Act 47/Review of Mayor's Final Plan

Tuesday, August 30, 2011

4:22 PM

 

1. The August 22, 2011 Transmittal Letter should include page numbers. The letter

a. Asserts the City has a cash flow impact of $6.6 million.

b. Refers to the City's Mid Year Fiscal Report, attaches the report to the plan, but does not update any of the fiscal information in the text of the plan to reflect changes from the draft Act 47 plan to the Mayor's final plan- a period of three months.

c. Erroneously claims to have had 134 days to develop and release the plan

d. In second paragraph on cover page, fifth line, deleted "earlier" in the sentence about reducing tipping fees.  

e. In the next sentence, deleted "intelligently" when referring to the work of the Harrisburg Authority to reduce tipping fees.

f. On the second page, changed the amount of state funding for fire protection from $497,000 to $487,000.

g. On the second page, the bold sentence in the middle misuses the word "eminent" and misuses the word "city's" - the correct words are "imminent" and "cities".  In the single bullet point under the bold sentence, "stature" should be "statute".

h. On page 3, Task Force is sometimes capitalized, sometime one word and sometimes two words.  Task force should be two words and if it is referring to a defined term, then it may have initial capital letters.  At least be consistent in which version to use.

i. On page 4, in the second bullet point, the correct phrase is "pro bono" and not "pro bona".  The law firm's correct name is Cravath, Swain and Moore.  Also, in the  second bullet point in the middle of the page, "Cities" should be "City's".

j. On page 5 in the carry over sentence, it should be either "these arduous tasks" or "this arduous task".

k. On page 5, there are seven bullet points without any context.  As for the first bullet point, is the plan to increase the current amount of funding by $2.5 million starting in 2012 or is the total sought only $2.5 million.  Why aren't these funds being sought for immediate use in the City's current fiscal year's budget?

l. On page 5, the second bullet point is a dense run on sentence.  It seems the point being made is that the City will petition the Courts for a commuter tax if there is stranded debt remaining following the sale and/or lease of the parking garages and incinerator.

m. On page 5, the third bullet point addresses the request to Dauphin County to increase its previous funding commitment.  In the rejected Act 47 plan, Dauphin County agreed in writing to consider providing $2 million for five years toward the debt service for $26 million in stranded debt following sale and/or lease of assets.  The Mayor's plan does not include any written commitment from the County.  Moreover, this bullet point is not linked to the stranded debt.  However, the on page 4 of the Executive Summary, the increase in aid is linked toward eliminating the stranded debt.

n. On page 5, the sixth bullet point references "THA's RFP".  The Harrisburg Authority has not done an RFP.  I believe this bullet point is meant for the parking authority, HPA.

o. On page 5, bullet point seven would appear to prohibit "all parties" involved in the 2003 and 2007 financial transactions for the retrofit of the incinerator from participating in any aspect of the Mayor's plan or any potential transactions to sell or lease assets.  

p. On page 5, in the first full paragraph following the seven bullet points, there is a reference to "THA's garages".  That should probably be "HPA's garages".

q. On page 5, at the bottom of the page, add an apostrophe to "administrations" in the first bullet point regarding five-year tax abatement.

r. On page 6, the first carry over bullet point refers to a Philadelphia loan portfolio collection system.  This system is not discusses anywhere else in the 400 page plan.  The bullet point says the Mayor directed appointment of a new board to revise the current revolving loan policy.  That directive was issued in 2010.  Who is on this board, what policies have they recommended and implemented?

s. On page 6, the second carry over bullet point addresses the ongoing forensic audit being conducted by THA.  The bullet point gives the impression the Mayor would like another audit by an independent company.  The Mayor should clarify her intention with respect to the forensic audit.

t. On page 6, the third bullet point suggests restoring the Rebate on Real Estate Tax for Senior Citizens.  The correct page that discusses this issue is page 364, not 365.  However, on that page, the plan states that this rebate program is not authorized by state law.

u. On page 6, the sixth and seventh bullet points address the Mayor's new "Blight Initiatives" referring to a "comprehensive Sight/Cite and Right Blight program".  This would appear to be a worthy program yet it is not clear how much is being proposed for the period 2011-2015.  The Mayor added two additional building inspectors to supplement two additional code officers.  Is action by City Council necessary for these positions or to approve a budget?  Additional details of the program would be appropriate.

v. The Mayor removed the bullet point from her draft plan that suggested challenging the three union contracts that were extended by the previous administration.  Where the draft plan preferred negotiating with the unions, the final plan in other sections appears to call for a 90 day period to negotiate and if concessions are not made, then litigation would commence.  We should know the position of the unions by this time whether they would agree to voiding the contract extensions.  

2. Executive Summary

a. On page 1, there is misuse of the term "eminent" in the first line. It should be "imminent".  In the second paragraph on page 1, the word "statue" is used instead of "statute".  In the next to last line in the second paragraph, "and" is used too many times.

b. On page 1, in the second paragraph from the bottom, the deficit was increased from $3.4 million in the Mayor's draft plan to $4.4. million.  Is there an explanation for this increase in the deficit for 2011?

c. On page 4, in the discussion of Harrisburg's Recovery Plan, under Addressing the Structural Deficit, The City must change service delivery through a number of bullet points.  The first bullet point on page 4 discusses adding professional staff in the Bureau of Financial Management, but suggests delaying the hiring and using the savings to pay for preparatory work for the 2010-2011 audits.  This suggestion deserves scrutiny.  How long will be the delay in hiring additional professional staff?  It appears to be until the preparatory work for the 2011 audit is completed, which may be the second quarter of 2012.  

d. On page 4, under the city must contain fast growing employee compensation, in the second bullet point, why was the word "increase" deleted following "freeze" in this phrase "freeze wages, restructure health benefits…."  In the third bullet point, the word "filing" only has one L, not two.

e. On page 4, under the city must focus on housing and long-term redevelopment,  additional language was added to the bullet points suggesting applying for grants and federal funds, as well as gaming money to augment the hiring of additional code officers and building inspectors.  There is also a suggestion of reorganization of the Department of Building and Housing.  These are the type of details that should be discussed with City Council and developed more fully in the plan.

f. On page 4, there is a new bullet point under the city must focus on housing and redevelopment.  It calls for increasing funds in the Community Development Block Grants from $400,000 to $500,000, as well as seek additional federal and state grants to enable the city to increase the number of properties slated for demolition from 40 to 80.  Is this an annual number to be demolished, or a five year cumulative total?  Who is the responsible party to provide the increase in CDBG funds, or is it a reallocation of existing funds?  If it is a reallocation of funds, from which program will those funds be taken?

g. On page 4, under the city must do what it can to increase revenue, the sixth bullet point requests Dauphin County increase aid to the city by an additional $1 million annually between 2012 and 2016 in order "to secure revenue toward the elimination of the $26 million stranded debt."  The County did not make such a commitment in writing.  It is not clear the County's written commitments included in the Act 47 plan that was rejected by City Council are part of the Mayor's plan.  There are no appendices containing any written commitments toward the debt solution in the Mayor's plan.

h. On page 5, under Addressing the Resource Recovery Facility Debt, the Mayor indicates that once City Council approves her plan, the State and County will provide letters of commitment to be included in Appendix A.  Appendix A presently is the list of grant requests to the state.

i. On page 6, under Addressing the Short Term Cash Need, in the sixth line the correct year should be 2011 and not 201.  Also, in the third paragraph, the word "barrow" should be "borrow".  Similarly, on page 7, in the Conclusion, the word "barrowings" should be "borrowings" and in the following line "exasperated" should probably be "exacerbated".

3. Introduction

a. On page 20, I believe Harrisburg Development Corp. should be Harristown Development Corp.

b. On page 21, there is a reference to all public input being included as Appendix B.  Some public comments are included in the back of the plan, but they are not labeled as Appendix B. 

c. On page 22, the second bullet point under 2011 Projected Revenues discusses assumptions used to determine projected revenues and notes projected shortfalls in estimated tax revenues.  Those projections were originally in the rejected Act 47 plan and should be updated to reflect the City's Mid Year Report which is attached at the end of the Mayor's plan.  Updating the figures would reveal the deficit in Business Privilege and Mercantile Tax to be $159,000 and not $115,000; deficit in real estate transfer tax is not $45,000 but is $137,000; deficit in parking taxes of $164,000 and not $87,000.  Moreover, these revenue assumptions assume the increase in parking tax will occur in the fall of 2011.

d. On page 24, the second bullet point from the bottom says the Commonwealth's payment for fire protection is decreased to $497,000in the proposed state budget.  This should be updated to at least reflect the $487,000 approved in the state budget.

e. On page 30, under General Fund Carryover Fund/Cash Balance, the estimated 2011 operating budget deficit is now $5.6 million.  The second paragraph is new and admits the city does not have reliable financial data to back up its projections.

4. Recovery Plan Implementation

a. On page 35, under The City of Harrisburg Proposed Organizational Structure, the second bullet point expressly provides that the Department of Parks, Recreation and Enrichment shall be disbanded.  Recreation activities will be provided by a non-profit entity and park maintenance shall be transferred to the Department of Public Works.

b. On page 39, Initiative PI03 requests temporary management assistance to implement the plan.  The text states the list of funding requests is attached in Appendix C.  Actually, there is no Appendix C with this plan.  The list is now Appendix A.  

c. On page 39, a new initiative PIXX suggests continue to seek pro bona [sic] support and advice from Cravath and Swain [sic].  Notwithstanding the misspelling and getting the name of the law firm incorrect, in light of the Mayor's comments at the City Council meeting on August 23 casting the firm in a negative light, it is unlikely this initiative will occur.

d. On page 39, Initiative PI04 continues to call for development of a performance management system.  On page 40, the text states this system is included as Appendix D.  There is no Appendix D to this plan.

5. Debt

a. On page 52, under Debt Solution, the Mayor adds language that the State, County and AGM must provide additional revenue and cost reductions so that there is no stranded debt following sale/lease of assets.

b. On page 54, the amount owed to Dauphin County is increased from $9,391,503 to $11,299,137.  There is no correspondence documenting this increase.

c. On page 55, under Elements of the Restructuring Proposal, there is no written commitment demonstrating Dauphin County or AGM will agree to provide additional revenue or cost reductions necessary to eliminate the stranded debt.  Similarly, under DS02, there is written commitment from Dauphin County to increase aid from the gaming funds.

d. On page 58, under Initiative DS01, the plan intends for the proceeds from the sale or lease of assets to close the 2011 short term deficit.  It is clear that HPA has yet to commence even drafting the RFP for the parking garages and it is unlikely any transaction will close by the end of the year.

e. On page 58, under DS01, the plan now calls for a case-by-case basis to determine which parties involved in transactions in 2003 and/or 2007 will be excluded from participating in any transaction involving implementation of the plan.  Who will make these decisions? What will be the criteria?

6. Workforce and Collective Bargaining

a. On page 81, under Initiative WF01, the plan reverts to the Act 47 language with respect to the extension of the three union contracts by the prior administration.  The draft plan added language that there would be negotiations to achieve concessions.  The final plan deletes negotiations from the initiative, changes "shall consider" to "shall retain" experienced public employment labor counsel.  However, on page 82, new language is added at the top of the page indicating an intent to negotiate for 90 days before commencing litigation.  Those would appear to be contradictory positions.

b. Throughout the section on Workforce and Collective Bargaining, all references to negotiating with the unions have been removed.

7. Retirement Benefits

a. The final plan added back in Initiatives RET05 on page 109 and RET07 on page 110.

8. Department of Administration

a. On page 161, in the first full paragraph, the Mayor addresses issues with the city's grant program claiming she intervened on numerous threats and put in corrective action including hiring a new grant manager.

b. On page 170, under ADMIN10, which calls for adding a senior accountant position to the Bureau of Financial Management, a new sentence was added that this hiring should be delayed and the savings used to pay for preparatory work for the 2010-11 audits.  The fiscal impact of the initiative was $233,750.  What is the fiscal impact of delaying this hire?  How long will be the delay?

9. Law Bureau

a. On page 190, LAW02 calls for hiring two more city attorneys.  The final plan adds a sentence indicating the City is seeking State assistance in the amount of $350,000 to hire labor counsel to negotiate with the unions and that it is estimated the cost will be $450,000 to renegotiate current union contracts.  Is there any documentation to back up these claims?  The plan acknowledges there is $110,000 already in the budget to hire labor counsel.

10. Capital Improvement Program

a. On page 272, in the third paragraph it claims the ballpark on City Island was sold.  This is not accurate.  Metro Bank Park is owned by the City and operated by the baseball club.

11. Department of Parks, Recreation and Enrichment

a. On page 284, the heading "Assessment" is repeated and the paragraph that begins with "DPRE also generates…" is duplicated.

b. On page 287, PRE01 calls for the evaluation of transferring responsibility for recreation programming to a non-profit entity.  However, the five-year financial impact is to be determined, where the Act 47 plan had assigned savings of $773,816.  It is by no means clear what the Mayor intends to do with this department.  If there will not be savings in expenditures, where will those funds be made up in the plan?

c. On page 289, there is a new Initiative PREXX, downsize DPRE and increase corporate support to sustain viable educational and recreational services to our youth.  On page 35, the plan calls for eliminating the department, one initiative calls for transferring recreational programming to a non-profit, now this initiative only requires downsizing.  This is not a plan, it demonstrates an inattention to detail and absence of planning or leadership.

12. The Harrisburg Authority

a. On page 293, a sentence was added that calls on multiple parties to "provide adequate resources to the Mayor's Act 47 Plan to hire an independent company to conduct an independent audit."  The Harrisburg Authority has been performing a forensic investigation since the beginning of the year.  Why would the plan suggest another audit?  Or is this just another example of poor wordsmanship?

b. On page 299, in the second paragraph, there is an incorrect acronym.  The correct acronym for the continuous emission monitoring system is CEMS, not SIMS.  This mistake was pointed out to both the Act 47 team and the Mayor, yet has not been corrected.

13. Department of Building and Housing Development

a. On page 319, there is a reference to a list of fees for services charged by the City in Appendix E.  There is no Appendix E in this plan.

b. On page 319, BH02 calls for the director of this department to quantify the extent of inspection backlog and hire additional Codes Enforcement Officers to clear and prevent backlogs.  The Mayor's final plan adds two new building inspectors along with two new codes enforcement officers.  The cost is expected to be $200,000 per year and will be funded through increased fees and increased inspections.  The final plan also revises the cycle for the Rental Inspection Program from three years to four years.

c. On page 320, the Mayor has added a second BH02 to implement the Blight Initiative and increase two additional code enforcement and two additional building inspectors to focus on implementation, enforcement, fines and inspections.  Are these the same new hires to address the inspection backlog?  This initiative calls for applying for state grants to "augment the need" to increase staffing.  What is the purpose of these grant funds? To hire the additional code enforcement and building inspectors?

d. On page 320, BH03 calls for contracting for demolition of blighted structures.  On page 321, the Mayor added the following sentence: "The City will contract for this work when deemed necessary and utilize in-house DPW crews when appropriate."  In the second paragraph on page 321, the Mayor will be appropriating an additional $100,000 under the CDBG funds.  Isn't this a responsibility of City Council?

e. On page 323, BH07 called on the director to fill vacant CDBG funded positions.  The Mayor's plan notes that the City recently filled the positions of Project Director, Project Officer and Rehabilitation Specialist.  The Mayor wrote that the "delay in hiring certain personnel is the direct result of HUD's delayed approval of candidates that were approved by the administration but needed HUD's approval."

f. On page 323, BH08, the cost to prepare the Comprehensive Plan was reduced from $80,000 to $65,000.

14. Economic Development

a. On page 344, ED03 calls for an evaluation of the City's tax abatement strategy.  Instead, the Mayor  adds to the final plan a requirement for City Council to approve a five-year tax abatement plan.  However, the entire text explaining ED03 justifies a ten-year tax abatement plan, including the chart on page 346.

b. On page 348, ED04 calls for improved management of the City's revolving loan portfolio.  A new sentence was added at the end of the discussion of this initiative as follows:"The Mayor in 2010 directed the DBHD staff to revise the current Revolving Loans policy and restructure and create a new board and continue the use of the Philadelphia loan portfolio collection system for improving collections on the City's Revolving Loan Fund.

15. Revenue

a. On page 369, the plan explains why a commuter tax was not proposed and that the revenue from such a tax has not been considered for purposes of the recovery plan.  However, on page 378, a new initiative was added REVXX, Add a commuter tax as per the language in the Act 47 statute.  What would be the financial impact? When would the petition be filed with the court? What circumstance will trigger the filing? Who is authorized to file the petition? Is approval of City Council required to impose the tax?

b. On page 378, the previous REV02, terminate the rebate for senior citizen property tax was deleted, even though the plan states that there is no legal authority for this rebate.

c. On page 380, a new initiative REVXX was added, encourage other tax exempt entities to voluntarily contribute to the City's PILOT program.  This initiative was already in the Act 47 plan.

d. On Page 380, REV05 calls for an increase in the earned income tax rate ranging from 0.25% increase to 1.50% increase.  The text states this shall only be pursued to the degree necessary to balance the budget.  Shouldn't this be the most important part of addressing the structural deficit, knowing how much revenue is necessary to balance the budget?

16. Combined Solution

a. On page 392, the list of initiatives is allegedly in Appendix F.  There is no Appendix F.

17. Appendices

a. Appendix A is the list of funding requests by the City to DCED.  The final plan added a request for $450,000 for legal labor counsel to negotiate and arbitrate the union contracts.  Also, additional detail is provided for the $18,000 request to retain the Clifton Gunderson CPA firm to finish the 2010-11 audit preparatory work.  The following was added to the text: "… the remaining cost associated with this expenditure will be compensated by CDBG funds that is relevant to their single audit of federal grant funds and delay hiring the proposed newly created position Business Manager/Auditor position in the BA department.  The estimated cost for the preparatory work will be at least $40,000 for 2010 and 2011."

18. Public Comments

a. There was no mention in the final plan of the suggestion to raise $300,000 from the Host Municipality Benefit Fee, retain a government relations firm, appoint an advisory panel to develop a strategic plan for the Harrisburg Broadcasting Network and there were either no changes or no responses to the vast majority of the 37 enumerated comments in my comment document.

 
