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COUNCI L PRESI DENT
JOHNSON:  Good norni ng, everyone.
This is the public hearing of the
Commttee of Fiscal Responsibility
and | ntergovernnmental Cooperation.
The purpose of this public hearing
is to hear testinony regarding
Resol uti on No. 240886.

Ms. Hel en Loughead, can
you please call the roll.

THE CLERK: Vice-Chair
Counci | menber O Nei l | .

COUNCI LMAN O NEI LL
Present.

THE CLERK:
Counci | menber Squi I | a.

(No present.)

THE CLERK:
Counci | menber Gaut hi er.

(No present.)

THE CLERK:
Counci | menber Jones.

COUNCI LMAN JONES:
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Present.

THE CLERK:
Counci | mrenber Young.

COUNCI LMAN YOUNG
Present .

THE CLERK:
Counci | mrenber Driscoll.

(No present.)

THE CLERK:
Counci | mrenber Lozada.

COUNCI L\WOVAN LOZADA:
Present.

THE CLERK:
Counci | menber Bass.

(No response.)

THE CLERK:
Counci | menber Philli ps.

(No response.)

THE CLERK:

Counci |l nrenber G | nore Ri chardson.

COUNCI LWOVAN 3 LMORE
RI CHARDSON: Present.
THE CLERK:

Counci | mrenber Thomas.
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(No response.)

THE CLERK:
Counci | mrenber Harrity.

COUNCI LMAN HARRI TY:
Her e.

THE CLERK:
Counci | mrenber Ahmad.

COUNCI LWOVAN  AHMAD:
Her e.

THE CLERK:

Counci | mrenber Landau.

COUNCI LWOVAN LANDAU:

Her e.

THE CLERK:
Counci | menber Brooks.

(No response.)

THE CLERK:
Counci | mrenber O Rour ke.

COUNCI LMAN O ROURKE:

Her e.

THE CLERK: Counci |
Presi dent Johnson.

COUNCI L PRESI DENT
JOHNSON:  Here. Thank you. A
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quorumof this Commttee is
present. This hearing is now
called to order.

WIl the derk please
read the title of the revol ution
before the Conm ttee today.

THE CLERK: Resol ution
240886, authorizing the Commttee
on Fiscal Stability and
I nt ergover nment al Cooperation to
hol d quarterly hearings that
I ncl ude nonthly reporting
requi rements, to discuss the fiscal
position and overarchi ng soci al
I npact goals of the Cty, including
and as related to the Five-Year
Plan and reporting requirenents set
forth in the Quarterly Gty
Manager's Report and as submtted
to the Pennsyl vani a
I nt er gover nment al Cooper ati on
Aut hority.

COUNCI L PRESI DENT
JOHNSON: Thank you very nuch.

Page 5

Lexi tas Legal Phil adel phia
215-504- 4622




Fiscal Stability and Intergovernnental Cooperation
02/ 26/ 2025

© 00 N oo o b~ w N P

NN NN R R R R R R R R R
A W N P O © O N O O A W N B O

WIl the derk please
call the first panel.

THE CLERK: Yes. Rob
Dubow, Finance Director and Sabrina
Maynard, Budget Director.

(Wtnesses approached
Wtness table.)

COUNCI L PRESI DENT
JOHNSON: Good nor ni ng.

MR. DUBOW  Cood
nor ni ng.

COUNCI L PRESI DENT
JOHNSON:  Just state your nane just
for the record. Please begin your
testinony. But good norning, Rob.
Good norni ng, Sabri na.

MR. DUBOW (Good

nmor ni ng, Council President Johnson

and nenbers of the Commttee. |'m
Rob Dubow. I1'mthe Cty's Finance
Director. | amjoined at the table

by Sabrina Maynard, the GCty's
Budget Director. Thanks for the

opportunity to update you on the

Page 6

Lexi tas Legal Phil adel phia
215-504- 4622




Fiscal Stability and Intergovernnental Cooperation
02/ 26/ 2025

© 00 N oo o b~ w N P

NN NN R R R R R R R R R
A W N P O © O N O O A W N B O

status of our finances.

As we'll discuss, we are
testifying before you at a tine of
hei ghtened risk for the Gty's
finances. In addition to that risk
and to the end of our $1.4 billion
in COVID relief funding, we face
our | egacy chall enges of a fund
bal ance that is |lower relative to
those at peer cities. A Pension
Fund that, while inproving in
health, is a funding percent that's
still in the 60s.

We al so face high
infrastructure costs, high |evel of
fixed costs. W have a high
poverty rate that both depresses
our revenue base and increases the
demand for services. W also face
t he usual risk of potential
econom ¢ slowdown. That risk is
hei ght ened however by the
uncertainty around the actions of

the federal governnent, and that
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uncertainty creates nultiple
threats to the City's finances.
Perhaps the largest are the threats
to our grants and to our tax base.

To put that in context,
in FY24 we recei ved about $2.8
billion in federal grants. The new
federal governnent's review of al
grants rai ses doubts about the
timng of receipt of those grants,
and in the worst case could nean
sone grants m ght not even be
received. And then we've seen in
the recently passed budget by the
Federal House about $880 million in
Medi cai d costs, actually obviously
will have a really big inpact on
people's ability to get the nedical
care that they need.

Federal governnment may
al so make cuts that wll affect
what has been kind of the bul wark
of our City's tax base, nedical

institutions, educational
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institutions and governnent. In
FY24 education and nedi ca
institutions and gover nnent
accounted for nmore than $1 billion
in wage tax collections. That's
al nost 45 percent of our

reducti ons.

The federal governnent
has al ready cut the nunber of staff
enpl oyed in Phil adel phia, and
potential cuts to research funding
could lead to additional job cuts.
Those job cuts woul d obviously be
reflected in our wage tax
col | ecti ons.

Under standi ng that there
are al ways potential threats to our
budget, we've taken steps to guard
our fiscal condition. W' ve built
up a fund bal ance that the recently
rel eased quarterly report shows
will end this fiscal year at about
$580 mllion. That's about 9

percent of revenues, which is
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slightly higher than our internal
goal of having a fund bal ance of
bet ween 6% and 8% of revenues, but
it's much [ ower than the roughly
17% r ecommended by the Gover nnent
Fi nance O ficers Associ ation.
We've also built up the
Budget Stabilization Reserve Fund,
which will add an extra | ayer of
protection for the city. And in
the quarterly report that was just
rel eased, we added an $80 million
reserve agai nst federal policy
changes. As we nonitor potential
threats to our finances, we need to
continue providing essenti al
services, inproving the Cty's
conpetitiveness and maki ng the
I nvestnments that will nmake
Phi | adel phi a the safest, cleanest,
greenest big city in the country
Wi th access to econom c opportunity
for all.

The quarterly report
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shows changes driven by one of
those investnents as it reflects
the increased spending to prepare
for the 2026 events that was

i ncluded in the Md-year Transfer
ordi nance that was voted out of
comm ttee | ast week.

The Mayor's second
budget which will release this
nmonth -- next nonth, sorry, wll
show addi tional crucial investnents
and we'll continue to bal ance those
investnments with the City's | ong-
termfiscal health. That concl udes
my testinony. W' re happy to
answer any questions you have.

COUNCI L PRESI DENT
JOHNSON:  Thank you very nuch.
Thank you for your testinony. Just
a question: So we're seeing a
proj ected fund bal ance you j ust
tal ked about in the anount of 584.3
mllion for FY25. That's 16

mllion higher than the approved
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Fi ve-Year Plan and 58 mllion | ess
than the projected fund bal ance
| ast quarter.

MR DUBOW  Correct.

COUNCI L PRESI DENT
JOHNSON:  So talk to us about how
the projected fund bal ance aligns
with our goal of being fiscally
st abl e.

MR. DUBOW Yeah. So we
have an internal goal of having a
fund bal ance that's between 6% and
8% of revenues. The fund bal ance
we're projecting is around 9% of
revenues, so it's higher than our
internal goal. The Governnent
Fi nance O ficers Association, kind
of our trade group, recommends you
have a fund bal ance that's equal to
two nonths' worth of revenues which
I's about 17% and that actually is
not inconsistent wth what other
| arge cities have.

For us we always have to
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bal ance that against the need for
i nvest nents, against our ability
gi ven the high poverty rate here,
so we bal ance where we know we
shoul d be according to what the
Government Fi nance Oficers
Associ ati on says versus what we
think is reasonable given our
needs.

COUNCI L PRESI DENT
JOHNSON:  And | renenber doing a
readi ng over the Five-Year Plan.
And just correct nme if |'m wong,
there's a projection of negative
job growth that's a part of that
particular plan. Are you famliar
with that in the Five-Year Plan
that we really originally --

MR. DUBOW Yeah. So we
base our projections on work with
an outside econonetric firm and
then they give us recommendati ons.
W test that at a neeting that PlICA

hosts for us down at the Fed. So
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we use projections based on that
back-and-forth. And our wage tax
IS a conbination of what we see in
j ob growth and what we see in
wages. And there's kind of an
interplay. So our econonetric firm
t hought that nationally the job
mar kets get very tight and that's
why you' re seeing sone job | oss.
The flip side of that is
then you see | arger wage growth
than you would if the job growth
was stronger. And | should al so
add that we have the new pl an
com ng out in just two weeks and
that wll have a new set of
proj ecti ons.
COUNCI L PRESI DENT
JOHNSON:  Okay. | just want to get
clarity. So the firmthat we use
proj ected negative job growth
t hroughout the Five-Year Plan --
MR, DUBOW A coupl e of

years in the last plan, but that
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may | ook different in what's com ng
up in a couple of weeks.

COUNCI L PRESI DENT
JOHNSON: COkay. So the one that's
com ng out will probably have a
whol e di fferent outl ook
differently?

MR, DUBOW  Updat ed
out | ook, vyes.

COUNCI L PRESI DENT
JOHNSON:  Because things are
changi ng as we nove forward.

MR, DUBOW Exactly.

COUNCI L PRESI DENT
JOHNSON: | only asked that
guesti on because | renenber going
over the Five-Year Plan and then
al so | ooking at the negative job
grow h assunption. And then how
are we figuring out to create job
growh if we know goi ng down the
next few years it's going to be
negative, our strategy actually to

grow as a nmeans to address poverty.
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MR DUBOW Yep. And
that's always our goal too, is to
see j obs grow

COUNCI L PRESI DENT
JOHNSON: Do we anticipate -- |
know we just did a transfer
ordi nance, $45 million to the
various groups that are going to be
supporting on the cel ebration of
the 250t h year of our country.

Do we take in
consi deration doi ng that
cel ebration any job growth during
that period because we're investing
so much Gty dollars and pronotion?

MR, DUBOW  So our
econonetric firmkind of |ooks at
all of that as they do their
projections. They'll | ook at
sonething like that and say, okay,
that m ght have a positive
I npact - -

COUNCI L PRESI DENT

JOHNSON: | nean us as city. [|I'm
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sorry. Not the outside firm

MR, DUBOW Well, we
base our projections on what the
outside firmgives us.

COUNCI L PRESI DENT
JOHNSON: Ckay.

MR, DUBOWN So they wil |
take that information into account
when they cone up with their
suggestions that they then show to
us and we then value test down at
t he Fed.

COUNCI L PRESI DENT
JOHNSON:  Okay. Al right. The
Cty's FY24 fund bal ance was 942.9
mllion, which was 414.2 mllion
hi gher than the adopted budget.

The fiscal year prior tothe Cty's
FY23 fund bal ance was 981.6 mllion
whi ch was over 600 m | lion higher
than the adopted budget. What were
the maj or drivers behind the

hi gher -t han- expect ed fund bal ances

and have those trends conti nued

Page 17

Lexi tas Legal Phil adel phia
215-504- 4622




Fiscal Stability and Intergovernnental Cooperation
02/ 26/ 2025

© 00 N oo o b~ w N P

NN NN R R R R R R R R R
A W N P O © O N O O A W N B O

this year?

MR. DUBOW Yeah. So
one of the biggest things that's
been driving our fund bal ance has
been our challenge with hiring
peopl e so we have usually big
under spends in our Cass 100.

W' ve put a | arge enphasis on
trying to increase the nunber of
positions that are filled. So
we're starting to see sone of that
turn around.

There are sone
departnents like L&, for exanple,
they' ve been able to hire nore
i nspectors or the Law Depart nent
has been able to hire nore | awers,
HR s (inaudible) work. So we're
starting to see sone inprovenent
there which we're hoping will then
cut into that underspend because
whil e that underspend w nds up
hel pi ng our fund bal ance, we

actually want to fill those
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positions and want to provide the
servi ces.

So that's been the
bi ggest single driver of the
i ncrease in our fund bal ance. W
al so have a business tax that's
particularly hard to project
because it doesn't conme in unti
the end of April, so it usually
conmes in after we've finished our
budget. And for the | ast couple
years, it's cone in higher than we
anticipated. So that's been a help
t 0o.

COUNCI L PRESI DENT
JOHNSON:  So you say the business
tax has been com ng in nore?

MR, DUBOW The | ast
couple years it cane in higher.

COUNCI L PRESI DENT
JOHNSON:  Hi gher than normal ?

MR, DUBOW  Yeabh.

COUNCI L PRESI DENT
JOHNSON: The report al so shows a
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projected increase of 12 mllion in
revenue fromlast quarter. Can you
provi de nore context for why these
revenues performbetter than
expected, particularly when we just
tal ked about real estate transfer
tax?

MR. DUBOW Yeah. So
the transfer tax had really rapid
growt h before the pandemc. And
then for a couple of reasons
i ncl udi ng changes in the narket,
like increases in interest rates
and the changes that we all made in
t he abatenment, there was a kind of
downturn in the nunber of
transactions. That has started to
noderate a little so that's neant
that there have been nore
transactions. Real estate transfer
tax has been a little better than
we thought it would, which is a
good indication that there's been

activity in the real estate market.
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COUNCI L PRESI DENT
JOHNSON: Do you think based upon
t hose changes, the changes in the
abatenment had a chilling effect on
t he market ?

MR. DUBON No. | think
what happened is there was a rush
to market before the change in the
abatenent. And so, because there
was that rush a lot of activity
t hat woul d have happened over the
next year or two --

COUNCI L PRESI DENT
JOHNSON:  Happened early on?

MR. DUBOW -- noved up.
Yes.

COUNCI L PRESI DENT
JOHNSON:  Because | do know
everybody did a rush to pull those
permts and kind of crashed the
systemearly on

MR, DUBOW Yes. |
think the thing that had the bigger

i npact on the market was the junp
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In interest rates.

COUNCI L PRESI DENT
JOHNSON: G ve us an idea in terns
of the economc climte how are we
doi ng conpared to ot her nmjor
cities right now | nean, we got
the title of being the |argest,
poorest city in America. However
we' re doing sonme things to nove the
Cty of Phil adel phia forward. How
do we fare, so economcally?

MR. DUBOW Yeah. So |
think we still -- if you're talking
about the poverty rate, we're still
hi gh conpared to the other top 10
cities. On the other hand, our
poverty has been com ng down
steadily and is the lowest it's
been in a while. And obviously, we
all agree there's a lot nore we
want to do. W have started to see
sonme novenent in the right
direction there.

COUNCI L PRESI DENT
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JOHNSON: Ckay.

The Chair recogni zes
Counci | renber Kathy G I nore
Ri char dson.

COUNCI LWOVAN @ LMORE
Rl CHARDSON:  Thank you,

M. President.

And t hank you very rnuch
both to Rob and Sabrina for all of
your work over the |ast several
weeks. | wanted to start here and
I can circle back obviously, but I
wanted to tal k about sone of the
sort of overarching things that
were notated in the QCVR

And | wanted to go back
to the question specifically that
M. President asked around the
hi gher -t han-anti ci pated fund
bal ance. And you know that this
typically happens each year. And
we know that staffing assunptions
are a big part of this, right --

MR. DUBOW  Yep.
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COUNCI LWOVAN 3 LMORE
RI CHARDSON: -- particularly in the
Public Safety portfolio. So |
wanted to ask the question in
advance of budget around the
staffing assunptions and if you are
realistically placing the vacancy
rate and the budget in advance so
that we have a nore realistic
picture of where we'll be at the
end of the fiscal year and then for
each fiscal year noving forward?

MR, DUBOWN Yes. So we
are and have been and w ||
continue, but we're increasing the
vacancy rate to kind of acknow edge
that positions won't be filled.

So, yes, we're doing that.

In the | onger term what
we really want to do is peel back
on the nunber of positions that
we' re show ng, acknow edgi ng that
they won't be filled and then

you' |l see the vacancy rate cone
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down and the budget will reflect
nore like what's likely to happen.

COUNCI LMOVAN G LMORE
RI CHARDSON: Can you speak to
specifically the Public Safety
portfolio? Because obviously we
know t hat we have a | ot of
overtime. There has been a nunber
of things happening. As the Mayor
stated our Black Swan event in the
Nor t heast, which our public safety
prof essionals were just stellar in
respondi ng to but because we know
we're so short-staffed, a | ot of
overtinme, sanme thing thankfully for
t he Eagl es parade and a few ot her
t hi ngs that have happened over the
| ast several nonths.

And so, | asked
specifically about the Public
Safety portfolio because even if
you | ook at PPD, we know that we're
off by at least fromfilled

positions to budgeted positions
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about 1400 vacancies. W know we
can't fill 1400 positions in a
year.

So the question renains
is how are we | ooking at vacanci es
with a real lens so that we
under st and what our fund bal ance
will truly be? W don't have the
wi ggl e room of the federal noney
anynore. So | know you all
typically go to departnments and ask
about the vacancy rates and sort of
what they believe they are able to
do for the year.

But what are you all
doi ng specifically in that Public
Safety portfolio so that we know
we' re accounting for what we coul d
actually do? Because | don't know
that, you know, we don't know what
we don't know right now about what
wi | | happen novi ng forward.

MR. DUBON So a few

things to say on that. One, the
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hiring challenge in public safety
Is a national issue, not specific
to here. W have been trying to
take actions to address it with
things like hiring and retention
bonuses and ki nd of | ooking at

t hi ngs, prisons for exanple, that
woul d hel p attract people.

But with that said,
there are still a nunber of
vacancies. W've gotten to the
point, at least with police, where
we' re not | osing ground anynore.
W' re at |east kind of staying
steady. But you'll see in the
budget that there is a healthy --
upcom ng budget, that there is a
heal t hy vacancy al | owance --

COUNCI LWOVAN G LMORE
Rl CHARDSON:  Ri ght .

MR. DUBOW There's not
enough funding in the budget to
actually fund the positions that we

show because we're assum ng that
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t hey woul d be vacant for portions
of the year, and that's really the
way we handle it now.

COUNCI LWOVAN @ LMORE
RI CHARDSON: So | guess ny request
and ny ask would be if we could
have an actual real picture for the
upcom ng budget this year so that
we know what to anticipate. Ckay.
Because | think that'll help us be
able to | ook at the budget
differently and understand what we
really need to do. kay.

MR. DUBOW  Yep.

COUNCI LWOVAN @ LMORE
RI CHARDSON: | read the QCVR when
we first received the information.
And | wanted to tal k about -- and
are you prepared to tal k about the
next M d-year?

MR. DUBOW The next
M d-year --

COUNCI LWOVAN 3 LMORE
RICHARDSON: | think I saw around
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220 mllion in new spendi ng?

MR, DUBOW Yep. So the
big portions of that are that
federal reserve that we tal ked
about and increasing that as kind
of a safety neasure agai nst what
we' re seeing.

MS. MAYNARD: So --

MR, DUBOW Identify
your sel f.

M5. MAYNARD: Hi.
Sabrina Maynard, Budget Director.
So there are other itens in there.
So that includes --

COUNCI LWOVAN @ LMORE
RI CHARDSON: So that was only about
a third of the noney, right?

M5. MAYNARD: Yep. So
there are a couple of other itens
in there as well. There are off
the top of ny head -- | can go back
and pull sonme Wellness investnents.
We had put in sonme -- thinking

about doi ng PAYQO for the remai nder
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of the phase of the Wl Il ness
proj ect that had been unveiled in
January. And we took care of the
| aw pi ece and the 2026 piece in the
M d-year fromlast week. Let ne go
back. Sorry.

COUNCI LWOVAN @ LMORE
RI CHARDSON: And while you're
| ooking so | don't use up all of ny
time, nmy last question will be
specifically on Page 23 of the QCMVR
around purchase of services
anal ysis for sel ected departnents
in the General Fund under Managi ng
Director.

So you' ve listed CPCC,
Def ender, Public Safety, and then
that's all other departnments from
the Managing Director's Ofice, is
that correct, with the 41 mllion?

MR. DUBON 41 mllion
versus the budget, yes.

COUNCI LWOVAN 3 LMORE
RI CHARDSON: And that's all under
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just Managing Director. And that's
not including Public Safety,
correct?

MR. DUBOW That's not
i ncluding the new Public Safety
office, that's right.

COUNCI LWOVAN @ LMORE
RI CHARDSON: Right. And coul d you
just talk about that a bit while
Sabrina will do the | ast answer.

MS. MAYNARD: So -- yep.
So the Managing Director's piece is
| argely, predom nantly Well ness-
related costs. So | think there's
an operating conponent about 35
mllion and a PAYGO conponent of
about 30 mllion.

COUNCI LWOVAN d LMORE
RICHARDSON: |'msorry. | didn't
hear the last --

MS. MAYNARD: Sorry.
PAYGD, Pay As You Go capital for
the Riverview facility.

COUNCI LWOVAN G LMORE
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RI CHARDSON: Ch, PAYGO.

MS. MAYNARD:  Yep.

COUNCI LMOVAN G LMORE
RI CHARDSON: Ckay.

COUNCI L PRESI DENT
JOHNSON:  Just a point of
i nformati on, can you just clarify.
It's Pay As You Go you said,
correct?

M5. MAYNARD: Yep. So
that neans we're not borrow ng for
those costs. That's just

transferring fromoperating over to

capital

COUNCI L PRESI DENT
JOHNSON: | know what Pay As You Go
means. | just want to get an idea

in terns of the operation, funding
for the Well ness Center, are they
contracts that we're going to be
using or is this inhouse?

M5. MAYNARD: It's a
nunber of contracts.

COUNCI L PRESI DENT
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JOHNSON: Thank you very nuch

COUNCI LWOVAN d LMORE
RI CHARDSON:  Thank you,

M. President.

And - -

M5. MAYNARD: Yes,
sorry. So there are a nunber of
items in there. W took care -- so
there are a couple of departnents
where -- in reference to what Rob
was speaki ng about earlier, we are
seeing higher -- we're actually
seei ng peopl e be retained and
positions be filled. And so,
that's concentrated in a couple of
pl aces.

We are seeing higher
overtime in Fire. So that's a
pi ece of that. Sustainability, the
Law Departnent, the District
Attorney's Ofice, a couple of
pl aces where we are neking
adj ustnents there. The ot her

adjustnent in the transfer
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ordi nance is noving the funding
fromthe Labor Reserve out to the
departnents that had coll ective
bar gai ni ng agreenents, so naking
sure that those go out to the
departnents that will need them

We al so are proposing
maki ng a contri -- not a
contribution, making an investnent
in the prisons for a nunber of
itens that we know we need for the
litigation. So building
mai nt enance, body caneras,
continuing the | ock project to
repl ace | ocks, air-conditioning,
training and sone ot her progranm ng
and i nvestnments. Those are sone of
the itens.

COUNCI LWOVAN G LMORE
RI CHARDSON: Ckay. G eat.

Thank you,
M. President.

COUNCI L PRESI DENT
JOHNSON:  You' re wel cone.

Page 34

Lexi tas Legal Phil adel phia
215-504- 4622




Fiscal Stability and Intergovernnental Cooperation
02/ 26/ 2025

© 00 N oo o b~ w N P

NN NN R R R R R R R R R
A W N P O © O N O O A W N B O

| just want to ask a
question before |I call the next
menber regardi ng the projected
I ncrease in the General Fund
bal ance obligations is 295 mllion
nore than budget ed, roughly $300
mllion nore than what's budget ed.
And so, | just want to get an idea
of what's driving that increase?

MR. DUBOW So the
bi ggest single thing is the reserve
we put in against federal funding,
$80 million. But there's also the
noney that we put in for 2026, the
increase in indemities cost that
was al so --

COUNCI L PRESI DENT
JOHNSON:  Separate fromthe
M d-year or the Md-year is a part
of that nunber?

MR. DUBOWN That was in
the Md-year. So both of those
things fromthe Md-year also added

to our cost. The things that
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Sabrina was tal king about with
prisons, sonme of the wellness
I nvestnent and then the smaller
things in other departnents that
are actually hiring people.

M5. MAYNARD: And 2026.

COUNCI L PRESI DENT
JOHNSON: And 2026. Okay. And
then the last thing before |I call
on ny next nenber, do you have an
update on the followng in terns of
spending: | know we did 100
mllion investnent to build a
wel | ness ecosystem And so, we saw
the results of that. 10 mllion to
support wor kforce devel opnent,
enpl oyer partnerships that include
comm tnents to enpl oynent, anot her
130 mlIlion to expand PHL Taki ng
Care of Business, 500 mllion for
the street repaving, 18 mllion for
citywi de residential cleaning
program and 12.3 mllion, which

I'"'ma beneficiary of, tw ce weekly
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trash collection. Do you have an
I dea of how nuch you spent totally
in each of those categories?

MR. DUBOWN  Yeah, we can
get you that. Sonme of that is for
mul ti-year nunbers, but we'll get
you that and get you a breakout on
t hose itens.

COUNCI L PRESI DENT
JOHNSON:  Thank you very nuch.

The Chair recogni zes
Counci |l man Curtis Jones.

COUNCI LMAN JONES:  Thank
you, M. President.

COUNCI L PRESI DENT
JOHNSON:  You' re wel cone.

COUNCI LMAN JONES:
Coupl e of quick questions and good
af t er noon.

VMR. DUBOW  Afternoon.

COUNCI LMAN JONES: Does
this surplus -- how does this
surplus rank over the past eight

years by way of anmount? Is it the
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| argest ?

MR DUBOWN So two years
ago was the largest. W were up in
the high nines. Wat we're
proj ecting now is about 580, so
it's lower than it's been the | ast
couple years but still higher than
our internal goal.

COUNCI LMAN JONES: Qut
of the taxes that we receive, there

are seven taxes, correct, ITB.] or

t axes?

MR. DUBOW Yeah, there
are a lot --

COUNCI LMAN JONES: Say
it again.

M5. MAYNARD: Roughly.

COUNCI LMAN JONES:
Roughly. Okay. O which the
busi ness tax represents about 70%
of our GCity's revenue; is that
correct?

MR, DUBOW |If you count

t he wage taxes, business tax, yes.
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COUNCI LMAN JONES: What
per cent age does real estate taxes?

MR. DUBOW So real
estate tax -- |I'll actually do
that. So our total taxes are about
5 billion | think, and -- let ne
find the real estate tax nunber.

So total taxes we're projecting
actually at 4.3 mllion.

COUNCI LMAN JONES: 4.3
million?

MR DUBOWN Billion,
sorry. If it was mllion, then
we'd have a | ot bigger problens
than we're tal ki ng about today.

And then the property tax is about
900 mllion, so about 20%i sh.

It's a bigger percent for the
School District. But for us it's a
little bel ow 20%

COUNCI LMAN JONES: What
Is our taxable total properties for
the Gty of Phil adel phia, what is

t he anount ?
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MR DUBOWN Now, | have
to get back to you on that exact
nunber .

COUNCI LMAN JONES: Real
estate that we can levy at --

MR. DUBOW Yeah, the
taxable real estate. | don't have
it off the top of ny head, but |
can get it.

COUNCI LMAN JONES: What
was it fromyour |ast recollection?

MR, DUBOW | don't know
the -- 1 know anobunts that we
collect them | don't have the
total assessed val ue here.

COUNCI LMAN JONES:  It's
nmy understanding it was sonewhere

i n the nei ghborhood of 1.6 -- nope,

168.

MR. DUBOW That sounds
right, yes.

COUNCI LMAN JONES: 168
billion.

VMR, DUBOW  Yes.
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COUNCI LMAN JONES: Wi ch
| would say is probably the | argest
t axabl e anount in our history.

MR, DUBOW Yeah. W
al so until 2013 we based
assessnents on a fractional
assessnent. So we were show ng
assessed value as like a third of
their value. So nmking that change
meant the assessed val ue
imedi ately tripled. But then the
mar ket has been strong since 2013.
So, yeah, val ues have been going
up.

COUNCI LMAN JONES:  So
because of AVI we have seen the
| ar gest anmount of increase in
taxabl e properties in the Gty's
hi story, correct?

MR. DUBOW Yeah, it's a
conmbi nati on of AVI and the strength
of the market.

COUNCI LMAN JONES:  Al'l

right. That's fair. So ny
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guesti on becones we used to get
annual requests to adjust the
mllage rate. You guys would cone
to us and say, we need X anount of
mllage rate adjustnent in order to
get this amount of revenue coni ng
into our coffers so that we can
operate the governnent, correct?

MR. DUBOWN So there
were very few mllage rate changes.
| think it may be only a coupl e of
years where there were mllage rate
changes. So that didn't happen a
|l ot for the CGeneral Fund.

COUNCI LMAN JONES:  So
what |'masking | guess is, is it
time that we based on AVI and the
i ncrease in value and the market
rate, because | know the tax report
cane back saying elimnate the
BIRT, let's take care of big
busi nesses, isn't it tinme to give
the little guy a break?

MR. DUBOW Yep. So the
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way we've been doing that is
through relief neasures. So for

| ast year, for exanple, we put in
that | owincone freeze on the
property tax so that your property
tax won't increase if you neet the
gui del i nes.

W' ve increased the
Honest ead so that honeowners see
reduced val ue. And because of the
way we've increased it, it's a
particularly beneficial inpact for
| ow val ue houses. We have the LOCP
program W have paynents -- the
OOPA program We have a really
wi de array --

COUNCI LMAN JONES: I'm
famliar with OOPA and all of that.
The question becones for ne has
t hose prograns not outpaced the
val ue that we are receiving based
on AVl and based on market rate and
isit tinme for a mllage adjustnent

downward to hel p out people who own
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real estate in our communities?

And | say all of that to
say, Rob, that | put inabill to
| ook at neutralization of that
amount to kind of evaluate where we
are, evaluate how nmuch we take in
and whether or not in lieu of the
fact that we're doing all this for
busi nesses, isn't it time that we
take a hard | ook at reducing the
burden of property owners in
Phi | adel phia? And that's a trick
qguesti on.

MR, DUBOW Yeah. But
really there's -- it's really a
questi on of approach, right,
because what we've been doi ng over
time is taking a targeted approach
to hel p people and you' re asking
should we | ook at a nore
general i zed approach hel pi ng ki nd
of everybody or is the targeted
approach better. And | think

that's a good di scussion to have
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during the budget process.

COUNCI LMAN JONES: |
think that's an accurate
assessnent .

MR, DUBOW | |ike your
use of assessnent there.

COUNCI LMAN JONES:  So |
put in -- play on words.

| have put in that bill,
M. President, for us to take a
| ook at our resolution. And we'll
be submtting a subsequent bil
because we are able to do that, but
do we regularly do that is ny
guestion. And in areas that you
have protected in South Philly and
we have protected citywde with the
reality of AVlI, sone places have
di sproportionately been
overassessed. And |'ve had
i ndi vidual s cone into ny office and
say that we have appraised the
property at let's say $200, 000.

But the reality is they couldn't
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get $150,000 for it in the real
worl d and therefore they are out of
sync, out of loop with reality.

And so, what 1'd like us
to do is take a hard | ook at that
popul ati on, although it only
represents 20% of our budget but to
homeowners it is everything. And
so, with that | would like us to
take a hard |l ook at when is it tine
to give the little person a break
and not just big business.

Thank you,

M. President.

COUNCI L PRESI DENT
JOHNSON:  You' re wel cone.

The Chair recogni zes
Counci | mrenber JimHarrity.

COUNCI LMAN HARRI TY:
Hel | o, everyone. Good afternoon.

MR, DUBOW Hell o.

COUNCI LMAN HARRI TY:
Looks |i ke everybody's sl eeping

here. Get it alittle livelier.
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Rob, | just got a couple questions.
But, one, | don't usually feed into
runors but this one disturbed ne,
so | figured let ne ask even if it
just turns out to be false.

Are we allowed to spend
the soda tax noney or is it being
held up in escrow? | was told --
the runor was that the noney that's
going fromthe soda tax is right
now held up in escrow because of
sone court battles or sonething
that are going on?

MR, DUBOWN No. When
the soda tax was first inplenented,
there were court battles and it
wasn't inmposed. But then those
battles -- won those battles --

COUNCI LMAN HARRI TY:
Good. Al right.

MR. DUBON -- so that
noney is flow ng.

COUNCI LMAN HARRI TY:
Good. Al right. Then to ny next
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guestion which is what is the total
revenue a year fromthe soda tax?

MR. DUBON It is this
year projected at 66 mllion-ish.

COUNCI LMAN HARRI TY:

What is it? I|I'msorry.

MR DUBOW It's
proj ected at about 65.7, | think.

COUNCI LMAN HARRI TY:
65.7 mllion it's projected at?

MR, DUBOW  Yes.

COUNCI LMAN HARRI TY:
kay. How nuch of that goes to the
day care, childcare?

MR, DUBOWN So we
have -- actually it is divided
bet ween that and debt service on
Rebuild --

COUNCI LMAN HARRI TY:
Rebui I d, right.

MR. DUBOWN W get you
that split. W're actually at the
poi nt where the cost of the

prograns and the debt service is
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nore than what we bring in, in the
beverage tax, so it's suppl enented
by the --

COUNCI LMAN HARRI TY:  How
about this, is it around 10 mllion
for day care? |Is that nunber --

MR, DUBOW For PreK |
think it's nore than that.

COUNCI LMAN HARRI TY:

More than that? Wat woul d you
t hi nk, anywhere around?

MR, DUBOW | don't want
to -- | don't want to guess. But |
think --

COUNCI LMAN HARRI TY:

Ckay. But you'll get ne those
nunbers and you'll get ne the
nunbers of how nmuch goes to
Rebuild. And | pulled up another
question. So Rebuild, you just
said that we are paying off |oans
for Rebuild. |Is that wth that
noney? |Is that --

VMR. DUBOW  Yes. So
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Rebuild is funded by borrow ngs and
t hen the debt service of that
bor r ow ng.

COUNCI LMAN HARRI TY:  So
we' re borrow ng noney to pay for
sonet hing, right, but --

MR. DUBOW To pay
for --

COUNCI LMAN HARRI TY: - -
the noney is supposed to be there.
So why are we borrow ng noney to do
the projects if $66.6 mllion is
going in there every year? | don't
under stand why we're not just
payi ng for these projects instead
of al so paying interest on these
projects. That's ny --

MR. DUBOW So the cost
of the projects is -- and this is
rounding. So let's say $300
mllion. And in order to fund that
upfront, we borrowed. So we'd get
noney that we could then use to

make i nvestnents in recreation
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facilities, libraries --

COUNCI LMAN HARRI TY:  So
essenti ally spending noney that we
didn't have yet?

MR. DUBOW Well, no.

We borrowed. And the reason you
borrow for sonmething, it's the sane
i ke getting a nortgage on your
house because you're going to be
using that facility for 20, 30
years. So there's a rationale that
you wi || be paying debt service
while you're getting the benefit of
that. You wouldn't borrow for
operations. You wouldn't borrow
for day care, for exanple, because
that's sonething you' re using up
that year. |It's gone. But --

COUNCI LMAN HARRI TY: MWy
thing is about the fiscal
responsibility of it. You know, if
we have noney to build, let's
build. But to take a |oan to pay

for sonmething that the noney's
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supposed to be there for, that's
where ny di sconnect is.

MR, DUBOW There's not
enough noney that cones in fromthe
beverage tax each year to pay for
all of the facilities. There is
enough noney to hel p us pay the
debt service over tinme. W would
not have been able to nake the
I nvestnent that we nmade in
facilities just by using beverage
tax noney as it canme in. And we
get the benefit fromthese
facilities over tinme. So it nmakes
sense financially.

COUNCI LMAN HARRI TY:
kay. | nean, it nmakes sense to
you. Doesn't really make nuch
sense to ne.

MR, DUBOWN Well, also
we have capital guidelines that we
base on what industry standards are
for what it nmakes sense to borrow

for and what it doesn't and we
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fol l ow t hose.

COUNCI LMAN HARRI TY:
Okay. | guess I'Il be happy with
that. GCkay. |[|'Il give you sone
nore investigating.

MR, DUBOW And happy to
talk to you about it any tine.

COUNCI LMAN HARRI TY:
Yeah, absolutely. You know, |
al ways -- noney nman.

COUNCI L PRESI DENT
JOHNSON:  Thank you very nuch,
Menber .

| just had anot her
guestion in regards to let's go
back to the mllage rate that
Councilman Curtis Jones was tal king
about and obvi ously want to neke
sure that we're providing relief
for honeowners. He tal ked about a
targeted approach versus a genera
approach. Gve ne an idea between
the difference in the approach.

MR, DUBOW Yeah. So
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targeted approach is doing things
i ke the Lowincone Freeze that we
did or the Senior Freeze or
Honest ead, whi ch just hel ps people
on the residential side. If you
just lower the mllage because of
the way state | aw works, you can't,
for exanple, lower the mllage on
the residential side. You lower it
for everybody. So --

COUNCI L PRESI DENT
JOHANSON: So even the rich fol ks
get a break as well?

MR DUBOW
Busi nesses - -

COUNCI L PRESI DENT
JOHNSON:  Ever ybody?

MR, DUBOW  Yes,
ever ybody.

COUNCI L PRESI DENT
JOHNSON:  So your target approach
I s because you want to focus on
t hose nost in need?

MR, DUBOW Yeah, that's
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right.

COUNCI L PRESI DENT
JOHNSON:  Fol | ow- up question --
it's like third rail but I'mstill
going to ask it -- have we ever
explored PILOTs, right, because
we're tal king about real estate and
taxable real estate, right?

And this canme up in part
of a conversation yesterday with
sone Tax Reform nenbers just having
t he general conversations where you
have a certain institution and they
have mllions in property, right,
mllions and mllions in property
but they're not being taxed. But
yet the CEO m ght make ei ght
figures, so to speak, | guess seven
figures, right. And it'd be pretty
wel |l off as a nonprofit with
property and | and. Have we ever
expl ored maybe certain threshol ds?

MR. DUBOWN So there was

a time when there were PILOTs from
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those institutions. There are
PILOTs we get related to specific
projects. W don't receive PILOT
payments now fromthose

I nstitutions.

COUNCI L PRESI DENT
JOHNSON:  Have we explored it? As
a revenue can't you --

MR. DUBOW | think
there have over the years been
ongoi ng di scussion. So | think,
yes, it's been explored over tine.

COUNCI L PRESI DENT
JOHNSON:  Counci | menber Phillips.
Thank you, Rob.

COUNCI LMAN PHI LLI PS:
Thank you, Council President.

So, Rob, | just have a
guestion on what Council can do to
help in this situation. So there's
hi gh fixed costs, including |ike
debt service that continue to be a
chal l enge. Are there any

strategies in place to restructure,
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reduce these costs w thout

conprom sing essential services?
And al so, is there anything that we
as Gty Council nmenbers can do to
help in this regard with you?

MR. DUBON So on the
debt service side, one of the
things that we do all the tine is
| ook to see whether there are
opportunities to refund our debt
the way you refinance a nortgage to
see whether we can | ower our cost.
That's a little nore chall enging
now that interest rates have gone
up, but we still |ook at that.

Also, we talked a little
bef ore about doing things |ike do
pay-as-you-go financing for
capital. That really helps us in
ternms of reduci ng how nuch we have
to borrow. So those things help
with fixed costs. | think in terns
of what Council can do -- there's a

| ot of what Council already does,
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whi ch is kind of be thought
partners with us as we kind of go
t hrough what we're going through,
particularly with the uncertainty
that we're facing.

COUNCI L PRESI DENT
JOHNSON: Did you say thought
partners?

MR, DUBOW  Thought
partners, yes, work together.

COUNCI L PRESI DENT
JOHNSON:  Okay. Thought partners.

MR, DUBOW | think, you
know, ny initial instinct was to
say just pass whatever budget we
send over. That would be hel pful.
But | thought --

COUNCI LMAN PHI LLIPS: |
was going to say that. | was
like --

COUNCI L PRESI DENT
JOHNSON:  Menber Phillips, he said
t hought partners.

COUNCI LMAN PHI LLI PS:
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Thought partners. | only nentioned
t hat because all while being
fiscally responsible is inportant,
we absolutely do, that's our
responsibility. W still have a

| ot of concerns that take place in
the city. And our residents are
still going to want to see action,
so that was inportant.

And lastly, what are
the -- I"'mnot sure if you tal ked
about this deeply, but are there
any alternatives to the federal
cuts that are going to inpact the
Cty that we can turn to in terns
of foundations or any of the
private investnents beyond?

MR, DUBOW Yeah. |
think we need to | ook for anything
we can |ike philanthropy or whether
there's any ability at the state.
But | think the scale of what we
could face, the federal governnent

probably far outwei ghs anyt hing
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that we could get there.

So I think one of the
key things is to try to work with
our del egation to nmake sure that
the worst doesn't happen.

COUNCI LMAN PHI LLI PS:
Yeah, absolutely. | nean, just
fromyour standpoint, we want to
bal ance | ong-term financial health
as | nentioned earlier. Yet we
still need to inprove public
servi ces and econom c opportunity.
Where do you see our city going
wi th our public services and
econom c opportunity with all these

potential changes that are

happeni ng?

MR, DUBOW Yeah. |
mean, | think we still have to --
we still have to make the crucial
i nvestnents. We still have to nmake
sure -- we've been seeing increases

in public safety. W have to nmake

sure that continues. And seeing
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the city get cleaner, we have to
make sure that continues. To
continue to look for ways to

I ncrease econom ¢ opportunity, |
think that's what you're saying.
W have to nake sure all that stil
happens in the face of the
uncertainty we're facing.

COUNCI LMAN PHI LLI PS:

Al'l right. Thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you.

And | have ny | ast
guestion and then we'll bring up
Mari sa Waxman from Pl CA

Have we, Rob, done an
I nternal analysis for efficiencies
in ternms of just how we spend noney
as a governnent, |ike not an
out si de person such as a controller
but within our own purview of the
adm ni stration just to kind of | ook
at how we go about spendi ng our

dollars to save doll ars?
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MR DUBOW Yep. And
it's an ongoi ng thing, everything
from | ooking at what people buy for
events, |ike we're not buying 100
pi neappl es for exanple or
everything is kind of done
responsi bly. Part of our budget
review is working through with
every departnment | ooking at how
they spend their noney and nake
sure that it nakes sense, so it's
an ongoi ng process. So | think the
answer is, yes, we do that --

COUNCI L PRESI DENT
JOHNSON: Thank you. | --

M5. MAYNARD: One of the
things -- sorry.

COUNCI L PRESI DENT
JOHNSON: Go ahead, Sabri na.

M5. MAYNARD: Through
t he budget process we find
econonm es of scale sonetines. So
we find like multiple departnents

wi |l maybe be working on
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communi cati ons or what have you and
we are in a position to nmake those
connections on behal f of folks.

And so, that's one of the things we
| ook for.

COUNCI L PRESI DENT
JOHNSON: Al right. Thank you
very much

Any ot her questions from
menber s?

Counci | woman Kat heri ne
G Il nore Richardson, Majority
Leader .

COUNCI LWOVAN @ LMORE
RI CHARDSON: Yes. Thank you.

Thank you very nmuch, M. President.
| apol ogize. | wanted to cone back
around and be m ndful and

t houghtful of ny coll eagues.

But one thing | wanted
to tal k about that we've noticed
and particularly with the increase
of some of the spending that we've

had to do this year for obvious
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reasons i s that our spending
continues to outpace our collection
and we know that that's not a
sust ai nabl e practice forever going
forward

And so, one, | heard the
Presi dent tal k about how you all
are | ooking for cost-saving
neasures internally. But | wanted
to go back to sonething that was
brought up in the past
adm ni stration, sonething that |
t hi nk Mont gonery County was able to
do very well. You know where |I'm
going with this. And you all have
i npl enent ed program based
budgeting, right, but have not
real ly achieved real savings as a
result of that inplenentation.

So is there any thinking
around i nplenmenting a zero-based
budgeti ng nodel for the Gty that
we kind of start from zero, start

fromscratch to try to get us in a
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better place around spendi ng?

Because | nean it's |like
you said, it's |ike having your own
house. If | only have $10,000 a
nmonth and |I'mspending 12, |'m
short 2 every nonth. And so, what
are we doi ng about that?

MR. DUBON So | do
t hi nk that our budgeting process,
t he performance-based budget, does
gi ve us a good idea of what we get
for what we spend and whet her that
I nvest ment makes sense. | think
zer o- based budgeting is a -- |
thi nk we woul d need to
significantly ranmp up our
adm ni strative capabilities to do
t hat .

COUNCI LWOVAN 3 LMORE
RI CHARDSON: Right. And you know I
brought this up in the past.

VMR, DUBOW  Yeah.

COUNCI LWOVAN 3 LMORE
RI CHARDSON:  But | think over tine
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we are spending nuch nore than what
we have in previous years, and we
know t he staffing all owances and

t he vacancies that we have and the
need to address over tinme and all
of those things.

But wth the real
realities that we face over the
next three to four years, | think
it's incunbent upon us to do all
that we can to reduce the
overspending so that we're in a
better space.

MR DUBOW And | think
that is sonething we can do given
t he budget process we use now.

COUNCI LWOVAN @ LMORE
RI CHARDSON: Okay. And then if you
could give ne a witten response on
what it would take to nove us from
our current budgeting nodel to a
conpl ete zero-based budgeti ng nodel
for the Gity, that woul d be

hel pful .
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MR, DUBOWN  Yes.

COUNCI LWOVAN G LMORE
RI CHARDSON: And what it woul d take
froma staffing perspective so that
we can see that froma staffing
perspective, so that we can see
that if froma staffing perspective
it even has a return on investnent.

MR. DUBOW Yes, and
even whet her we have the ability to
hire that many peopl e.

COUNCI LWOVAN 3 LMORE
RI CHARDSON: Right. GCkay. Thanks.

COUNCI L PRESI DENT
JOHNSON:  Thank you, Majority
Leader .

The Chair recogni zes
Counci | mrenber Quetcy Lozada.

COUNCI LMOVAN LOZADA: |
just have one really quick
question, and I'mresponding to
sone of the concerns that we are
experiencing in the District as it

relates to sone of our, | guess,
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wat er infrastructure or the pipes
in the city of Phil adel phi a.

| have in ny District
about 10 to 15 sinkholes. And so,
considering that sone of the
infrastructure in the city is so
antiquated, are we prepared to
respond to the grow ng nunber of
sinkholes that we're seeing in |I'm
sure it's not just in the 7th
Council District but across the
city of Phil adel phia, understanding
that sone of that noney cones from
the federal governnent? Are we
prepared to respond to sone of
those issues that we're going to
see over not just the w nter nonths
but of course entering into the
summer? Are we prepared for that?

MR, DUBOW Yeah. And
so, | know Water has substantia
capital investnents that they have
pl anned over tinme. | do think

there are sone federal matches for
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that. So | think that is probably
one of the uncertainties we face,
Is what that federal funding |ooks
li ke going forward. So | agree
with you it's really inportant to
be able to make that investnent and
to avoid having what is happening
wi t h si nkhol es.

COUNCI LWOVAN LOZADA:

How much i s budgeted for that right
now?

MR, DUBOW | have to
get back to you. | have to kind of
talk to Water about it, but it's a
substantial anount.

COUNCI LWOVAN LQOZADA:
Okay. Thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you, Menber Lozada.

Are there other
questions for this panel?

(No response.)

COUNCI L PRESI DENT
JOHNSON: Thank you very nmuch for
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your tinme, Rob and Sabri na.

MR. DUBOW Thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you very nuch.

WIIl the Cerk please
call the next panelist.

THE CLERK: Mari sa
Waxman, Executive Director of Pl CA.

(Wt ness approached
Wtness table.)

COUNCI L PRESI DENT
JOHANSON: Wl come back, Mari sa.

M5. WAXMAN:  Thank you.

COUNCI L PRESI DENT
JOHNSON:  Just state your nane and
title for the record and pl ease
begi n your testinony.

M5. WAXMAN: G eat.
Good afternoon, Council President
Johnson and nenbers of the
Council's Conmmttee on Fiscal
Stability and | ntergovernnent al
Cooperation. M nane is Marisa

Gor en W\axman. |''mthe Executive
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Director of the Pennsylvania
I nt er gover nment al Cooper ati on
Aut hority, also known as PI CA

PICA is grateful to this
Commttee for convening today to
provi de an opportunity to highlight
the need for the City to naintain
and enhance its financi al
condition. As you know, this is
why PI CA exi sts.

In the early 1990s, the
Cty of Phil adel phia was on the
bri nk of bankruptcy. Revenues fell
short of projections. The Cty
didn't have cash to pay for its
operations and no one would lend it
any noney. Local- and state-|evel
st akehol ders rallied and cooperated
to address the fiscal crisis, and
t he Pennsyl vani a | egi sl ature passed
the PICA Act to bol ster
Phi | adel phia's fiscal condition and
restore access to capital narkets.

The passage of the PICA
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Act also created PICA as an
I ndependent state authority with a
bi parti san board that assists
Phi | adel phia in sol ving financi al
and budgetary probl ens and hel pi ng
it achieve and nmaintain access to
capital narkets.

Today a |l arge part of
PICA's work is review ng and
approving the City's five-year
financial plan and nonitoring the
Cty's finances to ensure that the
City sticks to that plan. This
cooperative approach has been
wor ki ng. Revenues have i ncreased,
i nproved. Fiscal and budgetary
practices have been put into place.
The City's bond ratings have
i nproved, and fund bal ances have
general |y grown.

But ongoi ng fi scal
stability is not insured. Local
deci si ons, changes in the econony

and policy choices at other |evels
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of governnent can either inprove or
undercut the City's fisca
condition. It's inportant to
remenber that we don't just want
fiscal stability to get a good bond
rating or an award fromthe
Governnent Finance O ficers
Associ at i on.

Mai nt ai ni ng and
enhanci ng our fiscal condition
nmeans t hat Phil adel phia can
predi ctably provide critical
services to residents, be ready for
t he unexpected, whether it's a nega
snowst orm or Super Bow parade and
avoi d overburdening its taxpayers
at the sane tine.

PICA's the Gty's fiscal
lifeguard. |[If the City is in rea
fiscal distress, we dive into the
pool and use all of the tools at
our disposal to ensure the Gty
doesn't go under. Mich of the tine

when things are going well
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financially, we're just watchful,
scanni ng the pool for potential
danger either fromoutside |ike an
oncom ng stormor fromwthin the
pool I|ike inbalanced pool chem cals
or horseplay that could turn
dangerous. W issue rem nders to
brush up on your breaststroke, have
flotation devices avail abl e and be
awar e of upcom ng weat her
condi ti ons.

Over the past nonth,
t here have been announced changes
fromthe federal governnent that
may have a material inpact on the
City of Phil adel phia's finances.
Changes to the nature and | evel
federal grants directly to the Gty
may have an i npact on service
delivery and infrastructure
i nvestnents. Changes in grants to
organi zations and institutions
across our region may al so inpact

soci al services, cultural offerings
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and nore. Loss of jobs at those
organi zati ons or Phil adel phi a- based
federal enpl oyees woul d have a
negative inpact on Phil adel phia's
tax coll ections.

Pol i cy changes rel ated
to tariffs could raise costs for
itenms that the City purchases,
requi ring nore funds or scal e back
projects. Mny of the proposed
changes are not entirely clear,
face |l egal challenges, and this
creates fiscal uncertainty as the
Cty manages its current year
budget and devel ops the FY26-30
pl an.

Pl CA uses a group of
nine indicators to nonitor the
Cty's fiscal condition. Al though
a single data point can reveal if a
city's in distress |like a negative
fund bal ance, assessing relative
fiscal health in Phil adel phia's

trajectory requires nore varied
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I nput s.

These indicators are
grouped in five categories: Debt,
fiscal managenent, pension,
reserves and revenues. \Wile for
nost of the indicators, they're not
specific targets or threshol ds that
are legally mandated or universally
identified as correct, PICA has
identified thresholds to categorize
whet her the City's perfornmance
raises mninmal, noderate or
signi fi cant concern.

As PICA' s entire reason
for existing is to nmaintain and
enhance the City's fiscal
stability, we'll always have at
| east m ni mal concern about any
I ndi cator. When PICA reviewed the
FY25-29 plan | ast summer, it had
m ni mal concerns about three of the
measures, the Cty's credit rating,
wage tax collections as a percent

of estimtes and the change in tax
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and | ocal governnent, nontax
revenue col |l ections.

Pl CA had noderate
concern about one indicator related
to debt, long-termobligations as a
share of General Fund spendi ng.
There were five nmeasures however at
| evel s raising significant concerns
for Phil adel phia's financi al
heal th. That was the operating
surplus or deficit as a percent of
revenues, the percent of the
pensi on funded, the change in fund
bal ance, fund bal ance as a percent
of revenues and total reserves for
unanti ci pat ed conditi ons.

The City's FY25 @
Quarterly Cty Manager's Report
rel eased on February 18th offers
nore recent data for sonme of the
fiscal indicators in FY25. The
Cty's updated projections show a
significantly | arger operating

deficit in FY25 than presented in
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the FY25-29 plan. The @ QCWR
shows a small reduction in revenues
and a large increase in spending.

Initially, the Cty
pl anned to spend 96 mllion nore
than it collected in FY25. That
has been updated to 395 mllion.
Wiile this is possible due to the
| arger than projected FY24 fund
bal ance, the Gty cannot spend nore
than it collects indefinitely.

The Gty's @
proj ections show a snmall increase
in fund bal ance over the adopted
Fi ve-Year Plan with an additional
16 mllion raising the expected
FY25 fund bal ance to 584 m i on.
This is a small positive step, but
the I evel of fund bal ance remains
wel | bel ow reconmended | evels. And
given that the FY24 fund bal ance
was significantly higher than
presented in the FY25-29 pl an,

there's now a | arger percentage
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decline fromthe prior year to the
next. Ildeally, fund bal ances would
grow each year, at l|least until the
Cty can achi eve nore reasonabl e

| evel s of reserves.

The Cty has made
tremendous inprovenents in its
fiscal condition since the crisis
that precipitated the creation of
PICAin the early 1990s. In the
past five years, the state has had
not abl e successes, incl uding
navi gati ng the econom c and
operational chall enges of a gl oba
pandem c, while maintaining
positive fund bal ances, achi eving
Its highest credit rating in nore
t han four decades, depositing funds
in the Budget Stabilization Reserve
for the first tinme and nmaki ng
subsequent deposits, progressing
towards a fully-funded Pension Fund
and maki ng the final paynent on the

Pl CA bonds.
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Pl CA recogni zes and
cel ebrates these achi evenents and
commends successive Mayors and City
| eadership, City enployees, Cty
Council, Gty unions, Pension Board
menbers and many ot her stakehol ders
for this progress. But PICA
si mul taneously continues to have
concerns about the City's fiscal
stability.

Looki ng ahead, PICA
recommends that the Gty sustain
and expand its efforts to nmaintain
and enhance its fiscal condition,
by al |l ocating additional resources
for expected and unexpected
circunstances. Wth uncertainty
com ng from federal funding and
pol i cy changes, upcom ng | abor
contracts, continued community
needs and ot her potenti al
chal | enges, planning for reserves
is a prudent step to avoid future

fiscal crises.
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Setting aside nore
reserves, whether in fund bal ance,
t he Budget Stabilization Reserve or
ot her reserves is not wthout
drawbacks. There are trade-offs
with other policy priorities and
estimating the correct anount of
needed reserves can be chal |l engi ng,
but there are many benefits as
well, including |l ess need to reduce
spendi ng and services when a crisis
hits and potential for inproved
credit ratings and | ower borrow ng
costs.

| mprovi ng devel opnent of
detail ed and accurate budgets for
pl anned initiatives is recommended
as well. Launching new initiatives
and expandi ng services, apps and
conpr ehensi ve budgets may expose
the Gty to cost overruns and
budget shortfalls. Since the
budget was adopted, the Gty's

financial reports indicate the need
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for significant resources for
prograns underway that haven't been
approved by Gty Council.

For exanpl e, the nost
recent Quarterly Cty Manager's
Report indicates the need for an
additional 7.7 mllion for expanded
Fire services, and the report from
the first quarter outlined the need
for tens of mllions or nore for
contracts for the new wel | ness
centers that had not yet been
| egislated and aren't reflected in
the Gty's approved FY25-29 pl an.

Pl CA al so recomends
continuing the commtnent to
achi eving 100% fundi ng for the
Pensi on Fund by 2033. If the Gty
stays the course as planned and the
Pensi on Fund is 100% funded by
FY33, the City's normal cost wll
be | ess than 200 mllion annually,
rather than the nearly 900 mllion

we are paying now each year. At
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that point, the Gty wll have the
flexibility to set aside funds for
i ncrenental adjustnents to inprove
the health and safety of the
Pensi on Fund while also freeing up
hundreds of mllions of dollars in
revenue previously dedicated to
fixed costs for other priorities.
PICA is pleased to
continue its support for the City
of Phil adel phia's financial health
and is grateful for the ongoing
cooperative relationship with the
adm nistration. And as City
Counci| gears up to consider the
FY26 budget and the FY26-30 year
pl an, PICA remains, as Rob
suggests, another thought partner
and a resource for thinking about
t he i npacts of Phil adel phia's
fiscal stability. And please
remenber to sign up for our
E-newsl etter and foll ow us on

Li nkedln to stay up-to-date on our
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nmonitoring and analysis of the Gty
of Phil adel phia's fiscal condition.
Happy to answer any questions you
have and thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you very nuch. |
t hi nk you answered a coupl e of ny
guestions in your summary. | want
to get an idea of -- and you pretty
much summari zed our overall health,
right. | think right now you said
we're spending nore than we're
actually collecting. And so, we
have to stabilize it as we nove
forward

|'"'mgoing to do this.
Counci | renber Kathy G I nore
Ri char dson.

COUNCI LWOVAN 3 LMORE
RI CHARDSON: Thank you. Thank you,
Counci | President.

And t hank you, Mari sa.
It's so good to see you and thank

you for all of your help over the
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years. | wanted to go to the part
of your testinony where you
concentrated on the total reserves
for unanticipated conditions. And
you tal ked about PICA setting
addi ti onal benchmarks for the Gty
relative to the total reserves.

And so, could you just
tal k about that a bit nore? You
know t hat we worked together so
that we can increase the
contributions going to the Budget
Stabilization Reserve, particularly
after COvVID. That was a very
gl ari ng experience to go through
t oget her.

So if you could talk
about those higher benchmarks. You
heard the Adm nistration tal k about
t he Federal Reserve and the noney
that was set aside in the nost
recent Md-year. And so, in |ight
of that updated information can you

tal k about what you all are
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t hi nki ng about for the total
reserves?

M5. WAXMAN:  Certainly.
"Il start -- and thank you,
Counci | mrenber -- by noting that the
PICA Act, the state |egislation,
only requires the Cty to have a
positive fund bal ance in order for
the PICA Board to approve the plan,
right. So when we're |ooking to
approve the plan, if they've got
$0.67 less than the price of a
pi neappl e, whatever it is, that's
enough to get PICA's approval.
That said, we nmake recommendati ons
to go higher.

The Governnment Fi nance
O ficers Association recomends 17%
and PICA isn't particularly,
doesn't particularly care that it
be definitely all in fund bal ance
or all in the Budget Stabilization
Reserve or all in a new federa

grants reserve. |It's about | ooking
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holistically that do we have about
two nonths' worth of revenues or
two nonths' worth of savings
because if there's a problem and
it's alittle bit of a wobble, it
can cover it.

But really what that
| evel buys us is tinme to nmake good,
smart, strategic decisions if the
scale of the problemis huge, |ike
the loss of all federal funds.
We're not going to be able to build
up in the near terma $2.8 billion
reserve.

COUNCI LWOVAN @ LMORE
Rl CHARDSON:  Ri ght.

M5. WAXMAN:  But havi ng
that 17% two nonths' worth of
spendi ng, buys us tine to be
t hought ful and nmake good deci si ons.

COUNCI LWOVAN G LMORE
RI CHARDSON: Ckay. Thank you for
that. | wanted to make sure | put

that on the record. Know ng
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that -- and | think your testinony
tal ked about this, around the
spending. Okay. Could you talk
about sort of sonme of the
reconmendati ons that the PICA Board
is giving to the Gty specifically
because you tal ked about having to
have the positive fund bal ance no
matter what.

But when spendi ng
out paces your revenue collection at
sonme point the buck is going to
stop. And so, what has been the
recommendation fromPICA to the
Cty?

M5, WAXMAN:  So our
cl earest recommendation is to get
to the point when you're doing a
five-year plan, plan to get to
structural bal ance where your
revenues each year can nore than
cover your expenses. And so,
that's what we would like to be

seeing in the outyears of the plan.
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Phi | adel phi a has been
able to do it in certain years.
But projects going forward, | think
that it would be smart, sound,
fiscal and budgetary practice to
devel op budgets that expect to have
structural balance to them and not
rely on fund bal ance because at
sonme point those won't be there.

COUNCI LWOVAN d LMORE
RI CHARDSON: Right. Thank you.
Thank you very nuch.

COUNCI L PRESI DENT
JOHNSON:  Thank you, Madam Leader.

Mari sa, what specific
areas do you believe Council should
be paying close attention to in
terms of our Gity's fiscal health
fromthe outside | ooking in?

M5. WAXMAN.  So you know
| think all of them obviously and I
know t hat you are and we appreciate
this hearing today. But | think

it's sort of stepping through the
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basics. One, | ooking on the
revenue side, making sure we
under stand where we're getting
fundi ng fromand our expectations
match up to reality.

Luckily, we found that
Phi | adel phia has a really good
track record there but keeping the
eye on the ball that the revenue
projections are realistic. Once we
get to the spending side it's
t hi nki ng about things |ike all
t hose fixed costs, what can we do.
It's a |ot of those you can't
change in one year but naking the
progress on the Pension Fund, being
t hought f ul about debt issuance and
bal ancing that with pay-as-you-go
financing is really inportant to
make sure that we are not | ocking
oursel ves into paynents, pushing
t hose forward on fol ks so that
there's no flexibility.

Real |y on the spendi ng
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side it's about nmaintaining a level
of flexibility so that we can nake
deci sions for what the needs are.
And then we're PICA. The key thing
we care about is nmaintaining and
pl anni ng for positive fund bal ances
just so that there's a cushion so
that if sonething unexpected
happens, there's the flexibility to
make different decisions and the
time to make them

We've seen in the city
t he past year a nunber of
organi zati ons go away, BDT,
Uni versity of the Arts, that seem
not to have tine to nake different
decisions. And that's really what
havi ng adequate reserves i s about,
Is either being able to sort of
bri dge over a minor thing or being
able to pivot and nmeke deci si ons.
And so, building flexibility into
our financial plans | think is

real ly key.
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COUNCI L PRESI DENT
JOHNSON:  Can you hi ghlight any
particul ar revenue streans or
expendi ture categories that are
showi ng concerning trends conpared
to our projections?

M5, WAXMAN:  So
obvi ously, as both the Finance
Director and | raised today and
everyone is thinking about, the
federal funds is a significant
concern as well as the tax revenue
streans that are dependent on
those. So com ng fromour neds and
eds, we have always been a city
al nrost insulated fromcertain
econom ¢ changes and trends because
of our concentration. The neds and
eds, that their funding wasn't
based on sort of the econony,
day-to-day ups-and-downs of the
stock market. But right now they
really may be nmuch nore vul nerabl e.

And | may not get this
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exactly right, but | believe around
$100 mllion of the wage tax each
year cones from federal governnent
enpl oyees. And so, there's a rea
vul nerability for us that we
haven't had in the past and that's
sonet hing that we're | ooking at and
concerned about.

And then PICA just did a
report | ooking at the precision of
our revenue estimates over the past
20 years. Sonme of them have been
really close on the nose, our wage
tax or real estate. But we do have
sone other taxes that are
incredibly volatile that Rob and
Sabrina al ready spoke about today,

t he Busi ness |Incone and Recei pts
Tax and the Realty Transfer Tax.

The anusenent tax is
al so pretty volatile, but it tends
to depend on how good the teans are
and whether or not we get into the

pl ayoffs. So if you can contro
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that, that'd be super hel pful for
the revenue projections.

COUNCI L PRESI DENT
JOHNSON:  Yeah. |I'm | ooking for,
what is it called, not a three-peat
but a two-peat. Ckay. Back-to-
back.

The Chair recogni zes
Counci | menber Ant hony Philli ps.

COUNCI LMAN PHI LLI PS:
Thank you, Council President. Al
about the two-peat.

| just want to ask, you
nmentioned in your testinony that
setting aside nore reserves whet her
in the fund bal ance, Budget
Stabilization Reserve or other
reserve i s not wthout drawbacks
and you nentioned that it's
I mportant that we put nore into the
reserves. It would be very
prudent. Do you have a dollar
amount of how much it should be in

the reserves every single year?
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M5. WAXMAN:  So as |
said, PICA by lawis sinply | ooking
for a positive fund bal ance. But
we do recommend | ooking to things
i ke the GFOA, which woul d right
now be in the nei ghborhood of about
$1 billion. So about tw ce what
the City is projecting for its fund
bal ance this year.

COUNCI LMAN PHI LLIPS:  So
you can't necessarily recomrend
anyt hi ng that woul d nmake sense --

M5. WAXMAN. Vel l, we
reconmmend ai m ng towards that G-CA
| evel around 17% But by |law we're
not going to hold up the Cty's
financial plan because the state
| aw says it should be positive.
But we recommend | ooking to that
17% which right now is about $1
billion and is in line wth what
ot her jurisdictions do.

| know it may sound, you

know, we've gotten used to having
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much thinner fund bal ances in
Phi | adel phia but that's not normal.

COUNCI LMAN PHI LLIPS:  So
that's why, you know, | understand
$1 billion is the goal, right, but
we're not going to nmeet that goal.
But | just was curious, |ike who
woul d be responsi ble that would
give us a sense of what can we do
that woul d be just as grand?

M5. WAXMAN:  So one of
the things we'll be | ooking for
when we | ook at the FY26-30 plan
when it conmes out next nonth is, is
the Gty even hitting what its
internal goal of 6%to 8%in each
year of the plan. So that's
anot her, you know, if you think
that getting to the 17% billion
dollars, within the next five years
Is too nuch of a stretch, another
sort of level that we'll be | ooking
at is, isthe Cty hitting that at

| east 6% to 8% target in each year
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of the plan.
COUNCI LMAN PHI LLI PS:
Ckay. And then al so, have you
| ooked at other cities that are
doing well with their reserve
bal ance or cities that have cone
out of a circunstance simlar to
what we're going through right now
that we should potentially nodel ?
M5. WAXMAN:  Yeah. So
there are a nunber of cities that,
you know, no two cities are exactly
ali ke. But we do keep an eye and
PICA in the past benchmark agai nst
other cities. W probably wll
within the next year. But | ooking
at cities |like Las Vegas, you m ght
think those are ganblers. They're
not wlling to have a | ot of noney
set aside. No, they have over 20%
A nunber of cities
| egi sl ate and say that there nust
be at |east a 10% fund bal ance.

Washi ngton, D.C. has -- and
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obviously their structure is very
different, but they have very
significant reserves.

And so, there are places
that we can look to that the
denogr aphi cs are sonewhat simlar,
conditions are always a little bit
different, but it's sonmething we
can al so get back to you with.
It's just |ooking at where are
other cities right now and how does
Phi | adel phia stack up so that's
sonet hing we can certainly | ook
I nto.

COUNCI LMAN PHI LLI PS:
Yeah, that would certainly be very
hel pful . Yeah, that would be
beyond hel pful. And I'mjust
really curious about how do we get
the right dollar anmount, right,
because right now Rob is kind of
i ke overseeing all of it, right.
And do we need to make sure we get

ot her people involved, right, to
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make sure that we're at the right
dol | ar anbunt because we just want
to get this all right. Thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you, Menber
Phillips.

Counci | renber Kat heri ne
G I nore Ri chardson.

COUNCI LWOVAN @ LMORE
RI CHARDSON:  Thank you,

M. President.

Marisa, | wanted to just
go back to the part where you
nenti oned the inpact of the job
|l oss in the federal governnent for
peopl e who work here in
Phi | adel phi a around the wage t ax.
And you said in total for all of
our federal enployees it's around
$100 mllion in wage tax that cones
tothe City. And what is PICA' s
t hi nki ng around the inpact that
that could have on our budget?

M5, WAXMAN: | nean,
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there's so nmuch uncertainty right
now so knowi ng what the scale is
going to be is hard to predict.

COUNCI LWOVAN @ LMORE
RI CHARDSON:  You don't know what
you don't know right now.

M5. WAXMAN:  And so,
yeah. Al of us wish we had a
crystal ball and knew how this
woul d shake out, as we talked to
col l eagues in other cities, turnto
our professional organizations that
| ook nationally. But there nay be
hard chal | enges ahead, but we don't
know yet what those are going to
be.

And one of the nice
t hi ngs about being at PICAis we're
concerned with the fiscal stability
but obviously it is the el ected
| eaders. We don't substitute our
wi sdom for the policy choices and
deci sions in those places, but we

are happy to provide as nuch
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anal ysi s and support as you guys
navi gat e upcom ng chal | enges as we
can to you.

COUNCI LWOVAN @ LMORE
RI CHARDSON: Sure. | would love to
keep up with the federal trend. W
actual ly had a constituent reach
out to our office yesterday | ooking
for assistance who was just let go
fromSSA. So | would love to
continue to receive the outside
Pl CA anal ysis regarding this issue
in particular. Thank you.

COUNCI L PRESI DENT
JOHNSON: Thank you very nuch,
Maj ority Leader.

Are there any other
questions from nenbers of the
Comm ttee?

(No response.)

COUNCI L PRESI DENT
JOHNSON:  Marisa, as always thank
you --

M5. WAXMAN:  Thank you
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so nuch.

COUNCI L PRESI DENT
JOHNSON:  -- for your hard work and
your dedication. Wl cone back to
City Council.

And with that being
said, if there are no other
questions, comments or W tnesses
for this Commttee, this concl udes
the hearing on Resolution No.
240886. And | want to sincerely
t hank everybody for taking tine out
of your schedul e and bei ng here at
this hearing. Thank you very nuch.

(Comm ttee on Fiscal
Stability and | ntergovernnent al

Cooperation adjourned at 1:06 p.m)
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