
FACTS ABOUT THE PROPOSED 
LONG-TERM LEASING OF THE CITY’S WATER AND SEWER UTILITY SYSTEMS

The Solution to Rebuilding Allentown’s Fiscal Foundation
OVERVIEW
The recession has negatively affected the economic stability of cities all across the US, including the City of Allentown. Since 2006, City Government has worked to significantly reduce spending and grow revenue wherever possible but still there have been budget deficits over the last three years. Instead of raising taxes, the City has made up the shortfall by using the General Fund, the equivalent to the City’s “checking and savings account.” But, soon that Fund will be empty.
 
The good news is Allentown’s recovery is on track. The economy is slowly rebounding and the City’s budget deficit is shrinking. There is a plan to rebuild the City of Allentown and it is working. 
One obstacle to full recovery remains. It is the enormous unfunded liability for the City’s fire and police pension plans. 

This liability must be reduced drastically or in less than 3 years the City’s Minimal Municipal Obligation (the least amount a municipality must contribute by state mandate to any pension plan established for its employees) will exceed $23 million annually– that’s approximately 25% of the General Fund Budget. 
An enormous increase in revenue is needed to fill the pension gap.  The City’s tax base will never be able to meet this challenge without dramatically raising taxes by 35% or finding another major revenue source. 
No one wants to raise taxes – not the residents, not business owners, and not your elected officials.  The Allentown millage rate is already one of the highest in Lehigh County, despite the fact that the City has not raised taxes since 2006.  
The Solution Is Clear


The Long-Term Leasing of the City’s water and sewer services is the solution that brings both immediate and long-lasting financial relief and enables a sustainable, reliable and enforceable approach to protect the City’s interests. 

The City is on the road to economic recovery, stability and sustainability and the unfunded pension liability is our only 
road block. This is the solution that eliminates this road block, substantially reduces the City’s debt, potentially stabilizes the tax 
rate for years, and keeps us on the road to prosperity.




Benefits to Allentown from Lease Agreement





Without selling any assets, Allentown receives upfront payment in excess of $100 Million to immediately reduce unfunded liabilities for pensions and other post-employment benefits.





It eliminates the need for passing back-to-back years of unafford-able tax increases.





It eliminates approximately $30 million of water and sewer debt.





Allentown receives ongoing revenue share payments to offset costs currently funded by the water fund.





PLUS:  





It would enable the City to set operational standards and retain oversight over the many important public concerns related to these utility services.





No City-owned assets would be sold. At the end of the Lease, the City will take back the utilities in a state of good repair.





It would keep future rate increases appropriate. The Lease Agreement and oversight by the Public Utilities Commission (if the winning bidder is a private company) would help control and manage future utility rate increases.





It would include certain pro-tections of existing water and sewer employees. The goal is no jobs will be lost.





It would eliminate the Act 205 Earned Income Tax imposed on residents and non-residents.














