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CITY FINANCIAL RECOVERY PLAN PRESENTED

Mayor Ed Pawlowski today presented a Financial Recovery Plan to close an anticipated $5.4 million revenue shortfall in the FY2009 budget.  The plan does not include any new or increased taxes.
Pawlowski presented the plan during a morning news conference in City Council chambers.  The plan was formulated with the assistance of a group of public and private sector leaders on a Blue Ribbon Finance and Operations Committee co-chaired by Pawlowski and City Council President Michael D’Amore.  The committee was formed in March to focus on ways to increase non-tax revenue and reduce city expenditures.

“When I formed the Blue Ribbon Committee, I said this group would take a fresh look and assist us in the process of putting together a plan and a strategy,” said Pawlowski.  “It has taken a little longer than we had originally anticipated, but it was worth the wait.”     
The Plan initiatives are organized into three groups – targeted at increasing revenues without raising taxes, at reducing expenditures and examining investment policies and procedures.
It is anticipated that the city will collect more than $3.7 million in additional funding in 2009 from the sale of excess city property; from the sale of sewer capacity; from the Lehigh County Sheriff’s sale of the Americus Hotel; from delinquent tax collection and from Payments in Lieu of Taxes (PILOT) from non-profit institutions.

“Under normal circumstances, I would be reluctant to use one time revenues to balance the budget, but these are unusual times” said Pawlowski.  “We are in the midst of the deepest recession in 70 years.  It is precisely the wrong time to increase taxes, yet we need to provide services.  This revenue will bridge the gap until the economy recovers.  We have also reached the point where we must seek payments in lieu of taxes from non-profits.  I’m not out to set a precedent.  Some Pennsylvania cities are already receiving hundreds of thousands of dollars,” Pawlowski added.
The Plan also addresses reductions in expenditures.  Since the majority of the city’s expenditures are related to personnel, the majority of the expenditure reduction initiatives are also focused on the costs associated with employee salaries, wages and benefits. The administration’s ability to reduce those costs is constrained by the city’s collective bargaining agreements with its three large unions – Service Employees International Union Local 473/395 (SEIU), Fraternal Order of Police Queen City Lodge No. 10 (FOP) and International Association of Fire Fighters Local 302 (IAFF). Given those constraints the administration has taken steps to control costs where it can.

For example, the administration eliminated the 3.0 percent wage increase scheduled for non-represented supervisory employees in July 2009, saving an estimated $168,000.
As recommended, the administration tried to secure concessions from the collective bargaining units and avoid layoffs. The city proposed that SEIU members defer 4.0 of the 8.9 percent wage increase that took effect in July 2009 until 2012 and 2013. In return the city offered to extend the existing collective bargaining agreement one year to 2013 and provide a no-layoff incentive. The union voted down this proposal.  
The administration then made another proposal to provide a 5.9 percent wage increase in July 2009 followed by 3.0, 4.0 and 5.0 percent increases in years 2010 through 2012. The proposal reduced the work week from 40 to 35 hours for the remainder of 2009 and provided a no-layoff incentive for FY2009. The proposal also included an Early Retirement Incentive Program and the creation of a labor pool. The union refused to bring this proposal to a vote. 
Since the city and collective bargaining units have not been able to reach an agreement on these concessions, the administration has been forced to implement layoffs.

The administration is working with an outside firm to review the city’s insurance coverage, including employee health benefits, to identify potential savings and improvements. Overtime authorizations are limited to work related to health, safety and welfare or maintaining essential services. 
The administration has identified $1.2 million in General Fund expenditure reductions for FY2009.  Expenditure reductions in the Golf Fund will generate nearly $190,000 in savings, which will be transferred to the General Fund to help address this year’s revenue shortfall.  Anticipated cost recovery related to administering programs funded by the federal stimulus package will provide another $75,000.  

In 2009, the city has offered an Early Retirement Incentive Plan to non-represented employees over the age of 55.  It is expected to save nearly $60,000 in the current year.
“These cuts are painful, but necessary,” said Pawlowski.  “Many of our residents have been forced to really tighten their belts in the current economy.  We have cast a critical eye on every single line item in this budget.”   

It is anticipated that the city could save more than $3 million next year as a result of recent personnel reductions achieved through layoffs and the early retirement program.  
Legislation is pending in the Pennsylvania General Assembly that could result in substantial pension fund savings in 2010.  Market downturns have lowered pension fund valuations and will generate the need for increased municipal contributions in the future.  The city’s actuary, Beyer Barber, has estimated that passage of the PERC legislation could reduce the city’s required pension payment by $4.4 million in each of the next four years. The PERC legislation has been introduced in the General Assembly (HB1874), been voted out of committee, read twice and is currently on floor of the State House for final passage. It is on the top of the list of significant priority bills for passage in 2009.
The city had had a revenue loss of approximately $9 million from 2007 to 2008. “That was a drastic cut that could not have been foreseen,” Pawlowski said.  “Likewise, we now know that we won’t hit budgeted projections for 2009.  Members of the Blue Ribbon Committee and the administration have worked tirelessly to fashion this Financial Recovery Plan.  I am committed to its implementation and confident it will help us to meet our budget goals this year without raising taxes.”
City Council President D’Amore stated, “I would like to thank all of the members of the commission for volunteering their time and brainpower to help us solve the current fiscal crisis.  I was honored to participate in the vibrant discussion which, eventually, yielded the recommendations presented to the public today.  I look forward to discussing the final recommendations with my colleagues on Council in the coming days.  It is now incumbent upon me and my fellow Council members to work with Mayor Pawlowski to craft solutions that will leave Allentown in the black by the end of the fiscal year.” 
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