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Executive Summary

The Quarterly City Managers Report ( i QCMRO0) f or the second quarter
2016-December 31, 2016) was submitted to PICA on February 15, 2017. The most significant elements

of the report include:
Financial Projections:

Fund Balance. The current General Fund FY2017 yearend fund balance projection is $106.1
million, $65.9 million higher than projected in the FY2017 -FY2021 Plan.

Tax Revenue.The currently projected FY2017 General Fund tax revenue is $3,090.8 million,
$18.9 million higher than projected in the FY2017-FY2021 Plan

Spending. FY2017 General Fund obligations are projected at $4,228.0 million, an increase of
$40.9 million from the Five -Year Plan, once again outpacing revenues.

FY2017 Revenues and Obligations

in $ Millions
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Projected Obligations

4,228.0
4,224.1
4,187.1

Projected Net Revenues

4,162.1
4,151.3
4,131.8
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Executive Summary
Key Management Issues:

General Fund employment increased by 51 employees this quarter, continuing a rise in fulk
time positions beginning in the third quarter of FY2012.

Overtime costs represented 12.4 percent of wages and salaries through the second quarter of
FY2017, slightly lower than FY16 figure of 12.5 percent over the same period, but higher than
any other fiscal year since FY2010.

In the second quarter of FY2017, time not available due to leave usage varied from a high of
26.9 percent of work days for non-uniformed police employees, to a low of 8.6 percent for
empl oyees in the Mayorodos Office.

Departmental Performance:

Year-over-year comparison has become unfeasible in several key departments, as a direct
result of wholesale changes to previously reported performance metrics New metrics were
introduced without presenting the prior year metrics parallel with the new, or alternatively,
presenting prior quarterly numbers for the new metrics.

Departments with performance targets that are presented as greater than or less than prior
year actual performance, in lieu of specific targets, suggests that aappropriate strategic
performance measuring process is not in place. We found this in certain key departments,
such as DHS, Fire, and Police

Police: Homicide totals decreasedthrough the second quarter of FY2017 compared to the
same period last year, yet the homicide clearance rate (homicide cases in which an arrest is
made) continues to decline.

Public Health: The percent of District Health Center visits by uninsured patients continued to
decline through the second quarter of FY2017, continuing a downward trend begun in FY2014
corresponding with the rollout of the Affordable Care Act .



Introduction

This PICA Staff Report anaQuarterlg Gity Mamageri ty of
Report (QCMR) for the second quarter of Fiscal Year 2017, the period ending December

31, 2016. The QCMR contains information on projected FY2017 General Fund revenues

and expenditures, agency performance, personnel levels, leave usage, and cash flow.

The focus of this report is the current projections of FY2017 General Fund revenues and
expenditures by category, and key management issues such as labor contracts, pension
benefits, staffing, overtime, and departmental performance. The report is organized as
follows:
Background
FY2017 Financial Projections
Overview
Revenue
Obligations
Key Management Issues
Labor Contracts
Pension Benefits
Staffing
Overtime
Leave Usage
Departmental Performance
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Background

The Pennsylvania I ntergovernment al Cooperatio
1991, P. L. 9, No. 6), Section 209(), requires the City of Philadelphia to submit to PICA

within 45 days following the end of each fiscal quarter a report describing actual or

estimated revenues and expenditures and comparing them to budgeted levels for the

most recent quarter.

The City fulfills this requirement by publishing a QCMR after the end of each fiscal
qguarter. The QCMR details actualto-date and projected revenues and expenditures for
the current fiscal year for the General Fund, Water Fund, and Aviation Fund, and
provides information on agency performance, personnel, leave usage, and cash flow.

This PICA staff report analyzes the most recent QCMR covering the second quarter of
FY201711t compares the second quarter QCMR estimates of FY2017 revenues and
expenditures with estimates in the approved FY2017-FY2021 Five-Year Financial Plan .?
The report also highlights agency performance and key management issues.

Unless otherwise noted, information in this report is drawn from City reports, including
the FY2017-FY2021Five-Year Financial Plan and QCMRs.

Notes:
1The QCMR is available athttp://www.picapa.org/wp -content/uploads/2013/01/QCMR -ending-12-31-16.pdf
2The approved FY2017FY2021 Plan was approved by PICA on August 31, 2016.
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FY2017 Financial Projections: Overview

} The second quarter QCMR projects FY2017 General Fund revenues &4,162.1million,
an increase 0f$30.3 million from the initial FY2017 -2021 Five-Year Financial Plan .
Obligations are projected at $4,228.0 million, an increase of $40.9 million from the Plan.
The FY2017 operating deficit is projected at $65.9 million, an increase from the $55.3
million deficit projected in the Plan. The Plan projected the FY2016 year-end fund
balance at $76.1 million, while the unaudited actual FY2016 fund balance is $148.3
million.

} The sum of the projected operating deficit, prior year adjustments, and FY2016 fund
balance is the projected FY2017 fund balance of $06.1million. This projection is $65.9
million higher than the FY2017 -FY2021 Plan.

Change from

Category % . C?I\%R . (?I\%R I;IanC t|\(;| -
Revenues $4,131.8 $4,151.3 $4,162.1 $30.3
Obligations 4,187.1 4,224.1 4,228.0 40.9
Operating Surplus/(Deficit) (55.3) (72.9) (65.9) (10.6)
Prior Year Net Adjustments 19.5 20.3 23.7 4.2
Prior Year Fund Balance/(Deficit) 76.1 148.3 148.3 72.2
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FY2017 Financial Projections: Revenue

} The second quarter QCMR projects FY2017 General Fund revenue at4,162.1million,

an increase of $30.3 million from the FY2017 -FY2021 Plan.

} The increase is largely attributable to higher than projected tax revenue ($18.9 million),
revenue from other governments ($9.0 million), and locally -generated non-tax revenue

($2.6 million).

Change from

FY2017 -21 1 2
Category Plan_ ﬁ Qgﬂi I;’IanC tl\(;I -
Taxes $3,071.9 $3,089.6 $3,090.8 $18.9
Locally-Generated Non-Tax 287.3 286.2 289.9 2.6
Revenue from Other Governments 697.0 699.9 706.0 9.0
Revenue from Other Funds 75.6 75.6 75.4 (0.1)
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FY2017 Financial Projections: Tax Revenue

FY2017 General Fund tax revenue is projected at $3,090.8 million, an increase of $18.9
million from the Plan. The overall increase reflects increases for the following taxes:
business income and receipts ($23.5 million); sales ($9.1 million); wage and earnings
($2.9 million); net profits ($2.8 million); parking ($1.6 million); and amusement ($0.7

million).

These increases were offset by declines in the following taxes: real estate transfer ($16.7
million); real estate ($4.4 million); and other ($0.5 million). Changes were made to
estimates of FY2016 tax revenues. The FY2017 estimates apply anticipated annual
growth rates for each tax in the revised FY2016 estimates.
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Plan_ QCMR QCMR 52 OCMR
Wage and Earnings $1,418.1 $1,426.6 $1,421.0 $2.9
Real Estate 594.9 594.9 590.5 (4.4)
Business Income and Receipts 441.6 446.0 465.1 23.5
Sales 177.5 182.2 186.6 9.1
Real Estate Transfer 249.6 249.6 232.9 (16.7)
Net Profits 24.5 24.5 27.3 2.8
Parking 95.1 95.1 96.7 1.6
Amusement 20.5 20.5 21.2 0.7
Beverage 46.2 46.2 46.2 --
Other 3.9 3.9 3.4 0.5




FY2017 Financial Projections: Locally

-Generated Non

-Tax Revenue

FY2017 locally-generated non-tax revenue is projected at $289.9 million, an increase of

$2.6 million from the Plan.

The most significant changes from the Plan were increases in Public Health ($8.5
million) and Fire ($5.0 million), offset by decreases in Public Property ($3.2 million);
Streets ($2.1 million); Innovation and Technology ($0.9); Records ($0.6 million); and

Fleet Management ($0.5 million).

Change from
Agency Source % OC?I\%R OC%I%R Plan to

- Q2 QCMR_
Finance $18.2 $18.2 $18.2 --
Public Health 12.6 12.6 21.1 $8.5
Revenue 4.9 4.9 4.9 --
Fire 40.0 40.0 45.0 5.0
Innovation and Technology 26.6 26.0 25.8 (0.9)
Licenses and Inspections 54.3 54.3 54.3 --
Public Property 13.5 13.5 10.3 (3.2)
Streets 27.7 27.7 25.7 (2.1)
Records 17.8 17.8 17.2 (0.6)
FJD 33.0 33.0 33.0 --
Sheriff 9.8 9.8 9.8 --
Fleet 3.6 3.1 3.1 (0.5)

Other 25.3 25.3 21.6 i3.6i
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FY2017 Financial Projections: Revenue from Other Governments

} The second quarter QCMR projection of FY2017 revenue from other governments is
$706.0 million, an increase of $9.0 million from the Plan.

} PICA City Account revenue is projected at $393.1 million, accounting in large part for
the above mentioned increase.

FY2017 -21 Q1 Q2 Change from
Agency Source Plan CMR CMR Plan to 02 QCMR
Finance $162.5 $162.5 $162.6 $0.1
PICA City Account 384.7 387.3 393.1 8.4
Revenue 39.6 39.6 38.1 (1.5)
Other 110.2 110.6 112.2 1.9
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FY2017 Financial Projections: Obligations

} The second quarter QCMR projects FY2017 obligations at $4,228.0 million, an increase

of $40.9 million from the Plan.

Change from
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Agency or Cost Center % 0 (?I\%R O(?I\%R Plan to
EE— Q2 QCMR
Community Schools/Pre -K $27.5 $27.5 $27.1 ($0.3)
Debt Service 275.3 275.3 275.3 -
Employee Benefits 1,229.8 1,250.8 1,258.6 28.8
Fire 221.8 233.9 235.5 13.7
Police 650.2 650.7 650.8 0.7
Indemnities 40.7 40.7 40.7 --
Streets 125.6 127.4 128.4 2.8
Prisons 258.8 261.5 262.5 3.7
Sheriff 20.1 20.2 22.2 2.0
Licenses & Inspections 33.6 33.8 34.8 1.2
Other 1,303.7 (11.6)
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Key Management Issues

Labor Contracts

Pension Benefits

Staffing

Overtime

Leave Usage
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