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1 Executive Summary

On January 3, 2022, Wanda R.D. Williams took office as the 39" Mayor of the City of Harrisburg,
Pennsylvania. Mayor Williams is the second African American female Mayor of the City.
Previously, she served on City Council for 16 years, including 12 years as its President.

To assure her Administrative Staff was up to full complement she hired Daniel Hartman, Business
Administrator and Deborah Robinson, Special Assistant to the Business Administrator. As for the
Financial Management Staff she hired Marita J. Kelley, Director of Budget and Finance, Timothy
Brooks, Budget Manager, and she plans to hire a Special Assistant tothe Director of Budget and Finance
and a Financial Analyst, in the very near future.

By providing additional staff to her Administration, as her first order of business, she was to able
develop and introduce the amended 2022 Annual Budget to City Council. The 2022 Annual Budget was
the first budget in nearly thirty years to produce a General Fund budget surplus of $1.5 million.

Under her leadership she will work with City Council to distribute $47.3 million dollars in American
Rescue Plan Act (ARPA) funds. Her goal is to improve the overall quality of life for the citizens of
Harrisburg through affordable housing, assistance with utility bills, add several parks facilities, and
provide for the demolition of abandoned and blighted property.

The City's fund balance as of June 15, 2022 was $34.5 million. The Mayor has carefully steered the
City into a fiscally responsible governmental unit. She works very closely with the City of Harrisburg's
Intergovernmental Cooperation Authority (ICA), the Pennsylvania Department of Community and
Economic Development’s Act 47 Municipalities Financial Recovery Team, the Dauphin County Board
of Commissioners, and Harrisburg Regional Chamber of Commerce to assure intergovernmental
cooperation. In additionto a 2022 balanced budget, a fiscally responsible purchasing practice, and a
clean Annual Audit, Mayor Williams remains focused on sound financial management practices.

As the Mayor prepared to present the City of Harrisburg’s Intergovernmental Cooperation Authority
(ICA) with the 2022 Five-Year Financial Plan, her Administration has demonstrated the ability to achieve
structurally balanced budgets, maintain sufficient fund balances, and provide a strategy for the long-term
financial management planning for the City.

The centerpiece of her first year in office will be to pay off the Series 1997 Series D and F Bonds in
September 2022. She will further meet with AMBAC to determine the necessary terms to pay off the
remaining debt owed to them. If she is successful in paying off both bonds, she will effectively add
$12.4 million dollars annually to the City’s cash balance. By reducing the debt service for the City and
eliminating the high interest payments relating to the AMBAC arrangement, she will allow the City to
further examine its long-range financing of future capital needs. She understands that the City can no
longer ignore its vital capital investment needs. The Capital City, founded in 1719, incorporated as a
city in 1860, has some of the oldest infrastructure in the United States as it is situated in the Northeast.

As part of her long-term plan she will need to fund the City’s future unfunded capital needs (defined in
the appendix of this document). The Mayor will plan to borrow $15.5 million dollars in 2023 which will
increase her debt service to $5.5 million dollars per year (a lesser amount for fiscal year 2023). Even
with this borrowing, the City still anticipates a strong General Fund Balance through fiscal year 2026.
With the careful management of its debt portfolio, the Mayor can realistically put forth this bold long-
term financial management plan.
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Theroad back to fiscal stability through the implementation of the Act 47 Strong Plan, has involved difficult
decisions and managerial discipline. The City has sold assets, properly managed staff, and increased
taxes/fees where necessary. The Harrisburg community, City employees, and a variety of stakeholders
have successfully evolved from fiscal distressed and have formed a reasonable path forward to sound
financial management.

At the forefront of Harrisburg’s fiscal revival has always been the Honorable Wanda R.D. Williams.
Since the Act 47 Strong Plan was implemented in 2012, she is the only person to be engaged throughout
the entirety of the City’s Financial Recovery. Mayor Williams was elected as Harrisburg’s City Council
President in January 2010, and since then, through her leadership, the City of Harrisburg has enacted
numerous pieces of legislation and started important partnerships with Commonwealth stakeholders
which has put the City on the right path.

Most notably is the development of Impact Harrisburg, which has served as an important vehicle for
economic development and infrastructure improvements in the City. Since 2016, Impact Harrisburg has
secured 32 grants for the City worth $10.2 million dollars. The Strong Plan also paved the way to fund a
business disparity study, which not only will lead to more business coming into the City of Harrisburg in
the future years, but businesses which will promote diversity. One of Mayor Williams’ top priorities,
going back decades to her time as an AFSCME union leader, has been fighting for equality and inclusion.
Her leadership in getting the disparity study off the ground will put Harrisburg on the right track for
future generation.

Furthermore, in her time as City Council President, Mayor Williams oversaw $22.7 million dollars in
funds from the Pennsylvania Department of Transportation to go towards the infrastructure improvements
of 2™ Street, 3" Street, and 7" Street. Modernizing these busy thoroughfares with freshly paved streets
and ADA compliant walkways does more than just make Harrisburg safer. They help to better connect
three of Harrisburg’s busiest neighborhoods — Downtown, Midtown, and Uptown— and is doing so, better
connects the people of Harrisburg as well.

Fortunately, as the Mayor guided City Council through the City’s fiscal recovery, in 2021, the State
Legislature permitted the City to maintain the special taxing power for the Earned Income Tax (EIT) and
Local Services Tax (LST). These taxing powers generated approximately $13.6 million ($9.3 million in
EIT and $4.3 million in LST) in fiscal year 2021. The expiration of these taxing powers would have
resulted in a difficult fiscal cliff that would have required draconian budget cuts, which has now been
avoided without any increases in existing tax rates.

The next major priority of the Mayor is economic development. After experiencing the effects of the pandemic
there is still much more to do to encourage businesses to invest in Harrisburg, to improve the housing stock
by encouraging moderate to low income housing, and to provide an opportunity for diverse businesses to thrive
within the City.
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Key to securing the City’s long-term health is expanding its economic base and the growth of its own local
tax revenues. The City’s economic development efforts for the recent past was focused on helping the local
business community cope with and survive COVID related economic pressures and hardships. Through
cooperative efforts with City Council, Impact Harrisburg, Harrisburg Regional Chamber, and Capital Region
Economic Development Corporation, the City was able to provide technical assistance and created monetary
programs to help locally owned simall businesses survive during this difficult time.

Though the immediate crisis has required a series of policy responses that were short-term in nature, the
City has not lost sight of its commitment to long-term economic development and growth. The City is
taking aggressive and necessary steps to achieve its economic development goals. In order to improvement
the economy and revitalize neighborhoods, Mayor Williams has chosen to incorporate the Director of
Department of Building and Housing and the Director of Economic Development, Dennise Hill, to create
and encourage economic development through sound fiscal management of the CDBG, HOME
IMPROVEMENTS, and ESG programs and to provide fair, safe, and affordable housing for all City of
Harrisburg residents.

This new approach should improve the current housing stock, encourages home ownership, and reduces
blight within the City, all of which have been major impediments to the City’s economic growth.

American Rescue Plan Act

Harrisburg’s fiscal recovery was well underway prior to the passage of the American Rescue Plan Act
(“ARPA”) and the associated allocation of stimulus and relief measures. Allocations from ARPA will

enable the City to build on its recent fiscal achievements and consider strategic investments to secure its
long-term stability. The City’s ARPA allocation is $47.3 million, representing a unique opportunity to
support critical community initiatives. The Mayor has set forth her ARPA proposal to City Council, and
she and the legislative body will soon reach an agreement as to how this money will be earmarked.

The City has made significant strides to emerge from distressed status and this plan represents another key
step towards full fiscal recovery. The City looks forward to collaborating with the Intergovernmental Cooperation
Authority, State and Local elected leaders, City employees, and other stakeholders to reach this goal.

(remainder of page intentionally left blank)
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2 American Rescue Plan Act (“ARPA”)

In March 2021, President Biden signed into law the American Rescue Plan Act, a $1.9 trillion aid
package designed to speed the recovery fromthe economic and health impacts of the COVID-19 crisis.
ARPA includes a wide range of stimulus and relief measures such as direct payments to individuals, a
child tax credit, funds for capital projects, homeowner and emergency rental assistance, small business
relief, among other provisions. A major part of the ARPA is a $350 billion State and Local Fiscal
Recovery Fund to provide emergency funding for state, local, territorial, and Tribal governments to
address the mismatch between rising costs and declining revenues during the pandemic.

State and local government recipients may use the funds to cover costs by December 31, 2024. The
funds will be distributed in two tranches with 50% received in June of 2021 and the remainder to be
delivered no earlier than one year later.

The City’s total allocation is $47.3 million. The City has hired NW Financial to assist in the appropriate
implementation and reporting for the ARPA funds. The City is current in providing Program Reports.

The ARPA funding will be transformative for the City. It represents a unique opportunity to invest in
critical infrastructure needs, and support other community initiatives. The aid does not need to be spent
until 2024, which allows the City to develop a strategic and deliberate plan. As noted above, the Mayor
and her Administration have presented to City Council her plan to utilize the ARPA funding, including
already receiving council approval on revenue replacement, a new HVAC system for the Public Safety
Building and one-time, $5,000 bonuses for police officers and firefighters. She also held five public
meetings to discuss with the Harrisburg Community and related organizations on their insights in
distributing the funding.

The ARPA funds will impact many aspects of its five-year plan including, but not limited to, unrestricted
fund balance levels, available capital program funds, and community and economic development. The
City is committed towards utilizing these funds to promote and further develop the multi-year financial
planning goals.



City of Harrisburg
2022 Five-Year Financial Plan

3 Historical Financial Results

This section presents a picture of Harrisburg’s financial results since 2017 and provides the basis for
revenue and expense growth expectations for the future. Based on historical operating results, trends, and
existing contracts, this chapter develops the growth assumptions for revenues and expenses that are the
foundation for the five-year financial forecasts.

3.1 Summary of Principal Funds

The City accounts for its primary financial operating activity with two main governmental funds, which
reflect the City’s tax-supported activities:

o General Fund — Primary operating fund and accounts for all financial resources except those
accounted for in another fund.

e Debt Service Fund — Accounts for the accumulation of resources, which are principally transfers
from other funds, for the payment of general long-term obligation principal, interest, and related
costs.

For the purposes of this plan, transfers to the Debt Service Fund are shown as General Fund expenses.
Basis of Accounting

All City funds are audited in accordance with Government Accounting Standards Board (“GASB”)
standards. The Bureau of Financial Management makes annual adjustments for proper financial
presentation within the audited Comprehensive Annual Financial Report. However, for budgeting and
internal financial management purposes, the City accounts for financial activity on a budgetary

basis which includes a monthly cash basis reporting of total actual revenue and expenditures to the City
Controller’s office and other third-party stakeholders. This monthly reporting also includes open
encumbrance balances outstanding as of month-end to reflect the City’s total cash commitment and actual
available cash at the end of the period. This approach allows for the transition from cash basis to
budgetary basis accounting and an accurate reporting of available fund balance. The budgetary basis of
reporting does not include any accruals for receivables or payables, nor any non-cash expenditures. So,
the financial schedules for budgeting and accounting, in this plan, uses the cash basis of accounting,.

The City will work with the ICA to ensure compliance with Act 124 regarding generating modified

accrual based financial reports in accordance with GASB standards. The City will also work with the ICA

to establish a reasonable timeframe and criteria to meet compliance with this requirement. The City has
consulted with its independent auditor on this issue, and they have expressed a willingness to speak with

the ICA about potential solutions. Until it can produce a budget based on the modified accrual accounting, the
City will identify and note differences between the modified accrual basis of accounting and

budgetary basis of accounting in its budget document.

Several of these issuies must be resolved before this transition to fuller GASB compliance report(s) is made.
As a first step, the City has recently purchased Tyler Technologies” MUNIS software and this financial
management system will more appropriately facilitate GASB compliance. The City Financial Management
Staff has begun training with the new system and the General Ledger segment of the training will be
completed by December 31, 2022 and is expected to go live on January 1, 2023.
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The following is a description of each major operating revenue source followed by an annual growth
assumption for the multi-year financial forecast.

Real Estate Taxes — In 2021, the City collected approximately $18 million in Real Estate taxes,
including $15.2 million in current Real Estate taxes and $2.8 million in delinquent taxes. The City
collected $16.9 million in Real Estate tax revenue in 2020 including $14.9 million in current and $1.96
million in delinquent collections. Please note that during fiscal year 2020 there was a drop in real estate
taxes due to the pandemic; however, during fiscal year 2021 there was a rebound that included increases of
the current and prior year taxes paid. The catch-up in current and prior year taxes is an encouraging sign
that the City is emerging and recovering from the pandemic, in a fiscally healthy way.

The City’s Real Estate tax millage is split into the assessed value of the land (30.97 mills) and the value of
improvements or structures (5.16 mills). The blended land and improvement components result in
an effective millage rate of 10.955 mills.

The City as the Capital City of the Commonwealth of Pennsylvania is home to many governmental
entities and non-profit and, thus, tax-exempt properties represent a large portion of Harrisburg’s real
estate value. Total combined land and value components are almost 50% tax-exempt.

Projection — Current collections for 2021 tax revenue has modestly rebounded from 2020. Current
collections are projected to increase modestly from 2022 to 2026, reflecting limited increases in assessed
values and a constant collection rate. No change in millage rate is assumed. Delinquent collections are
projected to remain relatively flat in 2022.

Local Services Tax — The Local Services Tax is an annual $52 tax (or $1 per week) charged to every
person working in the City that does not qualify for the low-income exemption (annual income below
$24,000). The LST is imposed on individuals who within a municipality as compensation for the
services provided by the municipality irrespective of the person's residency.

Among other amendments to Act 47 that were in enacted in late 2014 was the ability of Act 47
communities to increase the LST from $52 per year to $156 per year. The city first implemented the
increases LST in 2016. Similar to the EIT this special taxing power was scheduled to expire with the
termination date of the ICA at the end of calendar year 2024. However, the change in the fiscal code
extends these full special taxing powers for 10 years and then extends the 50% of the special taxing
power for another five years. Harrisburg's LST collections were $6.48 in 2020 & $6.53 million in 2021.

Projections — LST projections from 2022 to 2026 are based on employment level stabilizing.

Earned Income Tax — The City imposes an Earned Income Tax on residents and non-residents. Under
the Local Tax Enabling Act (Act 511), the EIT is capped at 1% and split equally with the School District,
effectively limiting the tax to 0.5% for residents. The non-resident EIT is also capped at 1%.

Under Act 47 provisions and as recommended in its previous recovery plans, the City imposed an
additional 1% EIT on its residents. These special taxing powers were scheduled to expire with the
termination of the ICA at the end of calendar year 2024, however, as noted above, the recent change to the
state fiscal code extends the EIT taxing power indefinitely for the City.
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The City collected $13.5 million in 2021, which, despite the COVID pandemic, was in line with the
2020 collections.

Projection - As the national and regional economy recovers, the City realized an increase in revenue
from $12.7 million in 2020 to $13.5 million in 2021. The five-year projections assume a healthy
recovery in 2022, with lower unemployment rates and an expanding labor force by year-end. The
projections also assume a 2% growth in Earned Income Tax from 2022 through 2026 will continue.

Parking Tax — The Parking Tax is found as part of the Mercantile/Business Privilege Tax data. The City
imposes a 20% tax on all revenues generated from off-street parking lots and garages (not meters). In
2020, the City realized $3.5 million in Parking Tax revenues; however, 2021 revenues were $3.375
million. The City expects that Parking in the immediate Central Business District will continue to improve
and the Capital Area Complex parking to remain the same unless more State employees return to the
Capital Complex on a more regular basis.

Projection — This plan projects Parking Tax revenues to rebound in 2022 through 2026. The
projections assume a 2% annual growth in 2022 to 2026; however, these revenues are somewhat at
risk with the prospect of increased telecommuting and reduced parking activity within the City.

Mercantile Business Privilege Tax — The Mercantile Business Privilege Tax (“BPT”) is a tax on
gross receipts on business activity conducted in the City. Revenues from this tax will likely
increase by 2% through the end of the five-year plan in 2026.

Projection — The City collected $7.3 million in 2020. In Fiscal Year 2021 revenue increased to $7.7 million.
The projections also assume a gradual continual recovery growth of 2% for the remain years of 2023, 2024,
2025 and 2026.

Real Estate Transfer Tax - This is a 1% tax on real estate transactions within the City. The City and the
School District split the proceeds from this tax.

Projection — This revenue source has leveled off during COVID but is seeing signs of recovery. Based on
year- to-date collections, the City collected $868,475 for 2021 and projects an annual increase of 2% from
2022 to 2026 based on economic trends.

Department Income - This revenue source varies by Department depending on the activity for each.

Projection — Generally these revenue sources do not vary widely and remain fairly constant. The $5
million dollars from the Commonwealth is actually allocated to Intergovernmental revenue as it is a state
distribution for the related services. It is notable that this revenue was recorded under Public Safety
Department in the past and was recently moved to Intergovernmental Revenue in 2022.

Fines and Forfeits — This revenue source represents the various fines and forfeits that the City incurs.

Projection — No change in revenue projections is expected for this category.
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Licenses and Permits — The City collects licenses, fees and permits revenue for a variety of
functions. Building permits, rental inspections, and street cutting inspections are the three
main revenue sources in this category.

Projection — These revenues are projected to remain flat from 2022 to 2026.
Interest Income — The City receives interest on their cash investments monthly.
Projection — These revenues are projected to be flat from 2022 through 2026.

Miscellaneous Revenue — Various sources of revenues are included in this category.

Projection — These revenues are projected to be flat from 2022 through 2026. The PILOTS
are included in this revenue category.

Other Financing Sources - This category includes other financing sources for the City

Projection — These revenues are projected to be flat from 2022 through 2026.

Intergovernmental Revenue — This category usually records grants from agencies.
Projection — The $5 Million for Public Safety Services from the State is recorded here.
Interfund Transfers — These are transfers from Other Funds to reimburse the General Fund.

Projection — These transfers are contingent on activities from Other Funds, e.g. debt service.
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4.2 Revenue Initiatives

1) Redirect Park Permit Revenues to General Fund

In 2004, the City issued a Park Permit for use of the minor league baseball stadium facilities to lure the
Baltimore Orioles to relocate their AA Affiliate and play its home games at the improved stadium facility.
Revenues paid pursuant to the Park Permit from the Orioles affiliate were pledged to pay debt service on
the Harrisburg Redevelopment Authority, Series 2005A-2 Bonds. The Park Permit agreement was
superseded by a new agreement executed in 2007 and continued affiliation with the Washington
Nationals. Under the existing Park Permit, the minor league baseball affiliate pays annual rent that is now
about $375,000 with annual consumer price index (CPI) inflation, and $1.00 of all ticket sales in excess
of $450,000, 30% of the stadium naming rights, and 50% of parking revenues net of taxes and operating
expenses. The City assigned Park Permit revenues to the Harrisburg Civic Baseball Club

(“HCBC”) to make these debt service payments.

2) Continue to Pursue Increased Payment Inlieuof Tax (PILOT) Agreements

Approximately 50% of assessed value in Harrisburg is non-tax revenue generating because it is used for
tax-exempt purposes. The City will endeavor to enhance existing PILOT agreements and seek new ones,
with the proceeds dedicated to supporting capital improvements.

The City will continue to seek financial support from the non-profit entities located within the City.
The City will send additional letters and will continue to work through existing PILOT agreements to
renegotiate increased PILOT contributions. The City is initially focusing on those entities that have

recently completed new construction projects and expanded their footprint in Harrisburg, as well as
potential increases in the assessed value of the property in Dauphin County.

3) Improve Collection Rates in the Neighborhood Services Fund

The Mayor and her staff have recommended to City Council a program offered through ARPA funding
that will assist low income and elderly home owners to catch-up on their trash bills and help them to
become current with those bills. This will provide an immediate benefit to the low income and elderly
home owner and a secondary benefit to the City by helping to eliminate the backlog of delinquent trash
customers. The goal is to encourage those who will be assisted with this unique program to remain
current with future trash bills and the hope is that the customer will remain consistently on time
thereafter.



City of Harrisburg
2022 Five-Year Financial Plan

The benefit of this initiative is helping those individuals impacted by COVID and to allow the City to
bring more customers current with their trash bill payments.

The Business Administrator will oversee activities related to improving Neighborhood Services Fund
collection rates. The Business Administrator will meet on a quarterly basis with his Finance Team to
review progress on implementing this initiative and ensure the team is working collaboratively where
appropriate. The City is also in discussions to develop an annual billing program to address these issues,
with a legislative package being developed by the City Solicitor’s Office.

The City will monitor NSF budget versus actual and year-over-year fee collection reports on a quarterly
basis. The Business Administrator is currently exploring other reporting options to include subsets of
the fee collection data including commercial, residential, newly current, newly delinquent, and other
categories of customer accounts. As the City implements the new General Ledger software, it is likely
more appropriate reports will be available for review and input.

4) Review Service Delivery Alternatives

The City has an established track record of collaborating with other governmental and non-
governmental entities to deliver services economically and more efficiently. Examples of such
arrangements include:

+  Atransfer of the Communications Center for emergency calls to Dauphin County.

+  Atransfer of the operation of the Harrisburg Resource Recovery Center from The Harrisburg
Authority (now Capitol Regional Water “CRW?) to the Lancaster County Solid Waste
Management Authority.

+  Thetransfer of the partial City ownership and operation of water and sewer services
exclusively to CRW.

*  The long-term lease and operation of the City’s parking garages and on-street metered
parking system to the Pennsylvania Economic Development Financing Authority (“PEDFA”)
and the Pennsylvania Department of General Services (“DGS”).
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Police Services

The City is interested in exploring possibilities of intergovernmental agreements with surrounding
municipalities for police services to determine if shared services would mutually benefit the City and
neighboring municipalities in both police service and the cost of policing. In the past, the City
participated in a countywide study of regionalizing policing services that ultimately showed the number
of police calls in the City far exceeded the calls elsewhere in Dauphin County. Those facts make shared
policing with other municipalities a difficult operational change for other municipal police departments,
as their additional availability on City calls would predictably outpace the City’s ability to respond to
calls in neighboring townships and boroughs.

Fire Services

The City participates in mutual aid agreements for fire protection services and provides fire protection
services to the Commonwealth for structures in and outside the City. The Fire Bureau is exploring the
potential for regionalized fire protective services, as there is a nationwide crisis in volunteer firefighting.
Providing professional fire services has the potential to both provide better protection to more people and
property in the areas surrounding the City, but also assist with cost-sharing of equipment and operations.

Procurement

The City joined the Capital Area Procurement Council of Government (“CAPCOG”), which provides
advantages in certain (but far from all) categories of purchasing. Also, the City frequently participates in
the COSTARS Program operated by DGS for more efficient purchasing. Similarly, the City participates
in electrical purchases on a brokered platform provided by the Commonwealth.

Information Technology

The City has worked with a series of Information Technology professionals through teams at Harrisburg
University to explore stabilizing, operating, and modernizing essential governmental computer services.
The City shares certain technologies relating to policing; utilizes County web-based information for
aspects of property and tax data; and routinely accesses the data of other governmental entities to
improve efficiencies. The City Public Safety Parking System will be integrated into the new MUNIS
system and will reduce duplicity of data entry and assure on-time record keeping for the City's customers.

Waste Removal

The City upgraded its solid waste and recycling services to better satisfy public health needs through its
Neighborhood Service Fund and thereby tackled significant blight and trash issues. The City has entered
into a successful partnership with Steelton, Penbrook, and Paxtang Boroughs whereby Borough
residents pay Harrisburg for trash and recycling services.
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Salaries and Wages
Salaries and wages are the largest component of personnel costs, representing 49% of expenses. As
described above, in 2020, the City and the FOP ratified a new collective bargaining agreement that runs

through 2025 and includes regular salary increases based on a fixed pay scale determined by years of
service and job classification.

Per its collective bargaining agreement, salaries for IAFF union members will increase 2% annually
through 2022. The projections assume 2% increases in 2023 through 2026.

The City and AFSCME have agreed to a 3% salary increase for 2022-2025. The projections assume 3%
annual increases through 2025. Similarly, salary increases for non-represented (management) employees
will average 2% for 2022 and are projected to increase 2% annually through 2026. Each AFSCME
Bargaining Unit employee will receive $3,000 lump sum per employee for 2022, $1,500 lump sum per
employee for 2023, $1,000 lump sum per employee for 2024 and 2025.

In addition to salaries, overall compensation includes a variety of components, such as overtime,
longevity pay, shift pay, special assignment pays, other cash premiums and bonuses, employer portion of
applicable payroll taxes, vacation, holidays, paid leave, active employee life insurance, and other
miscellaneous fringe benefits.

As a result of the 2013 contract amendments, all full-time employees (represented and non-represented)
were moved to the Basic Health Plan that previously had only been mandatory for non-represented City
employees. In addition, all unions agreed their members would contribute towards the cost of health care
premiums, as set forth below:

20
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Projection

1.1 Current wages are increased as specified in the current collective bargaining agreements, interest
arbitration awards, or court orders. At the conclusion of a current collective bargaining agreement
with the IAFF in 2022, annual wage increases are projected to increase approximately 2%. With
the new AFSCME Contract Salaries for AFSCME City employees are increased 3% annual
increase, with relevant bonuses 3,000 for 2022, 1,500 for 2023, and 1,000 for 2024 and 2025.

1.2 The City, which self-insures, has budgeted $9.3 million for medical expenses in 2022. Medical
expenses are potentially a volatile expenditure, which the City monitors closely. These expenses
are projected to increase 5% annually from 2022 to 2026, which is in line with the City’s
experience and the actuarial assumptions used in the calculation of the City’s Other Post-
Employment Benefits liability. The City has worked with its insurance consultant to secure
approximately $1.1 million in annual health insurance/prescription drug savings.

Services

The City contracts for a variety of services such as legal, auditing, building maintenance, information
technology support, insurance, utilities, fuel, traffic control, and heavy equipment repairs. Almost all of
the City’s contracted services fill an essential government need and are non-discretionary.

Projection - These costs are projected to increase 3% annually.
Long-Term Debt

G 1 Obligation Del

Series 1997D&F General Obligation Bonds

In 1997, the City issued its Series D&F Bonds to advance refund its Series 1997 B-1 Bonds and currently
refund its Series 1995 Bonds. The Series 1997D&F Bonds are capital appreciation bonds and not subject
to redemption prior to maturity. Credit enhancement on the bonds was provided by Financial Guaranty
Insurance, which is now Ambac Assurance Corporation (‘AMBAC”).

In 2012, facing severe financial distress, the City defaulted on the bonds and the insurer agreed to
make scheduled principal and interest payments on the bonds. The City and AMBAC entered
into an amended settiement agreement in April 2013 under which the City’s forbearance
liability accrues interest and is scheduled to be repaid over a ten-year period from 2023 to 2032. In
2021 the City worked with AMBAC to defease the stadium bonds and to reduce the annual interest
payment. The Mayor plans to work with AMBAC for a full payment of the remaining debt on the bonds
in Fiscal Year 2022.

(remainder of page intentionally lefi blank)
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5 Other Initiatives

The City is committed to providing essential services to the community while securing its long-term
fiscal stability. Below is a summary of the progress in implementing initiatives not already covered in
the previous sections and additional actions the City is taking to achieve its goals:

1) Reestablish Access to the Debt Markets and Restore Credit Rating

Key to the City’s long-term financial management viability is future access to the debt markets to fund
capital projects and other deferred maintenance needs. Upon exit of Act 47, the City hopes to engage the
rating agencies and strongly consider establishing a credit rating as part of the process once most current
debt is paid off and the City continues to have a strong General Fund Unassigned Fund Balance.

2) Establish an OPEB Trust

On March 23, 2021, City Council approved an ordinance authorizing and directing the creation of an
irrevocable special trust to be designated as the “OPEB Trust Fund” for the purpose of depositing and
segregating funds to be restricted for other post-employment obligations of the City and related
administrative costs of the Trust; providing for the appointment of a Board of Trustees to oversee the
OPEB Trust Fund in accordance with the approved Act 47 Recovery Plan and any amendment thereto;
providing for the Board to contract for services of a Trust professional; authorizing the execution of a
Trust Agreement and related documents; authorizing the acceptance and deposit of designated funds
provided through certain asset transfers under the Harrisburg Strong Plan; and adopting a Charter and
Bylaws of the OPEB Board of Trustees so as to operate in accordance with the recommendations of the
Governmental Accounting Standards Board as provided 16 in GASB Statement No. 74 and GASB
Statement No. 75.

The ordinance provides for the establishment of a Board of Trustees consisting of nine members, with one
member each to be appointed by the City’s three local unions; two individuals to be appointed by the City
Council; two to be appointed by the Mayor; and two members to be appointed by the Recovery
Coordinator of the City. The Board of Trustees will be responsible for establishing how Trust will
operate, including the terms under which the funds will be accessed, the Trust’s investment policy, among
other operating issues.

As determined from an updated actuarial valuation as of January 1, 2020, the City’s estimated OPEB
liability as of December 31, 2021 was $157.6 million. Similar to other municipalities, Harrisburg does
not prefund its OPEB liabilities. During 2021 the City paid $5.3 million in “pay-as-you-go” retirement
benefit costs and also accrued an additional $2.1 million in service costs for future participant benefits.

If the City were to continue to pay the pay-as-you-go obligation and also contribute an annual amount
equal to the Service Cost, the City would be funding the plan at a pace to eliminate the unfunded accrued
liability in approximately 60 years, assuming no changes in actuarial assumptions. However,
contributing an amount equal to the Service Cost in addition to the pay-as-you-go
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obligation is not realistic for the City at this time meaning the liability is unlikely to be eliminated in the
60-year timeframe.

The Trust will be funded initially with approximately $3.3 million in funds generated by asset transfers
that were executed as a result of the implementation of the Harrisburg Strong Plan. Once the terms of the
Trust are established by the appointed Board of Trustees, the City will consider a funding policy that will
begin to address the significant liability and is also manageable within existing General Fund constraints.
Because the terms of the Trust are unknown, the City cannot make an annual funding commitment as part
of this five-year plan.

The City understands the relationship between controlling the OPEB liability and long-term fiscal
stability. The City also appreciates the potential negative implications for its credit rating if a strategy for
addressing the OPEB liability is not identified, though other municipalities that do not prefund the
liability are still able to achieve a strong credit rating. Since the City cannot feasibly prefund the OPEB
liability at a level to cover its Service Cost plus interest, annual OPEB costs will continue to grow, likely
at a rate higher than other General Fund expenses. The growth, volatility, and size of these annual costs
relative to the budget are of particular concern to the credit rating agencies.

While the City acknowledges that its OPEB liability will not be 100% funded for the foreseeable future,
its past and planned actions signal its commitment to addressing this issue:

e Implemented employee benefit changes that eliminate post-retirement benefits for new
employees, which will reduce and eventually eliminate the liability over time;

e Once terms of the Trust are adopted, consider a recurring OPEB Trust funding strategy, which
will help address volatility inherent in this expenditure item;

e Order its actuary to prepare an actuarial valuation at least biennially, in accordance with generally
accepted actuarial principles. Each valuation will include a gain/loss analysis that identifies the
magnitude of actuarial gains and losses, based on variations between actual and assumed
experience for each major assumption.

The City will review OPEB Trust funding options every two years and with the assistance of its actuary,
determine the funding levels required for a fully funded plan within 10, 20, and 30 years. The City will
adjust its funding strategy as necessary to meet its OPEB Trust funding goals.

3) Implement Workforce Stabilization Program

In late 2021, the City and AFSCME reached an agreement on a new contract that addresses pay and
retention issues. Early in 2022, the City and FOP reopened the contract ratified in 2020, with hopes to
address long-standing issues related to recruitment and retention. The FOP contract is in its final stages
of review. Lastly, in the second half of 2022, the City and IAFF has begun negotiations on a new
contract that-will replace the current contract that ends December 31, 2022.

The City is mindful of strategies to recruit and retain qualified non-represented employees as well.

In particular, the City is conducting a search to place a new City Engineer. The position has been vacant
for many months. The City is advertising for the position with prominent Local Government and Trade
Associations. The City is planning on interviewing experienced candidates for this position; we hope to
fill it as soon as possible.
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4) Promote Economic Development

Key to securing the City’s long-term health is expanding its economic base and the growth of its own
local tax revenues. Even after securing its extraordinary taxing powers, the City’s capacity to deliver
basic services to its residents depends on a strong local tax base. The City’s Economic Development
efforts focuses on growing the City’s economy in a diverse, equitable, and inclusive manner by
retaining, expanding, and attracting businesses, promoting investments, and increasing career
opportunities for residents. The City will accomplish these goals by providing a holistic approach that
includes, innovation and equity, place and infrastructure, and governance and financial stewardship.

The City’s economic development efforts over the past two years were focused on helping the local
business community cope with COVID related pressures and hardships. The City’s economic
development efforts were focused on providing technical assistance and creating programs to help local
small businesses to survive during this difficult time. The City plans to continue to provide this much-
needed assistance, for as long as continued health threats to local businesses persist.

The following are examples of actions the City has taken to support businesses during this uniquely
difficult time:
~ In April 2020, the City partnered with Impact Harrisburg to build a $1.5 million (Impact
Harrisburg provided additional funds) grant fund to help Harrisburg small businesses impacted by
the coronavirus shutdown.
~  The City designed the Neighborhood Business Stabilization Program (NBSP) to provide
emergency cash flow to help small businesses cope with the COVID crisis. A total of 313
businesses were awarded $5,000 grants (of which 62 were minority-owned businesses) to assist
with operating costs, such as rental and mortgage payments, utility payments, outstanding vendor
invoices and payroll during this first funding round. A second round of this program began on
December 1, 2020. Over 130 pre-applications have been received to date.
~ InJuly 2020, the City provided a one-time credit on future trash bills opportunity for commercial
refuse account holders, negatively impacted by the emergency closures and shutdowns due to the
COVID pandemic. The City received 214 applications, of which 148 were approved. The total
dollar amount credited for this program to date is approximately $164,000.
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Though the immediate crisis has required a series of policy responses that are short-term in nature, the
Administration has not lost sight of its commitment to long-term economic development and growth. The
Williams Administration has created initiatives that will help to grow the economy, revitalize
neighborhoods, and provide opportunities for individuals and families to live, work, and play in
Harrisburg. The Administration is nearing completion of a long-term economic development strategy
that will serve as a framework for setting clear and attainable economic development objectives and
design policies and programs to achieve them. The forthcoming plan will ensure goals are aligned and
any new funding from the state and federal government are deployed tactically to achieve the City’s
economic development goals. The City has implemented the following initiatives to further
Harrisburg’s economic development efforts:

— Inpartnership with the Harrisburg Housing Authority (“HHA”), the City submitted application to
HUD for the Choice Neighborhoods Planning Grant. If awarded, this grant will provide $450,000
to the City for the development of a comprehensive neighborhood revitalization strategy (the
“Transformation Plan”) for the South Harrisburg Neighborhood/Hoverter Homes Development.

— The HHA and the City also plan to submit application to HUD for the Choice Neighborhoods
Implementation Grant, which provides up to $30 million to implement Transformation Plan.

— The City, through the Bureau of Economic Development, created an Affordable Housing
Taskforce to help guide and support the development of a new affordable housing policy,
designed to make home renting and ownership more cost-effective in Harrisburg. This taskforce
also assists in identifying tools, strategies, and incentives necessary to encourage affordable and
mixed-use development. This led to the creating of an Affordable Housing Density Bonus
Ordinance.

~  The Department of Business Development continues to hold workshops to provide information,
resources, and support to members of Harrisburg’s small and diverse business community. In
addition, the sessions create professional networking opportunities where attendees can develop
relationships that will help further their business endeavors.

The City has completed an update of its Comprehensive Plan and planning, zoning, and subdivision
criteria. City Council adopted the long-awaited plan in late 2021.

Local Economic Revitalization Tax Assistance Program Review

In addition to the initiatives described above, the City will revisit its Local Economic Revitalization Tax
Assistance (‘LERTA”) program in the hopes of improving its effectiveness. LERTA is a tax abatement
program that was created in 1977 to incentivize property investment and redevelopment of difficult or
undesirable properties- such as brownfields. LERTA creates a graduated increase in tax payments on new
construction and property rehabilitation for owners of commercial, industrial, and business properties
located within designated zones in the City.
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A study of the program concluded that the LERTA program in its current form has not proventobe a
largely effective tool for encouraging major redevelopment projects in Harrisburg, While many
residential improvement projects have and will continue to benefit from LERTA, the same cannot
currently be said for large commercial construction projects.

In order for Harrisburg to realize some of the benefits that the original LERTA Ordinance hoped to
encourage such as elimination of blight and significant redevelopment, the LERTA program requires
modifications. The City will consider altering or eliminating conditions for eligibility. The City will
also consider increasing the level of tax abatement on commercial projects from 50% to 100%.

In 2022, the Williams Administration begun working with county and school district stakeholders to
reform the dormant LERTA Appeals Board.

5) Improve Information Technology Capabilities

The City is implementing a number of initiatives to improve its information technology capabilities and
infrastructure as outlined below:

1. The City has recently purchased and has begun to implement the replacement of the
current disparate systems, including mainframe systems (City, Revenue, and Personnel),
finance system (Central Square), and payroll system (Paychex) with the MUNIS ERP
system from Tyler Technologies. The general ledger component of this system is
currently being tested and full implementation of the finance system is expected to go
live on January 1, 2023.

2. To obtain upgrades to the Office 365 Licenses to support our Microsoft suite of tools:
Outlook (Email), Word, Excel, PowerPoint, etc.

3. Replace of the Data Center core switch, which controls the critical infrastructure for all City-
deployed technology.

4. Replace the aging fleet of City-wide printers with new machines.

5. Replace the security camera system at Reservoir Park, which is unreliable and not integrated
with our other camera systems.

6. Continue to implement a Laserfiche public portal that would allow for a single point of
citizen access to City-related documents.

7. Continue to replace the equipment (servers and Storage Area Network (SAN)) in the Data
Center and Co-location site, as they reach the end of their useful life.

(remainder of page intentionally left blank)
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state and federal agencies to ensure that project costs are justified and in compliance with applicable rules
and regulations. Because of the nature of capital project budgeting, deviations from the plan are not
uncommon, but are minimized and near budget on an overall basis. Normally, for the past five years
we have utilized pay-as-you-go or cash to pay for capital items, next year we plan to float a bond.

(remainder of page intentionally lefi blank)
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8 Financial Forecasts

The City will set a minimum General Fund, Fund Balance level target amount equal to two-months of
annual operating expenses (approximately 17%). The funding target is consistent with the Government
Finance Officer Association’s minimum recommendation for all municipalities. The GFOA recommends
that municipalities with a history of fiscal distress or budgetary volatility maintain a fund balance level
higher than the 17% minimum. This fund balance level would also be viewed favorably by rating
agencies that place strong emphasis on operating flexibility and accessible fund balance, especially for
municipalities like Harrisburg that are trying to demonstrate its commitment to fiscal recovery and
stability. In practice the City has already been managing its fund balance to above this level for several
years.

The operating forecasts, which assume the full implementation of the initiatives described above,
demonstrate the ability to maintain essential City services and address other priorities. In addition to the
initiatives outlined in this plan, the City relies on its significant unreserved General Fund balance to fund
capital needs and, under certain circumstances, cover the gap between annual revenues and expenses.

In 2022, Mayor Williams was able to present a balanced budget with an original budget surplus of $1.5
million. The City will not increase the tax burden on its residents at a time when so many face job
insecurity and are struggling just to pay their bills. Moreover, raising tax rates is counterproductive to
Harrisburg’s efforts to attract private investment and expand the tax base, especially during this
challenging period for the local economy.

The Mayor did not use General Fund, Fund Balance in 2022 to balance the budget and it is likely the City
will not use any portion of the fund balance in the coming fiscal years. General Fund should continue to
have budgetary surpluses in 2023, 2024, 2025, and 2026. Key to achieving these surpluses is to eliminate
as much outstanding debt service as possible in fiscal year 2022.

In addition, annual debt service obligations will fall significantly after the City’s General Obligation

- Bonds mature in 2022, enabling the City to achieve surpluses in subsequent years and rebuild fund
balance. As mentioned earlier, the City plans to issue debt in 2023 to finance capital improvements and
other priorities while maintaining sufficient liquidity. The projections assume additional transfers for
capital improvements projects in 2022 through 2026, while still maintaining the targeted fund balance
level.
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8.1 Initiatives Summary

Initiative

Maintain Park Permit Revenues
to Senator's Fund

lkmprovew Neighborhood Service
Fund Collection Rates

Implement Stepsto Reduce Health
Insurance Costs

Debt Obligations

Lessen Future Financial Budget

Forecast

Pursue Additional PILOT Agreements

Table 21

Five-Year Plan Initiative Summary

2022

375,000

125,000

Review Service Delivery Alternatives

Seek Increased Federal Grant Funding

Explore Opportunities to Restructure

50,000

25,000

250,000

1,000,000

0

Forecast
2023

375,000

125,000

75,000

25,000

350,000

1,150,000

Forecast
2024

375,000
125,000
85,000

550,000

1,200,000

Forecast
2025

375,000
125000
95,000

25000

650,000

1,275,000

Forecast
2026

375,000

125,000

100,000

25,000

750,000

1,300,000

Five-Year
fmpact

1,875,000
s
405,000
| 125,000

2,550,000

5,925,000

- 3,888,905 3,888,905 3,888,905 3,888,905 15,555,620
Burdens via Full 2022 Pay-Off
Bond Insurance Forbearance
Liability i
Establish an OPEB Trust - - - - - -
[mplement Workforce Stabilization - - - - - -
Program ) )
Promote Economic Development - - - - - -
Total — Revenue Benefit $825,000 $950,000  $1,160,000  $1,270,000 $1,375,000 |  $5,580,000
Total — Other/Debt Benefit 50 $3,888,905 $3,888,905  § 3,888,905 $3,888,905| $15,555,620
Total — Expense Benefit $1,000,000 $1,150,000 $1,200,000 $1,275,000  $1,300,000 $5,925,000
TOTAL BENEFIT TO CITY $27,060,620
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9 Principal Proprietary Funds

The City maintains two main proprietary funds, which account for activities that involve business-like
transactions: the Neighborhood Services Fund and the Harrisburg Senators Fund.

9.1 Neighborhood Services Fund

Created in 2016, the Neighborhood Services Fund (“NSF”) accounts for the revenues and expenses

associated with the provision of refuse collection and disposal services to residential, commercial, and
industrial establishments of the City, as well as Parks and Recreation maintenance services, and road
repair services, as those are related to the facilitation of refuse collection and disposal services.

Table 22
Neighborhood Services Fund-Actuals
and Forecasts 2017-2026

Department of Public Works 7,791 16,857 13,986 1,747 22,315
Collection and Disposal Fees 14,454,514 14,482,391 18,137,116 15,336,996 16,112,684
Miscellaneous 167,336 241,303 313,878 460,390 228,287
Intergovernmental 93,582 58,282 66,497 58,724 0
Transfers 5,305,078 29,701 720,000 0 0

Total Revenue 20,028,301 14,828,534 19,251,477 15,857,857 16,363,286
Personnel 4,583,613 4,765,866 4,662,136 5,269,184 5,541,753
Services 8,140,847 8,135,452 8,236,775 8,548,808 8,839,004
Supplies 541,394 656,112 514,404 898,240 591,118
Gther - Capital 1,501,981 2,364,065 4,030,760 1,983,192 1,411,580
Other - Transfers 4,949,465 0 0 0 162,133

Total Expenditures 19,717,300 15,921,495 17,444,075 16,699,424 16,545,588
Change in Cash Fund Balance 311,001 (1,092,961) 1,807,402 (841,567) (182,302)
Cash - Beginning of Year 6,803,448 7,114,449 6,021,488 7,828,890 6,987,323
Cash - End of Year $7,114,449 $6,021,488 $7,828,890 $6,987,323 $6,805,021
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In addition, the City will set the goal of increasing the collection rate to 91% beginning in 2023.

The primary NSF expense is contracted service for garbage disposal of approximately $6.3 million. The
costs will increase 2.0% annually through 2025. The contracted payment to the Lancaster County Solid
Waste Authority is also accounted for in this fund. The tipping fee is $201.70 per ton in 2022 and will be
adjusted on January 1 of each calendar year by the Consumer Price Index, which is assumed to be 2.0% in
these projections.

Approximately 96.6 employee salaries are paid out of the NSF. Projected personnel cost increases
mirror those in the General Fund — 3% annual salary increases and 5% annual medical insurance
increases.

The City will manage its Neighborhood Services Fund to balance revenues and expenses in the long-term.
The City will also target a fund balance equal to two months of annual operating expenses. While the
GFOA recommends a fund balance target equal to 45 days of annual operating expenses for Proprietary
Funds, the City has set its fund balance target at a level it feels is responsible and fair to fee payers.
Maintaining this level of fund balance will ensure that service/operation disruptions will be avoided; the
NSF will not be a burden on the General fund; and the fund will not maintain unnecessary balances that
can otherwise be deployed to provide services to customers.

The City is also mindful of identifying funding sources for future capital improvement and vehicle
replacement needs. The City plans on utilizing grant funds to defray the costs of these expenditures;
however, if grant funding cannot be secured, the City will apply fund balance as a substitute.

If the NSF fund balance is depleted below the target levels, the City is committed to increase fees to
ensure budgetary balance is restored in the fund and capital needs can be addressed. The City does not
anticipate any fee increases through 2025.
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9.2 Harrisburg Senators Fund

The Harrisburg Senators Fund accounts for the revenues and expenses associated with the payment of
debt on the financing of the Harrisburg Senators new stadium. In recent years, the fund has been
subsidized by in annual transfers from the City’s general operations. With the recent defeasance of
stadium bonds, the Harrisburg Senators Fund is better able handle future costs associated with keeping
the stadium up to the standards of Major and Minor League Baseball.

Table 23
Harrisburg Senators Fund Actuals
and Forecasts 2017-2026

2017 2018 2019 2020 2021

Department of Parks and Recreation 108,646 62,016 87,792 20,795 56,642
Rental Income 379,738 379,738 379,738 18,129 199,362
Transfers 262,921 239,681 256,778 467,856 5,581,342

Total Revenue 751,305 681,435 724,308 506,780 5,837,346
Services 25,000 25,000 25,000 0 0
Other - Debt 616,738 644,569 642,043 646,552 5,581,342
Other - Capital 0 0 0 0 50,000

Total Expenses 641,738 669,569 667,043 646,552 5,631,342
Change in Cash Fund Balance 109,567 11,866 57,265 (139,772) 206,004
Cash - Beginning of Year 0 109,567 121,433 178,698 38,926
Cash - End of Year $109,567 $121,433 $178,698 $38,926 $244,930

2022 Forecast 2023 Forecast 2024 Forecast 2025 Forecast 2026 Forecast

Department of Parks and Recreation 81,000 82,620 84,272 85,958 87,677
Rental Income 379,738 379,738 379,738 379,738 379,738
Transfers 0 0 0 0 0

Total Revenue 460,738 462,358 464,010 465,696 467,415
Services 0 0 0 0 0
Other - Debt 0 0 0 0 0
Other - Capital 100,000 125,000 150,000 175,000 200,000

Total Expenses 100,000 125,000 150,000 175,000 200,000
Change in Cash Fund Balance 360,738 337,358 314,010 290,696 267,415
Cash - Beginning of Year 244,930 605,668 943,026 1,257,036 1,547,732
Cash - End of Year $605,668 $943,026 $1,257,036 $1,547,732 $1,815,147
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Appendix A

Baseline Financial Forecast by Department

The 2022 Projection in the tables below refers to the Approved 2022 Budget approved by City Council
on February 15, 2022 and the Budget Reallocation approved by City Council on June 14, 2022,

2021 2022 2023 2024 2025 2026
Actual Forecast Forecast Forecast Forecast Forecast
General Government
Personnel 1,386,767 1,405,770 1,447,944 1,491,382 1,536,123 1,582,207
Services 260,689 227,423 231,972 236,611 241,344 246,170
Supplies 30,437 49,872 52,365 54,984 57,733 60,620
Other-Debt 0 0 0 0 0 0
Other-Capital 84,849 8,200 8,364 8,531 8,702 8,876
Other-Transfers 0 0 0 0 0 0
Other-Operating 0 0 0 0 0 0
Total Genera! Government $1,762,742 41,691,266 $1,740,645 $1,791,508 $1,843,902 $1,897,873
2021 2022 2023 2024 2025 2026
Actual Forecast Forecast Forecast Forecast Forecast
Department of Administration
Personnel 12,630,323 13,507,591 14,123,406 14,768,224 15,443,442 16,150,526
Services 3,066,070 3,091,165 3,152,988 3,216,048 3,280,369 3,345,976
Supplies 244,842 252,660 265,293 278,557 292,485 307,110
Other-Debt 0 0 0 0 0 0
Other-Capital 62,954 625,000 331,000 331,000 350,000 360,000
Other-Transfers 19,495,802 30,308,340 3,738,561 3,861,772 4,936,772 3,215,884
Other-Operating 785,734 742,064 756,905 772,043 787,484 803,234
Total Department of Administration $36,285,726  $48,526,819 $22,368,153  $23,227,644 $25,090,553 _$24,182,730

2021 2022 2023 2024 2025 2026
Actual Forecast Forecast Forecast Forecast Forecast
Department of Building and Housing
Personnel 1,175,891 1,104,340 1,137,470 1,171,594 1,206,742 1,242,944
Services 108,286 106,523 108,654 110,827 113,043 115,304
Supplies 12,325 11,074 11,628 12,209 12,820 13,460
Cther-Debt 0 0 0 0 0 0
Other-Capital 0 0 0 0 0 0
Cther-Transfers 0 0 0 0 0 0
Other-Operating 0 0 0 0 0 0

Total Department of Building & Housing $1,296,502 $1,221.937  $1.257.751 $1,294.630 $1,332,605 $1.371,709
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ICA FIVE-YEAR FINANCIAL PLAN SUPPLEMENTAL LETTER

The City of Harrisburg is pleased to provide some additional updated information to the
Intergovernmental Cooperation Authority (ICA) as it related to the 2022 ICA Five-Year
Financial Plan submitted on August 4, 2022.

The City was awarded $47.3 million in American Rescue Plan Act (ARPA) Coronavirus
State and Local Fiscal Recovery funds during fiscal years 2021 and 2022. The Mayor held
several neighborhood meetings over the winter to gain input from the public. After those
meetings were held, the Mayor proposed her own strategy for utilizing the ARPA federal
funding. Mayor Wanda R.D. Williams® ARPA Plan is attached for your review.

The Mayor’s ARPA Plan is under review by City Council. Together, they will determine
an agreement to assure the ARPA funding is properly vetted and voted upon by City Council.
This bicameral decision-making process is the hallmark of the City of Harrisburg’s Third-Class
City Charter. Once the plan is ratified, the City will make it available to the public and the ICA.

The Mayor has instructed the City’s Department of Community and Economic
Development Director to draft an Economic Development Plan for the City. It is expected that
the Plan will be delivered in early Fall 2022. Once the plan is released, I am sure the City will
accept additional input from the Community.

The Mayor and City Council have agreed to the development of an OPEB Trust Board.
The Solicitor’s Office is looking into the particulars of forming such a Board.

The Mayor and the Business Administrator have worked diligently to encourage more
PILOT payments or payment in lieu of taxes by non-profit entities within the City. Fiscal Year
2022 has seen a definite uptick of contributors and the goals is to continue to enable these
organizations to invest in the City of Harrisburg.

Assuming the City is able to negotiate and pay-off the AMBAC debt of nearly $20
million dollars in fiscal year 2022, it is hopeful this will permit the City to eliminate the interest
due on this current bond deal. As is evidenced in the ICA Five-Year Financial Plan, the City will
require an investment into its capital infrastructure in the near future. As part of paying off the
AMBAC debt the Department of Budget and Finance plans to enter into a new General
Obligation Bond Agreement or borrowing agreement of $15 million dollars with an interest rate
proposed of 5.85% for fifteen years. This will allow the City an opportunity to properly manage
its long-term investments into capital buildings, bridges, and streets. The ultimate goal is for the
City to develop a long-term capital investment strategy.

The City hopes to have a sound fund balance in five-years; however, putting into place a
long-term investment strategy which will include funding capital infrastructure, capital rolling
stock, OPEB, and Pensions, will take fiscal discipline. Given the current supplies and capital
supplies crisis, the cost of these items is climbing faster than their useful life.



Also, as requested by the ICA Board, the Accounting Manager, Bryan McCutcheon, has
provided a financial schedule which outlines the Neighborhood Services Funds’ delinquent
accounts and the related status of these accounts.

Mayor Williams has made a commitment to meet all of the needs of the City in a wise
and sound financial management strategy. Having just taken office nine months ago, it will take
time to reach all of her fiscal goals and commitments. She would like to ask for patience and
understanding as she traverses the complicated investment market while making sound financial
management decisions.

As the City’s reaches the end of the third quarter -- September 30, 2022 -- and the factual
financial reporting defines the fiscal status, the hope is that the Department of Budget and
Finance can continue to update the ICA Board. The goal is to provide more valuable and useful
fiscal information in the upcoming ICA Five-Year Financial Plan anticipated for April 2023.
This new report will include more robust explanations into the realm of the City’s financial
challenges. The 2023 plan, we hope, will be more helpful and provide more detailed financial
information to the ICA Board as we develop better forecasting strategies and more useful capital
investment tools.

Thank you in advance for your kind cooperation and collaboration in providing input into
the 2022 ICA Five-Year Financial Plan.



Mayor Wanda R.D. William’s ARPA Proposal

Mayor Williams’s plan will include $14.5 million to help lower-income
residents in the City. Williams is calling for money to construct hundreds of
affordable homes, small business grants of up to $10,000, as well as payment of
delinquent trash bills and direct payments of up to $10,000 for home repairs for
residents earning less than 250 percent of the federal poverty level.

More than $9 million from William’s proposal will go towards Public
Safety initiatives.

Some of the the Public Safety money is to be spent on a new HVAC
system in the city’s public safety building at a cost of $5.5 million, upgrading
the Fire Bureau’s radio system for $900,000, and providing every police officer
and firefighter employee who were employed by the City at the beginning of
this year with a $5,000 bonus. In total, the bonuses would cost the city $1.26
million.

Mayor Williams’s plan calls for $10 million for beautification of the
parks and recreational areas, including $8 million for the creation of a water

park with spray areas, a lazy river, and slides to replace the Hall Manor Pool on
South 18th Street.

She is also asking for $1.5 million to make the city’s playgrounds
more accessible for children with special needs and $500,000 for tree removal
and pruning for seniors and low-income households.









Office of the City Controller, Charlie DeBrunner
Martin Luther King City Government Center
10 N. Second St.

Harrisburg, PA 17101

August 11, 2022

Audry Carter, Chairperson
Intergovernmental Cooperation Authority for the City of Harrisburg

Re: Mayor’s 2022 Five-Year Financial Plan for the City of Harrisburg
Dear Chair Carter:

Based on the Intergovernmental Cooperation Authority’s request, | have reviewed the
Administration’s 2022 Five-Year Financial Plan and agree with the historical data presented
in the report along with the assumptions contained in the revenue and expenditure
projections.

As you may be aware, | have been a long-time advocate of paying off the Ambac liability in
full and this Plan incorporates just that. This fiscal year (2022) will be noteworthy in that the
City’s 1997 General Obligation Bonds and Notes will be paid off and if the Administration is
also financially able to payoff the Ambac liability this year, the City will free up approximately
$8.65 million of additional General Fund expenditure appropriation going forward. This
added fiscal flexibility allows the City to have significant projected General Fund budgetary
surpluses throughout the five-year projection period while also allowing for future debt service
when the City eventually reenters the debt market. 1 believe the City’'s 2022 Five-Year
Financial Plan portrays an optimistic and realistic future for the citizens of this City.

| would also like to take this opportunity to thank the Administration for their collaborative
approach to producing this report. Staff from the Administration’s Bureau of Financial
Management worked diligently on the Five-Year Plan and coordinated with the Controller's
Office on multiple financial schedules. We have worked closely with the staff of the new
Administration on numerous instances and this report is no exception.

Sincerely,
Charlie DeBrunner

Controller

cc:  Wanda R.D. Williams, Mayor
Dan Hartman, Business Administrator
Marita Kelley, MPA, Finance Director



The Intergovernmental Cooperation Authority
for Harrisburg
922 N 3rd Street
Harrisburg, PA 17102

October 3, 2022

The Honorable Wanda R.D. Williams

Mayor, City of Harrisburg

Dr. Martin Luther King, Jr., Government Center
10 N. Second Street

Harrisburg, PA 17101

Re: Approval of the 2022 City of Harrisburg Five-Year Financial Plan
Dear Mayor Williams:

On Wednesday, September 28, 2022, the Board of the Intergovernmental Cooperation Authority for
Harrisburg (the Authority) approved a final revision of the 2022 City of Harrisburg Five-Year
Financial Plan, pursuant to Act 124 of 2018, Section 209, Financial Plan of the Assisted City. This draft
was dated, September 20, 2022, as it contained some corrections pointed out at the August 31°*
meeting, and represents the satisfactory 2022 submission for the City of Harrisburg.

The following are a summary of the Board’s continued items of focus:

1 — American Rescue Plan Act Funding: The final amended and restated plan document included by
reference the Administration’s proposed uses for the balance of the American Rescue Plan Act
(ARPA) funding. City Council will be working with you to approve your plan for use of this money.
Throughout that process, the Authority Board would like to stay involved in both the discussion of
uses as well as the benchmarking of the value and benefit of these proposed projects. As you have
stated, it is important that the citizens of Harrisburg receive the maximum value from these
investments.

2 — Approval of an Economic Development Strategic Plan: The Board looks forward to working
cooperatively on the approval of the plan as well as its implementation. Economic development
policies and activities can strategically position the City to build long-term economic growth.
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3 — Stability of the Neighborhood Services Fund: The Board appreciates the efforts of the City to
measure and plan for this important part of the City’s budget. We remain interested in the policies
and procedures surrounding the collection of outstanding receivables as well as the proper
distribution of expenses associated with the intermunicipal trash collection and the overhead
expenses provided by the General Fund.

4 — Other Post-Employment Benefits Trust Fund: While we are grateful that the project to establish
the OPEB Trust Fund is underway, the Authority Board is concerned that the establishment of the
fund has overshadowed the significant unfunded liability of Other Post-Employment Benefits
themselves. No consequential plan for limiting this liability was ever proposed. Further, the actuarial
value of these liabilities is daunting. As you are well aware the establishment if the Trust is a
requirement of Act 124.

5 — Real Estate Tax Yield and Payments in Lieu of Taxes: The Board has been concerned that the
economy and the value of commercial real estate has dropped leading to a potential future decrease
in the yield from real estate taxes. Furthermore, we believe more can be done to encourage tax-
exempt property owners as well as the Commonwealth to support the operations of the City despite
their tax-exempt status through renegotiated Payments in Lieu of Taxes (PILOTSs). We would like to
encourage the City to obtain reasonable contributions from such entities given that Harrisburg is
both the state capital and the seat of Dauphin County.

6 — Headcount of Personnel: The Board is concerned with the inability to hire and retain qualified
professionals for key positions in City government. We recognize that many municipalities are
having similar challenges and encourage the Administration to take proactive and innovative steps
including improved recruitment, hiring/onboarding, and professional development to address these
challenges.

7 — Yield from Parking Garage Ground Leases: The Board noted in the plan document that the
Administration hopes revenue from the ground leases for the City parking garages may eventually
return. We are concerned that the parking garage scheme did not materialize as planned and further
that the Commonwealth and the City’s partners in the scheme are struggling. Just as with
commercial real estate tax revenue, increased vacancy among office buildings may necessitate a re-
evaluation and re-consideration of the original plans for the City’s parking garages.

In conclusion, the 2022 plan, as submitted, meets the needs of the City and requirements of Act 124
and is positioned to guide and influence the 2023 budget process, already underway. Thank you for
the opportunity to present these observations and comments to the City of Harrisburg in response
to the Five-Year Financial Plan, as presented September 20, 2022.
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It is our pledge that we will continue to work collaboratively with your Administration and wish to
acknowledge specifically Chief of Staff and Business Administrator Dan Hartman, Director of
Finance Marita Kelley, and Accounting Manager Bryan McCutcheon for their outstanding work on
behalf of the City of Harrisburg,.

Please feel free to reach out to me if you have any questions.

Sincerely,

Audry Carter, Chair

c.c.  Authority Members
Danielle Bowers, President, City Council, City of Harrisburg
Ausha Green, Vice-President, City Council, City of Harrisburg
Charlie DeBrunner, Controller, City of Harrisburg
Dan Miller, Treasurer, City of Harrisburg
Dan Hartman, Chief of Staff and Business Administrator, City of Harrisburg
Marita Kelley, Director of Finance, City of Harrisburg





