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About this Budget

Less than 2 weeks after Mayor Kenney presented the FY21 Budget Proposal on
March 5, 2020, City government operations, schools, and businesses closed down to
prevent the spread of COVID-19.

This unprecedented public health crisis and halt in the economy has dramatically
altered the City’s service needs and revenue streams. For FY21, we now anticipate a
lower starting fund balance, reduced revenues, and unplanned costs associated with
COVID-19 and maintaining core services. We must revise the FY21 Budget to reflect
this reality. The scope and scale of services Philadelphian deserve and expect will not
be met in FY21, but we hope by focusing core services and maintaining fiscal stability,
we will be able to rebound as fast as possible.

With these constraints, the Administration has prioritized:
« Keeping Philadelphians Safe

+ Keeping Philadelphians Healthy

« Keeping Philadelphians Educated
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COVID-19 Fiscal Impacts

* FY20
* $100M in COVID-19 costs and federal reimbursements in the General Fund

* FY21
« COVID-19 reimbursable costs/reimbursements in the Grants Revenue Fund ($176M)
« Non-reimbursable costs in the General Fund ($30M)

* Reduced collections for fees, fines, and taxes starting in FY20
+ Significant near-term shortfall with expected long-term reductions in some areas

» Pay incentives during first phase of response for essential services
* Increased pension payments due to market losses starting in FY22
» Borrowing costs to address cash flow challenges from delayed, reduced collections

B B Ceueone.
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FY21 Budget Gap ($649M)

Lower Starting Fund Balance $84M
Reduced Revenues $535M
Increased Costs $30M
Total $649M

Budget Office

CITY OF PHILADELPHIA
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Strategies to Close the FY21 Budget Gap

Lower Fund Balance than Planned $228.7M
Revenue Enhancements $49.9M
Spending Reductions $370.4M
Total $649M

Budget Office :
CITY OF PHILADELPHIA
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General Fund FY21-25 (in $000s)

Prior Year Fund

Balance 368,783 438,680 352,326 268,006 87,494 139,957 115,810 173,908
Revenues 4,820,277 4,939,016 5,180,385 4,695,273 5,085,606 5,374,908 5,609,025 5,726,575
Obligations 4,772,389 5,152,709 5,236,047 4,895,285 5,052,643 5,418,555 5,570,427 5,640,750
Prior Year Adj 22,009 43,019 19,500 19,500 19,500 19,500 19,500 19,500
Adjusted

?::;,zts';'g 69,897  (170,674)  (36,162)  (180,512) 52,463 (24,147) 38,508 105,325
(Deficit)

Fund Balance 438,680 268,006 316,164 87,494 139,957 115,810 173,908 279,233
Fund Balance

as % of 9.2% 5.2% 6.0% 1.8% 2.8% 2.1% 3.1% 5.0%

Obligations

Burd‘geit Office
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Strategies to Close the FY21 Budget Gap

Use the $34M in the Rainy Day Fund

Use FY20 Recession Reserves

Reduce FY21 Recession Reserve

Retain $10M in FY20 Capital Pay-As-You-Go Funding

$49.9M in new revenues to partially offset significant revenue losses

« $370.4M in net spending reductions compared to original FY21 budget
* Net of new labor costs from executed/planned one year extensions

B | Ceueorice
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How We Prioritized To Close The Gap

* Prioritized core services where no
other funding/service delivery exists

» Use a racial equity lens to reduce/
mitigate existing disparities
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How We Prioritized To Close The Gap

 Partner with federal government, philanthropy, and
the private sector to fund or deliver some services.

* The City will continue to monitor and coordinate
funding, policy, and service delivery in these areas

but with a reduced role.
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How We Prioritized To Close The Gap

« Efficiencies
« Ex. Shifting processes to entirely digital
« Costs Avoided
« Ex. Special events that require overtime across departments
» Deferrals
« Ex. Waiting to replace of police and fire radios
» Consolidating or eliminating offices with overlapping missions
» City Representative
* Arts, Culture, & Creative Economy
» Office of Workforce Development

B B Ceeone.
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Expenditure Overview — Citywide Savings

« Effective April 20, 2020
* Applies to agencies reporting to the Mayor

» Some exceptions like public safety, crucial operations,
and COVID-19 related

« Starting June 1, 2020

» Exceptions for public safety, crucial operations, and
COVID-19 related

* Crossing Guards in summer status (keep benefits, can
apply for unemployment)

* No changes for employees making $35k or less
 Over $35k, reductions range from 1-7% based in income
 3-5 Administrative Leave Days granted with pay cut
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Expenditure Overview — Core Priorities

* No Police or Fire layoffs. New cadet classes

* Reduced Prison funding to reflect reduced inmate
population and other reductions

* Maintain funding for Child Safety

* All Health Centers remain open
» Behavioral Health funding sustained

» $30M increase for the School District + Property Tax Increase
« Catto Scholarship + support CCP but delayed/reduced $
» Maintain existing PHLpreK and Community Schools funding
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Expenditure Overview

 All Libraries & Rec Centers remain open

Reduced programming, hours, and
support for events, arts, non-profits

Reduced General Fund support
Confirmed federal funding to backfill

Reduced General Fund support

» Confirmed federal unemployment and
business relief

B | Ceueorice
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Where the Money Comes From

Taxes $3.86B $3.43B
Locally Generated Non-Tax Revenues  $398.0M $360.5M
(R;\;fg;:igom Other Governments $310M $310M
Other Gouvts. - PICA City Account $551.5M $472.9M
Revenue from Other Funds of City $60M $124.4M
Total - Revenue $5.180B $4.695B

Buﬁd‘geﬁt Ofﬁ ce
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Tax Policy & Fiscal Health

*$276M across FY20 and FY21 Federal Reimbursements for COVID-19 expenses but not revenue losses
* Costs/reimbursements in the General Fund for FY20, shift to Grants Fund in FY21 (except non-reimbursable costs)

*Freeze BIRT and NPT at 2020 levels

*Freeze Resident Wage Tax at 2020 level

*Raise Non-Resident Wage Tax rate to 3.5019%

*Restart Business and Wage Tax cuts in FY24

*Raise Parking Tax rate to 27%

* Discontinue the 1% early payment discount for Real Estate Taxes to generate $12M for the City & School District
*Increase School District Portion of the Real Estate Tax, new total rate = 1.4551%

» Continue the revenue recognition policy to stay on track for 100% funding

*No payments into the Budget Stabilization Reserve due to revenue drop until FY24, use existing funds in the BSR
*$20M Recession Reserve, reduced from prior year to redeploy funds to service delivery
+$87M Fund Balance — significantly below City’s goal at 1.79%

Budget Office.

) F ADELPH




L
New Revenues - General Fund

Business closures, unemployment and lack of consumer demand stemming from
COVID-19 are expected to shrink the bases of the City’s local revenue streams and
generally increasing rates of the remaining activity would yield only limited returns and
make it harder for Philadelphia’s economy to resume. For this reason, there are limited
opportunities for new revenue to offset the dramatic revenue losses Philadelphia will
continue to experience. These changes generate $49.9M for the General Fund in

Fy21.
BIRT Rate Freeze $2.6M
Wage Tax Freeze (Residents)/Increase (Commuters) $17.2M
Parking Tax Increase $16.9M
Real Estate Tax Early Payment Discount Elimination $5.7M

Permit & License Increase
Commercial Trash Fee Increase

Total
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New Revenues — School District

COVID-19 impacts on revenues and long-time structural challenges combined to
create significant deficits to the School District of Philadelphia earlier and larger than
previously projected. The Administration will increase the General Fund contribution
by $30M in FY21 to $252M, but this will not be enough to close the gap and provide
quality public education for Philadelphia’s children.

* No change in City Real Estate Tax rate

* Increase the School District portion of the Real Estate Tax from
0.7681% to 0.8234%

« New combined tax rate = 1.4551%
* 3.95% increase

« Annual Tax for Homeowner with $150,000 assessment = $1,528
($58 increase)

B | Ceueorice
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Revised FY21 Capital Budget - Priorities

+ Limited changes to Fire, Police, and Prisons funding
* No change to Public Health

« Significant operating cuts will affect short term services for Philadelphians. As much as
possible, we seek to limit long-term deterioration of City facilities.

» Continuing existing projects and “shovel ready” ones prioritized over new starts/new initiatives

* Reductions targeted to areas where existing funds can be spent down to continue work
» Mindful of recent PayGo allocations (although some will be recaptured)
* Rebuild expected to continue as planned for investments in Parks, Libraries & Rec Centers

B | Ceueorice



FY21 Capital Budget
Top 10 Departments $124.26M out of $128.26M

Office of Innovation & Technology kK1
Commerce $11.5M

Parks & Recreation

Transit

Budget Office

" CITY OF PHILADELPHIA
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Public Safety - $25.9M

« $650K for « Improvements « $18.25M New
infrastructure at existing facilities for
improvements facilities PDs 22, 15

« $3M for
existing
facilities

Budget Office =
CITY OF PHILADELPHIA
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Sanitation & Transportation $50.26M

« $32.6M Paving « Required Match
« $4M Sanitation Sites
« $1.4M Bridges leverages

additional grant funding

« $7.6M Other projects
and initiatives, some with
matches from other
sources

B e



City Facilities & Economic Development - $23.1M

MDO $500K-<  Bethel Burial Ground
Health $600K-< * HVAC, Interior/Exterior Renovations

Homeless Sewéﬁeﬁ { * Interior & Exterior Improvements

Zoo $1M-< * Improvements to Facilities

$2.55M Council ITEF
$500K Mayoral ITEF

* $3.95M Council ITEF
Parks & Rec $5.5M  $1.35M Life Safety

Finance $3.05M

» $250k Trees

« $10M Christian to Crescent (195 Swap)
» $1M Lower Schuylkill River Industrial District

» $500K East Chestnut Street

Commerce $11.5M

ws CITY OF PHILADELPHIA



Government Administration - $28.9M

. $4.25M * $9.9M City/ « $10M Triplex
Vehicles Rep‘i‘””?e”t Elevators
pplications
 $1.45M Fuel . TIPS « $500k
Tanks & Site * Fire Accountabilty Asbestos
Remediation Y Remediation
« $1M Site « $2.6M Network e $200k
improvements Infrastructure Conservation
of Art

B | Ceueorice
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FY21 Capital Budget Original vs Revised

FY 21 Capital Budget Original Reduction Revised
Streets $ 52,100 $ 6,500 $ 45,600
Police $ 23,000 $ 1,750 $ 21,250
oIT $ 22,500 $ 11,000 $ 11,500
Commerce $ 14,500 $ 3,000 $ 11,500
Public Property $ 11,700 $ 1,000 $ 10,700
Fleet $ 8,000 $ 1,300 $ 6,700
Parks and Rec $ 12,600 $ 7,050 $ 5,550
Transit $ 4,660 $ 4,660
Fire $ 5,000 $ 1,000 $ 4,000
Finance $ 6,100 $ 3,050 $ 3,050
OHS $ 1,000 $ 1,000
Zoo $ 5,000 $ 4,000 $ 1,000
Prisons $ 2,000 $ 1,350 $ 650
Health $ 600 $ 600
MDO $ 750 $ 250 $ 500
Free Library $ 1,000 $ 1,000 $ -
Sustainability $ 250 $ 250 $ -
TOTAL $ 170,760 $ 43,000 $ 128,260

Budget Office

CITY OF PHILADELPHIA
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FY21 Reduction Detail ($43M)

Department Project Reduction FY 21 Notes

Commerce East Market $ 1,500  New project-FY21 would have been the first year of the City's commitment
Commerce DRWC $ 500 Reduction to general improvements to pier stabilization
Commerce Lower Schuylkill $ 1,000 | Retains $1M. New project but racial equity priority

DPP Paine Plaza $ 1,000

Finance ITEF- 50% Reduction $ 3,050 Includes Mayoral and Council ITEF

Fire Mechanical, Electrical & Plumbing $ 1,000 | $4M in funding remains

Fleet Vehicles $ 1,300  Has $10M in PayGo plus $4.25M remain in FY21 for vehicles
Library Improvements $ 1,000 | Has Rebuild funding and paygo funding from FY20

oIT OPAL $ 3,900 | Project has carryforward that can be used in FY21

oIT Network infrastructure $ 6,100 | Project(s) has carryforward that can be used in FY21.

oIT Business Applications $ 1,000  Removes contingency, Fire Accountability and TIPS replacement still funded.
MDO Air Monitoring $ 250 New project.

Police PD22 $ 1,750 | Bids have not yet been advertised.

PPR Building & Site Infrastructure $ 1,005 | Retains $1.35M life safety and 50% ITEF, and $250k for trees
PPR Play Area $ 200

PPR Interior Improvements $ 195

PPR Park and Street Trees $ 150

PPR Creek Banks... $ 200

PPR Footways & Roadways $ 250

PPR Grant Funded $ 500

PPR Dell $ 600

PPR ITEF- 50% Reduction $ 3,950

Prison CFCF Roof $ 1,350 | Delays project

Streets Vision Zero $ 2,000 | Carryforward available

Streets Citywide 3R $ 2,000 | $3M retained

Streets ADA Ramp Consultant $ 2,500 | Shift to Paving Budget

Sustainability | All $ 250 Has PayGo from FY20

Zoo Transformation $ 4,000  $1M retained

Budget Office

CITY OF PHILADELPHIA
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Revised FY21-26 Capital Program

* Total spending will remain as
originally planned (just under

$200M per year)




FY21 Budget Impacts:
Philadelphia’s Nonprofit Sector
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Reductions and Consolidations: Impacting Nonprofit Sector

» Office of Arts, Culture and » Smaller, strategic Commerce « City Representative merged
Creative Economy eliminated Dept. into Mayor’s Office
* Chief Cultural Officer merged « Campus Philly ($562k) « Historic Philadelphia ($162k)
into MDO_, more strategic,
coordinating role - Graduate Philadelphia - Citizen Diplomacy ($237k)
($387k)
* Cultural Fund ($3.1M) - Greater Philadelphia Film
« Various neighborhood dev. Office ($131k)
 Philadelphia Museum of Art Corps received cuts or
($510k), Mural Arts and large funding eliminated - Other small and large
and small arts organizations organizations also had

funding cut or eliminated

B B Ceueorice



Reductions and Consolidations Impacting Nonprofit Sector

» Workforce Development
Office eliminated and
reduced staff merged into
Commerce Dept.

* PPR & FLP programming
reduced + pools closed

« Various youth serving

organizations (events/sports) « PowerCorp PHL ($1M). Need

$850M match for federal

* Maintained OST & Summer grant

Jobs moved to virtual

» Various Adult Education

* Maintained PHL PreK, providers

Community Schools at FY20
levels

 Center for Employment
Opportunities ($330k)

. Budget Office

» Office of Homeless Services
cuts to be replaced by new
federal Emergency Support
Grant funding

« Various planned expansions
for public health services
cancelled

* Modest reductions in
nonprofits supporting public
safety to focus on more
evidence based solutions
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Looking Ahead

* Food Distribution
* Immigrants (including undocumented) and families left out of CARES Act

» Homelessness and Rent Assistance

* PHL Covid-19 Fund, COVID-19 Arts Aid PHL, Emergency Fund for Stabilization of
Early Education, and Worker Relief Fund (in development)

» Recouping federal “stimulus” dollars
* Restarting the economy “Phase II”
* Recovery and Reimagining Greater Philadelphia with Chamber of Commerce

« Summer 2020, Arts & Culture, Workforce Development & Digital Literacy
* Quarterly Mayor and Philanthropy Check-In

B B Ceueorice
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