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December 7, 2018
To the Board of Directors of the Pennsylvania Intergovernmental Cooperation Authority:
The staff of the Pennsylvania Intergovernmental Cooperation Authority (“PICA”) is
pleased to provide you with our report on the City of Philadelphia’s Five Year Financial
Plan for Fiscal Years 2019 through 2023 as Revised – November 2018 (the “Revised
Plan”).
This report provides a review and assessment of the Revised Plan and its compliance
with the Pennsylvania Intergovernmental Cooperation Authority Act for Cities of the
First Class (the “PICA Act”). It analyzes the revised fund balances to ensure sufficient
coverage for the additional health and welfare costs recently negotiated through a
contract reopener with AFSCME District Council 33. Based on this review, and in
accordance with the PICA Act Section 209(f), “Authority Review and Approval of Plan,” I
recommend that the Board approve the Revised Plan as presented.
The preparation of this report on a timely basis was made possible by the dedicated
service of the PICA staff. I would also like to thank the City of Philadelphia’s Office of the
Director of Finance and the Office of Budget and Program Evaluation for their
cooperation, support and continued assistance.
Sincerely,

Harvey M. Rice
Executive Director
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Executive Summary
In November 2018, the City executed a collective bargaining reopener agreement (the“Reopener”) with
AFSCME District Council 33 (“DC33”). This Reopener resulted in $28 million in
additional health and welfare costs that were not included in the City’s FY2019-FY2023
Five Year Financial Plan, approved in July 2018 (the “Plan”). As required, the City
submitted a Revised Plan, which demonstrated the City’s ability to pay for these
additional costs through a higher than projected FY2018 year end fund balance.
Based on a review and analysis of the Revised Plan, PICA staff has determined that the year end
fund balances throughout the Revised Plan period are sufficient to cover the Reopener and certain
other additional commitments recently made by the City. Therefore, PICA staff recommends that
the Board approve the Revised Plan. The following reasons outline our rationale for approval:
• The projected fund balance for FY2018 in the Revised Plan is $368.7 million,
an increase of $140.2 million over the estimated fund balance in the Plan.
• The total cost of the DC33 Reopener totaling $28 million, can be absorbed
by the above increase of the FY2018 year end fund balance without having a significant
adverse impact on each year’s fund balance in the Revised Plan.
• The Revised Plan includes certain other commitments totaling $84.5 million over
the plan period, which can also be absorbed by the increased FY2018 year end fund balance.
• As is evident by the City’s most recent Quarterly City Managers Report,the City is still experiencing
steady tax revenue growth in the first quarter of FY2019. The City is currently projecting
an additional $37.2 million for FY2019 General Fund revenues above the Plan’s projection.
Change in Fund Balance Between Plans ($ in Millions)
Projected
FY2018
Fund Balance per the Plan (approved in July 2018)
Adjustments to the Plan
Fund Balance per Revised Plan

FY2019

FY2020

FY2021

FY2022

FY2023

$228.5

$139.4

$83.2

$46.7

$41.1

$100.6

140.2

84.0

62.3

51.6

40.9

27.8

$368.7

$223.4

$145.5

$98.3

$82.0

$128.4

Although positive year end fund balances are projected, PICA continues to stress risk factors to
the Revised Plan that were previously identified as part of our Staff Report on the Plan. The key
risks that continue to be identified in the Revised Plan include:
•
•
•
•

The possibility of a decline in economic growth,
School District of Philadelphia funding,
Real Estate Transfer Tax projections, and
Rising pension costs.
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I. Introduction
In November 2018, the City of Philadelphia
(the “City”) submitted to the Pennsylvania
Intergovernmental
Cooperation
Authority
(“PICA”) a revision (the “Revised Plan”) to the
City’s FY2019-FY2023 Five Year Financial Plan
(the “Plan”), which was approved by the PICA
Board on July 25, 2018.
The revision was required under the Pennsylvania
Intergovernmental Cooperation Authority Act for
Cities of the First Class (the “PICA Act”), Section
209(j)(2) and Intergovernmental Cooperation
Agreement (“ICA”) Section 5.07 (b). The PICA
Act’s provision states that if a collective bargaining
agreement is executed by the City for any of the
City’s labor unions that is not in compliance
with the Five Year Plan currently approved by
the PICA Board, the City shall “submit to the
authority a proposed revision to the plan which
demonstrates that revenues sufficient to pay the
costs of such collective bargaining agreement
will be available in the affected fiscal years of the
plan.”
Table 1: DC33 Health and Welfare
Reopener Agreement
TThe parties hereby agree as follows:

1.

2.

3.

4.

The City will make a one-time lump sum
payment to the DC33 Health Fund (“health
fund”) of $17 million within 30 days following ratification of the execution of this
Agreement.
The City will make a one-time lump sum
payment to the health fund of $11 million on
July 1, 2019.
Within 90 days of the execution of this
Agreement, DC33 will hire a health fund
administrator who has the minimum qualifications described on the attached. If DC33
fails to do so, the City will have no obligation to make the payment described in
paragraph 2 of this Agreement.
Except as provided herein, the terms of the
2016-2020 Memorandum of Agreement
remain in full force and effect.

II. Revisions to the Plan
Overview of District Council 33 Health and
Welfare Reopener
On November 8, 2018, the City executed a
collective bargaining reopener (the “Reopener”)
agreement with AFSCME District Council 33
(“DC33”) for health and welfare costs for FY2019
and FY2020 as stipulated in the original contract
dated July 15, 2016. Costs related to the Reopener
were not included in the City’s currently approved
Plan therefore, in accordance with the PICA Act
and the ICA, PICA requested the submission of a
revised plan. The City submitted its Revised Plan
on November 23, 2018.
As a result of the Reopener, the City is required
to make lump sum payments into DC33’s Health
Fund both in FY2019 and FY2020, in the amount
of $17 million and $11 million, respectively. The
FY2020 lump sum payment is contingent on
DC33 hiring a health fund administrator.
The changes in year end fund balances between
the Plan and the Revised Plan pertain directly to
this Reopener agreement, as shown in Table 1 and
Table 2, and to certain additional commitments
recently made by the City, as shown in Table
3. The Revised Plan assumes no other changes
in revenue and other expenditures from those
included in the Plan.
Impact on Fund Balances
As required by the PICA Act and the ICA, PICA
analyzed the Revised Plan to ensure that the City
demonstrated that revenues sufficient to pay the
costs of the collective bargaining agreement will
be available in the affected fiscal years of the Plan.
The cost for this Reopener is $17 million for
FY2019 and $11 million for FY2020, for a total
of $28 million during the current Plan period, as
shown in Table 2.
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This legislation would boost wages to a minimum
of $12.40 in FY2019 to $15 per hour by FY2023
and would cover approximately 2,000 City
employees who are temporary or seasonal
workers.

Table 2: Costs of Collective
Bargaining Reopener Agreement
Fiscal Year

FY2019
FY2020
FY2021
FY2022
FY2023
Total

Lump Sum

$17,000,000
11,000,000
---$28,000,000

In addition, the administration is proposing an
ordinance for a City Charter change, to be voted
on in May 2019 by the electorate, which would
allow for certain mid-year transfers into the
Budget Stabilization Reserve. The Revised Plan
projects a $20 million deposit into the Reserve
in FY2019, if this Charter change is approved by
voters.

The City’s unaudited FY2018 year end fund
balance was $368.7 million, an increase of $140.2
million over the estimated amount in the Plan.
The City’s Revised Plan indicates that the total
costs of this Reopener totaling $28 million would
be absorbed by the higher than projected FY2018
fund balance.

As shown in Table 4, the total costs of the
Reopener and the additional commitments
made by the City, which combined total
$112.5 million can be absorbed by the $140.2
million increase of the FY2018 fund balance.

In addition to the Reopener, the City has made
certain other commitments, since the approval
of the Plan, that PICA considered during the
review of the Revised Plan. Table 3 details these
additional commitments and the effect on each
year of the Plan. Approximately $53 million has
been committed for the funding of affordable
housing, $11.6 million for living wage costs, and
$20 million for the Budget Stabilization Reserve,
for a total of $84.5 million through the Revised
Plan period.

Further, the City is still experiencing steady tax
revenue growth in the first quarter of FY2019. As
is evident by the City’s most recent Quarterly City
Managers Report, which is currently projecting
an additional $37.2 million for FY2019 General
Fund revenues above the Plan’s projection.

The affordable housing bill passed and signed by
the Mayor in October 2018, which is projected
to cost the City $53.0 million over the life of the
Revised Plan, puts money into the Philadelphia
Housing Trust fund for a variety of programs.
The living wage costs projected at $11.6 million
over the life of the Revised Plan, relate to a bill
introduced in September 2018, which has yet
to be enacted, that would raise the minimum
wage for City workers and employees of City
contractors.
Table 3: Additional Commitments Recently Made by the City
Description

Affordable Housing
Living Wage Costs
Budget Stabilization Reserve
Total

FY2019

FY2020

FY2021

FY2022

FY2023

Total

$19,131,000

$9,119,000

$8,402,000

$7,544,000

$8,770,000

154,000

1,617,000

2,387,000

3,157,000

4,312,000

11,627,000

20,000,000

--

--

--

--

20,000,000

$39,285,000

$10,736,000

$10,789,000

$10,701,000

$13,082,000

$52,966,000

$84,593,000
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III. Risks to the Revised Plan
In addition to our analysis regarding the
specific changes involved in the Revised Plan,
a well-rounded discussion of the City’s finances
requires the presentation of any risk factors or
other financial issues facing the City. The key
risks to the Revised Plan, which were detailed in
our Staff Report on the Plan and continue to be a
concern include:
•
•
•
•

Economic growth,
School District of Philadelphia funding,
Real Estate Transfer Tax projections, and
Pension funding.

PICA also continues to note other financial
concerns that may impact the City’s finances,
which are not considered key risks to the Revised
Plan, but challenge the City’s fiscal stability, and
should be continually and closely monitored,
include:
•
•
•
•
•
•
•
•

Future labor costs,
BIRT volatility,
Fund balance,
Overtime costs,
Beverage tax,
Real estate tax appeals,
Indemnities, and
Employee health benefit costs.

Table 4: Change in Fund Balances Between Plans ($ in Millions)
Projected
Fund Balance per Plan (approved in July 2018)
Increase in projected fund balance

FY2018

FY2019

FY2020

FY2021

FY2022

FY2023

$228.5

$139.4

$83.2

$46.7

$41.1

$100.6

140.2

0

0

0

0

0

Reopener agreement

0

(17.0)

(11.0)

0

0

0

Additional commitments

0

(39.2)

(10.7)

(10.7)

(10.7)

(13.1)

Cumulative effect of revisions

0

140.2

84.0

62.3

51.6

40.9

Fund Balance per Revised Plan

$368.7

$223.4

$145.5

$98.3

$82.0

$128.4

Change in Fund Balance

$140.2

$84.0

$62.3

$51.6

$40.9

$27.8
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