic that as funds from the American Recovery and Reinvestment Act become
available they will be spent quickly and provide a much-needed economic boost to the local
economy.

Negative Adjustinents

There have been a number of developments over the first four months of FY10 that will, in all
likelihood, reduce revenues or increase expenditures for the year. These negative adjustments total
$75.7 million for the year and are as follows:

Current Weakness in Wage Tax Collections - Wage tax receipts through October 2009 are 3% below
budget for FY10. The weakness was particularly evident in receipts received Between July 1st and
September 30%. While receipts improved in October, we are now projecting that wage tax
collections will fall short of budget by approximately $50 million in FY2010. It is unclear what
factors have contributed to this weakness, although we believe that the absence of a state budget
during the summer prompted many employers dependent on state funding to take actions that
resulted in lower wages and fewer employees and lower wage tax remittances to the City.

Department of Human Services Needs Based Budget Gap - Every year the City’s Department of
Human Services develops a Needs-Based Plan and Budget for Children and Youth Services, in
conjunction with the First Judicial District, which it then submits to the Commonwealth of
Pennsylvania’s Department of Public Welfare for funding. For FY10 the Commonwealth has
provided $5 million less in funding than was anticipated in the Needs Based Plan and Budget
adopted by the City and included in the FY10 budget.



Loss of State Police on Patrol Grant - The FY10 Budget also assumed that the Commonwealth would
provide $10 million in grant funds to maintain staffing levels for the Philadelphia Police
Department. These grant funds were not included in the final budget adopted by the
Commonwealth, requiring the General Fund to absorb the $10 million loss in funding so that police
sworn strength can be maintained at current levels. This loss will impact the City in FY10.

Current Police Spending Trends - Police Department expenditures through the four months of the
FY10 Fiscal Year suggests that the Department will exceed its FY10 budget by approximately $4
million. While this amount represents less than 1% of the total Police Department budget, the
modest size of the City’s FY10 budgeted fund balance ($2.9 million) underscores the need to
monitor small variations in spending from the adopted budget.

Loss of Fee Revenue for Medical Evaluation Unit - The FY10 budget included approximately
$500,000 in anticipated fee revenue from the City performing medical evaluations for new City
employees. We do not anticipate any revenue being realized from this source in FY10.

Recovery Office Funding - To augment the City Recovery Office’s efforts to monitor and report on
the City’s use of American Recovery and Reinvestment Act (ARRA) funds, $175,000 has been
included to hire at least one dedicated staff member to assist the Recovery Officer for the balance of
FY10, to purchase approximately 40 licenses for monitoring and reporting software, and to provide
resources to conduct pre-audit reviews of ARRA grants received by the City.

Increased Division of Technology Operating Expenditures — The City’s Chief Information Officer has
identified a number of significant operating issues that will require $5 million in additional funding
for the Division of Technology for the remainder of FY10. Primary among those issues is a critical
need to purchase equipment to maintain the operability of the City’s network and as well as a need
to fund a series of hardware and software maintenance contracts that do not have sufficient
funding in the FY10 budget. The Budget Office and DOT are currently preparing a transfer
ordinance to submit to City Council to address these issues.

Increase in PICA Debt Service - The Pennsylvania Intergovernmental Cooperation Authority (PICA)
will incur additional debt service costs of $2.5 million annually beginning in FY10, which will
reduce the amount of Wage Tax receipts the City will receive from the PICA Wage Tax account.
PICA will incur those additional costs as a result of the disruption in the municipal bond market.

Shortfall in Recycling Revenue - Revenue from the sale of recycled materials has diminished in FY10
by approximately $1.5 million due to the falloff in recyclable materials collected, which we believe
is a consequence of the current economic recession. We expect that we will continue to experience
reduced revenue from recyclable materials until the economy starts to strengthen.

Additional Negative Risks

In addition to the list of potential negative adjustments listed above there are two areas that carry
additional financial risk to the City for FY10 and beyond. The City is currently in arbitration with
the Philadelphia Fraternal Order of Police Lodge #5 (the FOP) and Local 22 of the International
Association of Fire Fighters (the IAFF). New contracts for employees represented by the American
Federation of State, County, and Municipal Employees, District Council 33 and District Council 47
will also be subject to negotiation over the coming months. While we still anticipate awards and
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agreements that are consistent with the five year plan, it is not certain these contract arbitration
processes and negotiations will result in awards or contracts that reflect the wage and benefit cost
assumptions that were included in the Five-Year Financial Plan for FY10-FY14. If awards or
contracts are greater than what was anticipated in the FY10-FY14 FYP, fund balances will be
negatively affected over the FYP, which would require expenditure adjustments and potential
service reductions to ensure a balanced FYP. In addition, the City has anticipated sizable revenues
from collection of delinquent taxes in FY10; if these assumptions are not realized this will also
negatively affect the FY2010 fund balance.

Positive Adjustments

We have also experienced a number of positive developments over the first four months of FY10
which have helped to offset the negative adjustments detailed above: these positive adjustments
total $44.7 million and are as follows:

Increase in Real Estate Transfer Tax Receipts - Through the first four months of the fiscal year Real
Estate Transfer Taxes (RTT) have outperformed budget substantially. Our current estimate is that
RTT will exceed the FY10 budget by $20 million this year if current trends continue for the
remaining 8 months of the year. This appears to be a permanent change in the tax base. We remain
concerned, however, that the Philadelphia housing market may experience a substantial drop in
prices this year, which would affect these new estimates of RTT. In addition, we believe that the
Federal first time home buyer’s tax credit of $8,000 may have inflated sales for the last four months.

Increase in Business Privilege Tax Base - Business Privilege Tax (BPT) receipts for FY09 were $20
million higher than the estimate included in the FY10-FY14 FYP, suggesting that an adjustment to
the base for this revenue is in order. Consequently, we have adjusted the base for BPT revenues for
FY10.

Stadium debt service savings - We are estimating that we will save approximately $4.7 million in
debt service associated with the outstanding debt for Lincoln Financial Field and Citizen’s Bank
Park due to the elimination of a litigation reserve no longer needed.

The aggregate of these changes results in a negative estimated fund balance for the General Fund
for FY10 of about $31 million.

Next Steps

The Budget Office recently issued instructions for preparing FY11 budget requests to departments
and agencies receiving General Fund support. Those instructions require departments to array
proposals and recommendations for reducing their General Fund support by 7.5% for FY11 and for
the Five-Year Plan for FY11-FY15. While we do not know at this point which of these proposals will
have to be implemented, it is clear that many of them will have to be implemented. We expect to
present this proposal for the FY11 budget and the FY11-FY15 Five-Year Plan to the City Council by
late January or early February 2010. In addition, we will continue to closely examine every hire,
contract and revenue opportunity in order to close FY10’s projected gap.

Stephen J. Agostini

Budget Director

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

City of Philadelphia

November 16, 2009
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Summary Table R-1
Analysis of Tax Revenue
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING SEPTEMBER 30, 2009
Amounts in Millions

Forecast
Tax
TB Plan

Better Than Worse Than

Forecast
Net
Variance

Reasons/ Comments
TB Plan

City Wage Tax

($41.0) FY 2009 Base
FY 2009 Estimated Actual : $1,127.3
FY 2009 Actual: $1,117.0

Decrease: ($10.3)

FY 2009 to FY 2010 Base Growth Rate:
5/09 Estimated Growth Rate: 2.5%
Current Estimated Growth Rate: 0%

FY 2009 Tax Rate: Res.: 2.48% City , 1.5% PICA : Non-Res.: 3.5392% City
FY 2010 Tax Rate: Res.: 2.4296 City , 1.5% PICA : Non-Res.: 3.4997% City

The rate reductions are effective July 1

Real Estate Tax

FY 2009 Base

FY 2009 Estimated Actual : $404.8
FY 2009 Actual: $400.1

Decrease: ($4.7)

FY 2009 to FY 2010 Base Growth Rate:
5/09 Estimated Growth Rate: 3.0%
Current Estimated Growth Rate: 1.5%

FY 2009 Tax Rate: 33.05 mills City plus 49.59 mills School District Total 82.64 mills
FY 2010 Tax Rate: 33.05 mills City plus 49.59 mills School District Total 82.64 mills

Business Privilege Tax $20.0

FY 2009 Base

FY 2009 Estimated Actual : $365.7
FY 2009 Actual: $386.0

Increase: $20.3

FY 2009 to FY 2010 Base Growth Rate:
5/09 Estimated Growth Rate: (5%)
Current Estimated Growth Rate: (5%)

FY 2009 Tax Rate: 1.415 milis on gross receipts and 6.45% of net income
FY 2010 Tax Rate: 1.415 mills on gross receipts and 6.45% of net income

Sales Tax

FY 2009 Base

FY 2009 Estimated Actual : $128.0
FY 2009 Actual: $128.2

Increase: $.2

FY 2009 to FY 2010 Base Growth Rate:
5/09 Estimated Growth Rate: (5%)
Current Estimated Growth Rate: (5%)

FY 2009 Tax Rate: 1%
FY 2010 Tax Rate: 2% effective October 8, 2009.

Real Estate Transfer Tax $20.0

FY 2009 Base

FY 2009 Estimated Actual : $110.6
FY 2008 Actual: $115.1

Increase: $4.5

FY 2009 to FY 2010 Base Growth Rate:
5/09 Estimated Growth Rate: (24%)
Current Estimated Growth Rate: 0%

FY 2009 Tax Rate: 3%
FY 2010 Tax Rate: 3%

Other Taxes

Total Variance From TB Plan

1

$40.0 |

$41.0)] [ (51.0)]

Difference between FY 2010 Adopted Budget

and Target Budget Plan. $7.1

$0.0

]| $47.1 |

Total Variance From Budget

($41.0)] | $6.1 |

-1-
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Summary Table R-3
Analysis of Locally Generated Non-Tax Revenue and Revenue From Other Governments
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING SEPTEMBER 30, 2009

Amounts in Millions

Forecast Forecast

Non-Tax Revenue Better Than Worse Than Net Reasons/ Comments
TB Plan TB Plan Variance

Public Health ($0.5) Loss of Medical Evaluation unit fees
Streets ($1.5) Recycling revenue lower than budgeted
Police ($10.0) Police on Patroll grant lower than budgeted
Pica City Acccount ($11.5) Reduction in wage tax collection and increased debt service.
Human Services $38.0 Prior year child welfare payments not received in FY2009.
Total Variance From TB Plan ] $38.0 | ($23.5)] [ $14.5]
Difference between FY 2010 Adopted Budget
and Target Budget Plan. ($52.3)
Total Variance From Budget 1 $38.0 | ($75.8)] [ (337.8)]

Forecast Forecast
Other Revenue Sources Better Than Worse Than Net
and Adjust t TB Plan TB Plan Variance Reasons/ Comment

Net Revenue from Other Funds

Net Adjustments - Prior Years

TOTAL OTHER SOURCES ] | $0.0 | $0.0 | | $0.0 |
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QUARTERLY CITY MANAGERS REPORT

Summary Table R-5

Summary of Revenue
Dept. of Human Services/Dept. of Public Health

GENERAL FUND
FOR THE PERIOD ENDING SEPTEMBER 30, 2009
(000 omitted)
FY 10 FY 10 FY 10 Increase/
FY09 Adopted Target Current (Decrease)
AGENCY AND REVENUE SOURCE Actual Budget Budget Estimate vs Target
PUBLIC HEALTH
Local Non-Tax Revenue:
Payments for Patient Care 9,054 9,376 9,376 9,376 0
Pharmacy Fees 1,759 1,686 1,686 1,686 0
Other 668 1,520 1,520 1,020 (500)
Sub-Total Local Non-Tax 11,481 12,582 12,582 12,082 (500)
Revenue from Other Governments: '
State:
County Health (1) 11,964 11,500 11,500 11,500 0
Medical Assistance-Outpatient (Health Centers) 2,196 7,058 7,058 7,058 0
Medical Assistance-Nursing Home 14,559 16,384 16,384 16,384 0
Medical Assistance-Other 46 51 51 51 0
Federal:
Medicare-Outpatient (Health Centers) 2,454 1,597 1,597 1,597 0
Medicare-Home Care (Nursing Home) 1,408 1,700 1,700 1,700 0
Medical Assistance-Outpatient (Health Centers) 2,721 3,042 3,042 3,042 0
Medical Assistance-Nursing Home 17,715 17,523 17,523 17,523 0
Medical Assistance-Other 18 30 30 30 0
Summer Food Inspection 60 49 49 49 0
Sub-Total Other Governments 53,141 58,934 58,934 58,934 0
TOTAL, PUBLIC HEALTH 64,622 71,516 71,516 71,016 (500)
HUMAN SERVICES
Local Non-Tax Revenue:
Payments for Child Care - S.S.I. 5,096 4,000 4,000 4,000 0
Other 228 500 500 500 0
Sub-Total Local Non-Tax 5,324 4,500 4,500 4,500 0
Revenue from Other Governments:
State:
Act 148 Reimbursement (Children & Youth/Juv. Just.) (1) 398,672 370,400 405,330 405,330 0
TANF Transition 2,309 0 0 0 0
Other 0 0 0 0
Federal:
Title IV-B Reimbursement (C.& Y./Juv. Just.) (1) 2,735 0 0 0] 0
T.AN.F. 41,257 30,205 30,205 30,205 0
Title IV-E Reimbursement 56,211 146,187 96,257 91,257 (5,000)
Title IV-E Reimbursement prior year adjustment 0 0 0 43,000 43,000
Sub-Total Other Governments 501,184 546,792 531,792 569,792 38,000
TOTAL, HUMAN SERVICES 506,508 551,292 536,292 574,292 38,000

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




City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING SEPTEMBER 30, 2009

GENERAL FUND
OBLIGATIONS







Table O-1

Analysis of Forecast Year-End Departmental Obligations
QUARTERLY CITY MANAGERS REPORT
GENERAL FUND
FOR THE PERIOD ENDING SEPTEMBER 30, 2009

(Amounts in Millions)

Note: “Obligations include "Encumbrances," which may be

recorded for the entire fiscal year, as well as "Expenditures.”

Forecast Forecast Net "TB Plan": Target Budget Plan
Better Worse Variance = Adopted During FY 2010 for FY 2010
Than TB Than TB From TB
Department/Cost Center Plan Plan Plan Reasons/Comments
- Infrastructure and maintenance
Division Of Technology ($5.0) upgrades.
Police ($4.0) Increased overtime.
Sinking Fund Commission $4.7 Stadium litigation reserve no longer
needed.
TOTAL VARIANCE FROM
TARGET BUDGET PLAN $4.7 (39.0) (34.3)
Difference between FY2010
Adopted Budget and FY2010
Current Target Budget Plan $0.00 ($2.9) ($2.9)
Obligations
Forecast Forecast Net
Better Worse Variance
Than Than From
Budget Budget Budget
TOTAL VARIANCE FROM
BUDGET $4.70 ($11 ‘Sg)o—)l ($7.2)

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