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OFFICE OF THE RECEIVER
FOR THE CITY OF HARRISBURG

Date: January 17, 2014

To: The Honorable Bonnie Brigance Leadbetter

From: William B. Lynch, Receiver U\Wam(b %34\‘;\(\
Re: Update on Receiver’s Plan Implementation

I am pleased to provide the Court with the quarterly update on the status of the implementation of
the Receiver’'s Recovery Plan as confirmed by the Court on March 9, 2012 and on the preparation of
the Modified Plan filed with the Court on August 26, 2013 and subsequent to the Court’s September
19 hearing confirmed on September 23 since my confirmation as Receiver on May 24, 2012,

This memorandum, supported by the accompanying attachments, provides the Court with a
summary of the actions that have occurred over the last quarter.

Municipal Financial Recovery Advisory Committee

Pursuant to the provisions of Section 711 of Act 47, I have continued to convene semi-monthly
meetings of the Municipal Financial Recovery Advisory Committee. Since the last status report,
meetings were held on October 9 and 23, November 13 and December 11. The meetings were
attended by the members designated in the Act: Mayor Linda Thompson (Robert Philbin, Mayor’s
designee); Council President Wanda Williams; Fred Lighty (Dauphin County designee for
Commissioner Jeffrey Haste) and Doug Hill (Governor’s appointee). At each meeting, an update of
the status of the implementation of the Recovery Plan was provided and questions were answered. A
public comment period is also provided. " Minutes of the October 9 and 23, November 13 and
December 11 meetings are attached.

The Receiver has held weekly status conference calls with members of his consulting team to
coordinate all aspects of plan implementation. Below is a summary of key actions and issues related
to the implementation of the confirmed Plan.

Asset Monetization

A key milestone of the Harrisburg Strong Plan was reached with the closing on the sale of the
Resource Recovery Facility and monetization of the parking assets that occurred on December 23.
This step represented the consummation of the Harrisburg Strong Plan and notice of said
consummation was provided to the Court at that time.

Selected parties were identified in 2012 for the sale of the Resource Recovery Facility (RRF) and the
monetization of Parking Facilities. The Receiver established a fair and transparent process for the
monetization of the 2 assets and worked hard to maximize their value. Active negotiations continued
with each party throughout 2013 and the basic terms of the agreements are embodied in the
Harrisburg Strong Plan.
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Over the last quarter the Receiver’s Office devoted considerable time in engaging with the City and
its key creditors to effectuate all actions necessary for the transactions. This included receiving
approval of two Intergovernmental Cooperation Agreements from the Local Government Commission,
finalizing multi-year contracts with the PA Department of General Services for a power purchase
agreement and a parking agreement both of which helped in maximizing the value of the City’s
assets. Further, a term sheet was finalized for the sale of the RRF with the Lancaster County Solid
Waste Management Authority, financing was secured for the parking transaction from the
Pennsylvania Economic Development Financing Authority (PEDFA) and necessary approvals were
secured from the Harrisburg Authority, Harrisburg Parking Authority and the City of Harrisburg. Also,
settlement agreements were negotiated and executed with AGM, Dauphin County, CIT, Covanta,
AMBAC and other small creditors that had claims against the City related to the RRF. Finally, the
Receiver’s Office assisted in the marketing of the bond issues for these two transactions and their
ultimate simultaneous closing on December 23. As part of the closing, all of the debt related to the
RRF was satisfied and ownership of the facility transferred to LCSWMA. Further, the parking assets
are now under the auspices of PEDFA who has engaged the Capital Area Regional Economic
Development Corporation to oversee the operation and management of the parking operation.
Standard Parking is now managing day-to-day operations of the facilities and Trimont is managing
the asset.

As reported in prior reports, the focus of the water and sewer system monetization changed to one of
establishing an operating authority. Upon reaching agreement with all parties, the City transferred
responsibility for the ongoing operation of its water and sewer facilities to The Harrisburg Authority
(THA) effective November 4, 2013. This action resulted in the transfer and consolidation of the
administrative, operational and financial responsibilities for the water, wastewater and storm water
operations to THA. This operational approach addresses compliance with the Clean Water Act and
the Chesapeake Bay requirements and has been viewed as an acceptable model for the Department
of Justice, EPA and DEP. The creation of an operating authority was also supported by the suburban
communities. The City and THA have entered into a shared service agreement to facilitate the
transfer and provide for the effective coordination of services between the parties.

OTR has also continued to participate in ongoing discussions with the Department of Justice and EPA,
as work continues to address the State and Federal requirements. The City and THA were awarded a
$26 million loan from PENNVEST in the summer of 2013. One of the conditions of the loan was the
transfer of operational and financial responsibility to THA. The loan proceeds will be used to address
the necessary upgrades to the wastewater treatment plant to meet Chesapeake Bay requirements.
Efforts to secure the remaining financing occurred during the last quarter and are continuing with
encouraging signals being received from the financial community.

As we now move beyond consummation of the Harrisburg Strong Plan, our focus is shifting to a
greater emphasis on operational issues in order to provide for a sustainable balanced budget.
Initiatives in the Strong Plan will assist with effecting greater efficiencies in the delivery of core
municipal services, strengthening revenue collection and internal controls and revitalizing the City’s
tax base thru community and economic development initiatives.

Office of the Receiver for the City of Harrisburg
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Given that the Fiscal Emergency that was declared in October 2011 by Governor Corbett has now
been alleviated, the Department of Community and Economic Development on January 16, 2014 filed
an application to vacate the Receivership and return the City to the underlying provisions of Act 47.
This action involves the appointment of a Coordinator who will oversee the further implementation of
the Court confirmed Harrisburg Strong Plan. We will continue to keep the Court apprised of the
plan’s status through both periodic meetings and our guarterly reports.

Fiscal Issues

The Office of Receiver (OTR) continues to closely monitor cash flow as part of the implementation of
the confirmed Recovery Plan. The City’s bi-weekly payroll averages $1.1 million. It also processes
payables on a bi-weekly basis. The Office of the Receiver continues to monitor and approve City
expenditures including the review of payables prior to City disbursements consistent with the
confirmed Plan. I have worked with the City to both manage cash and prioritize payables. The cost
containment provisions of the Emergency Action Plan continue to be followed as they relate to the
City providing for “necessary and vital services”. Efforts have continued to identify and account for
all liabilities to ensure they are included in the City’s financial reports. Several additional payables
have been identified through this process.

Through the end of December, the City was able to significantly reduce its outstanding payables and
has brought virtually all creditors into a current status. Payables on hold thru January 10 total
$2,539,881 while those over 60 days total $1,667,095 with 99% represented by 5 creditors. They
are primarily several debt service obligations due to SunTrust and the Pennsylvania Infrastructure
Bank and payments to CAT and PPL along with payments to the City Treasurer for various
insurances. Upon my advice, the City has maintained communication with the most significant
vendors to avoid any disruption or termination of critical services.

The Metro Bank obligation previously reported was secured by the Wild West artifacts. The first sale
occurred the week of July 15 and was quite successful. In late September, the City received its first
payment of $2,088,066 from the proceeds from the sale and with authorization from this Court,
applied the proceeds to this obligation. It received a second payment of $302,000 in December
which also was applied to this obligation leaving a remaining balance of approximately $90,000. The
auction house continues to collect from individuals who purchased artifacts and additional proceeds
are anticipated which should fully satisfy this obligation.

Although final year-end numbers are not yet available, based on November actual and December
projections revenues: for the year are estimated at $54,063,889 while projected expenditures are
$58,020,441, however this does not account for funds that flowed out of the December transactions.
It is estimated that the City ended 2013 with a positive fund balance estimated at around $4.4
million after taking into account these transactions.

Through very close monitoring of the City’s cash flow and the cooperation of the City’s Finance Office,
the City was able to meet payroll and critical creditor obligations through the end of the year as well
as maintain a relatively current status for most payables. Debt service obligations that had not been
paid during the year were resolved thru the settlement agreements executed with various creditors.
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During the quarter, the City continued to provide the appropriate Material Event Notices on EMMA
related to debt obligations and audits and maintained compliance with Securities and Exchange
Commission (SEC) reporting requirements.

The City completed its 2014 budget preparation and the Mayor introduced the budget to Council on
November 26. The proposed budget was balanced and generally consistent with the Harrisburg
Strong Plan. Following budget hearings the budget was enacted by Council on December 17. As
provided for in the Third Class City Code following a Mayoral election, Mayor Papenfuse introduced a
revised budget to Council on January 14. This budget will be discussed by Council at budget
meetings scheduled for late January. OTR has also provided comments to the Mayor’s office on the
budget to ensure that any revisions are within the framework of the Harrisburg Strong Plan.
Adoption of the revised budget must occur by February 15.

Cash flow projections for 2014 based on the City’s current adopted budget are attached to the report.
They reflect total revenues of $59,472,762 and total expenditures of $59,268,350 and an estimated
positive year-end fund balance.

Operational Issues

The Receiver continues to be supported by the Novak Consulting Group and the Pennsylvania
Economy League to assist with the implementation of operational issues that are part of the
confirmed Recovery Plan. The OTR's efforts have focused on key priorities that are the most time
sensitive and can affect operational efficiencies and savings. :

In order to maintain effective communication between my office and the City, I continue to meet on
a weekly basis with Mayor Thompson and/or her Chief Operating Officer. Our agenda focuses on the
most significant issues that are pending at the moment. These meetings have been very productive
and resulted in addressing plan related issues in a constructive and positive way. I have also
engaged in periodic meetings with Council President Williams, with the same objectives. Again,
these meetings have also been very productive as we work to achieve consensus between the Mayor
and Council on plan related initiatives. Further, meetings were held by the OTR Team with all
members of Council through the fall to keep them apprised of the status of creditor negotiations.

With the election of Eric Papenfuse as Mayor in November OTR has engaged with the new
administration in a series of transitional meetings to ensure an orderly transition of responsibilities.
These meetings have been very productive and assisted Mayor Papenfuse’s transition team in
preparing a transition report that has identified key priorities for his administration to focus on and to
ensure that the initiatives of the Harrisburg Strong Plan continue to be advanced.

As the year came to a close the City experienced many retirements and resignations. OTR has
worked with the new administration to address critical vacancies and to the extent possible fill certain
key management needs.

As noted in the June report, the 2011 audit was completed on May 13. During the summer months
Trout, Ebersole & Groff LLP (TEG), a third party accounting firm, assisted the Finance office in
preparation work necessary for the 2012 audit. Their work was completed in mid-July and provided
to Maher Duessel, the City’s external auditor. They began work immediately and completed their
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work in mid-October with the 2012 audit issued on November 8 at which time the City’s audits were
current. Bringing the audits up to date was critical to assist THA with undertaking further financing
for the wastewater treatment facility upgrade as well as to establish a solid financial baseline for the
City.

With the assistance of the Novak Team, the City continues their efforts to integrate a management
system within City operations that more clearly defines goals and objectives. The Team has
assessed the restructuring of the City’s finance department as a result of the City hiring two very
competent individuals to fill the Accounting Manager and Staff Accountant/Analyst positions. This
has resulted in a significant increase in the Bureau’s technical capacity and the ability to meet daily
work demands in a timely manner. The resignation of the Budget Director in late May and the
retirement of the Finance Director and Purchasing Manager the end of October though created
further gaps that need to be filled quickly by the new administration. The Budget Manager’s position
was filled with the promotion of the Accounting Analyst, however this created a further gap that
needs filled. '

~_The OTR also continues to review requests to fill all position vacancies. Requests to fill vacancies are
submitted to the Office of the Receiver and approval is required by the Receiver prior to positions
being filled. To date limited requests have been approved when properly supported as being critical
to providing necessary and vital services. The City has continued thru the process to establish a new
eligibility list for police officers and following certification by the Civil Service Commission hired 9 of
the 20 police officers approved for hiring by OTR in December. These individuals are enrolled in the
Police Academy Class that started in mid-January at Harrisburg Area Community College. Other
positions being recruited for include Health Officer, Sanitation/Recycling Manager and Fleet Manager.
Key vacancies occurring during the quarter included the Finance Director, Purchasing Director and
Human Resources Director. I have further advised the City to continue to follow the provisions of the
Emergency Action Plan and the confirmed Plan in funding only those activities that are essential to
maintaining “vital and necessary services” and provide for the health, safety and welfare of City
residents.

Implementation continued during the quarter on recommendations from the fleet operation’s report.
The review completed by the Novak Group in the spring recommended the elimination of 36 vehicles
that were deemed unnecessary and/or inoperable with an estimated salvage value of $18,000. To
date $27,844 has been realized from the disposition of 10 pieces of equipment. This amount has
already exceeded the study’s estimate of $18,000 and there are an additional 16 pieces of equipment
to be disposed. The City is also recruiting for a Fleet Manager, another recommendation of the
report. The goal of the review was to achieve savings through the consolidation and improved
efficiency of fleet operations. In addition to the sale proceeds, the City will achieve an annual
savings of $25,380 from insurance and maintenance costs.

Following an RFP selection and evaluation process to outsource sanitation services that occurred
during the summer, on September 23, Mayor Thompson selected Republic Services from the 5
proposals received as the selected party to negotiate a contract with. Based on their proposal the
City would accrue an annual savings of $800,000. Her selection was presented to Council and
following a November Council meeting with the administration and Republic Services a decision was.
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made to table further action until the new administration was in place. Subsequent to the November
meeting, the Mayor’s Office provided Council with three options:

¢ Negotiate a contract with Republic Services
e Issue a new RFP ‘
e Maintain the sanitation operation in-house

In response to the RFP to consolidate the City’s insurance coverage, 4 proposals were received by the
August 27 deadline. Following review by an internal City team, the proposal of Marsh USA was
selected to be the broker of record. During the quarter, the broker of record proceeded with the
acquisition of insurance coverage for the various City insurances. This process proceeded smoothly
and all coverages were in place by year-end. This initiative insures that all liabilities are insured at
appropriate risk management levels and that cost containment of insurance coverage occurs.

Although started during the 3™ quarter, the Mayor halted work on three interrelated planning
recommendations of the Strong Plan - 1.) An update of the City’s Comprehensive Plan, 2.)
~ Development of a Housing Strategy and 3.) Development of an Economic Development Strategy.
Work was halted due to various questions raised by City Council and the Planning Commission on the
process. This matter has also been deferred and will be taken up by the new administration

Since plan confirmation, the Novak Consulting Group has continued to meet regularly with directors
of all City departments to review priorities and provide further guidance on implementation activities.
A matrix documenting the status of implementation initiatives through mid-September is attached.

Collective Bargaining

Following the development of the maximum costs and expenses for each of the City’s 3 collective
bargaining units -~ FOP, IAFF, AFSCME - that are consistent with the recent changes in Act 47 as a
result of Act 133 of 2012, the Office of the Receiver’s labor counsel in concert with the City’s labor
counsel developed negotiation proposals to modify the existing agreements in order to implement
certain initiatives in the confirmed Plan prior to their current expiration dates. These proposals were
presented to the three bargaining units in the spring of 2012. Progress was slow during 2012 though
bargaining intensified during the first half of 2013 and significant progress was made. In mid-June
the FOP membership ratified an amendment to their collective bargaining agreement, modifying the
current agreement and extending the term through December 31, 2016. In mid July, the AFSCME
bargaining unit likewise ratified an amendment to their collective bargaining agreement similar to the
FOP agreement. Both amendments were ratified by City Council on September 16. The City and the
Office of the Receiver are continuing in their efforts to reach an agreement with the IAFF, and it is
anticipated that the IAFF will vote on slightly modified proposals within the next two weeks. Other
employee and labor relations matters have been settled by the various revised agreements involving
former City employees now employed by The Harrisburg Authority, and former employees of the
Harrisburg Parking Authority.

It is my hope that an agreement will be reached with the IAFF in the near term. As I did for 2013, I
also directed the City not to implement the salary increases for 2014 that were part of the IAFF
contract extension. Finalization of the IAFF contract amendment though is critical to achieving the
health care cost savings that are part of the Strong Plan.

Office of the Receiver for the City of Harrisburg
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Receiver Signature Authority
By Order dated November 15, 2013, this Honorable Court permitted me to sign certain contracts and

agreements that were approved by City Council and signed by the Mayor if those documents were
not timely executed (within forty-eight hours upon receipt) by then City Controller Dan Miller.
Further, the Court required notification of such actions by either a separate filing or by incorporation
into the quarterly status updates. As such, below please find the complete listing of documents
signed in place of then Controller Miller:

November 19, 2013:

1. Assignment, Amendment and Restatement of Municipal Waste Disposal Agreement;

2. Addendum to Assignment, Amendment and Restatement of Municipal Waste Disposal
Agreement;

3. Transfer Agreement ~ Harrisburg Sewer Collection System;

4. Shared Services Agreement Between City of Harrisburg and the Harrisburg Authorlty (THA) for
THA’s Sewer and Water Systems.

December 9, 2013:

1. The Asset Transfer Agreement between the City of Harrlsburg, the Harrisburg Parking
Authority and PEDFA;

2. The Intergovernmental Cooperation Agreement between the City of Harrisburg and PEDFA;

3. The Intergovernmental Cooperation Agreement between the City of Harrisburg and the
Department of General Services.

December 20, 2013:

1. 2013 Harrisburg Downtown Parking Cooperation Agreement; ,

2. Exhibit A (incumbency page) of Certificate of the City of Harrisburg in connection with
issuance of PEDFA bonds;

3. Termination of Agreement to Convey, Lease, Service Agreement and Redevelopment Contract
and Termination of Agreement of Lease between City of Harrisburg and Harrisburg Parking
Authority;

4. Second Addendum to Assignment, Amendment and Restatement of Municipal Waste Disposal
Agreement;

5. Corrective Deed for the RRF;

6. Incumbency page of City of Harrisburg Certificate in connection with the Bond Purchase
Agreement for the LCSWMA bonds;

7. Special Warranty Deed - Chestnut Street Garage;

8. Special Warranty Deed - Fifth Street Garage;

9. Special Warranty Deed - Walnut Street Garage.

Office of the Receiver for the City of Harrisburg
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. MINUTES
MUNICIPAL FINANCIAL RECOVERY ADVISORY COMMITTEE
FOR THE CITY OF HARRISBURG
September 25, 2013
8:30 a.m.
Council Chambers

-

Presen

: William B. Lynch, Receiver

Wanda Williams, City Council President

Fred W. Lighty, Esquire (Alternate), Dauphin County Board of Commissioners
Doug Hill, County Commissioners Association of Pennsylvania (Governor's
Appointee)

Anne Morrow (Recording Secretary)

Absent: Mayor Linda Thompson (Robert Philbin, Interim Chief of Staff, attended as
Mayor’s alternate) '

Reports

Mr. Lynch called the Municipal Financial Recovery Advisory Committee meeting to order at
8:32 a.m.

Mr. Lynch asked the Committee members if there were any corrections or addendums to the
minutes from the September 11, 2013 Committee meeting.

Hearing none, Mr. Lynch said the minutes stand approved and would be posted to the
Receiver’s website.

Committee Comments
Mr. Lynch asked for committee member comments.

Mrs. Williams had no comment.

Mr. Lighty congratulated Mr. Lynch and everybody on the confirmation of the modified
Recovery Plan. He added the County looks forward to addressing all the items it has to
address to achieve consummation of the Plan. v

Mr. Hill added his congratulations on the Court's confirmation of the Plan as well as his
gratitude to Council President Williams and Mayor Thompson for the exceptional work that
they have been doing. He also noted he knows it was a lot of effort on behalf of Council
President Williams with both hearings and votes. He noted we are already seeing
Implementation of many of the elements of the plan from the Mayor’s office. Mr. Hill
expressed his gratitude for their level of commitment and work and their prompt response.

Mr. Philbin echoed the committee’s comments and added as the transactions go forward the
Administration is working closely with Council and all of the Directors are stepping up to
execute the initiatives that flow out of those transactions.




Mr. Lynch thanked the committee members for their kind words. He noted the submission of
the modified Recovery Plan to the Court was a joint effort. Many people spent a lot of hard
work on It. Many talented people deserve credit, not the least of whom to mention, Council
President Williams and Mayor Thompson for their leadership and their help as we have gone
through this process.

Mr. Lynch noted the Director of Public Works would be providing the report today on behalf of
the City in an effort to bring department heads to the committee to add flavor from meeting to
meeting on what's going on in the City. He thanked Mr. Kroboth for stepping up when he did.
He also noted the Finance Bureau was recognized again by the Government Finance Officers
Association of the United States and Canada (GFOA) and received the Distinguished Budget
Presentation Award for 2012. Congratulations to all for their hard work in achieving this

recognition,

Mr. Lynch asked Mr. Reddig to provide an update on the implementation of the confirmed
Recovery Plan.

Operational Issues

¢ Mr. Reddig noted it has been a busy two weeks since our last meeting. During that
time the Receiver’s team has worked with City Council and the Mayor’s office to review
various elements to the Harrisburg Strong Plan and to prepare for the hearing held last
Thursday before Commonwealth Court. Prior to the hearing, City Council took action on
September 16% to approve various issues related to the sale of the incinerator, parking
monetization, earned income tax and the FOP and AFSCME contracts. Commonwealth
Court held their hearing on September 19" at which time a presentation on the
Harrisburg Strong Plan was provided by the Office of the Receiver. Following that
presentation, counsel for the Mayor, Clty Councll, Dauphin County, AGM and the
suburban communities all stated support for the Harrisburg Strong Plan. The Court
noted there were no objections filed prior to or at the hearing. Judge Leadbetter then
Issued on Order on Monday, September 237, confirming the Harrisburg Strong Plan and
directing Its implementation in accord with the terms of the Plan. Without question the
Harrisburg Strong Plan represents a significant and very positive milestone for the City.
It sets a new course. One that fully eliminates the debt on the Resource Recovery
Facility, provides balanced budgets through at least 2016, provides an ongoing revenue
stream from the Parking assets and provides needed resources for capital and economic
development well as to help address the City’s OPEB (Other Post Employment Benefits)
liabilities.

The OTR also continues work in cooperation with Clty officials with implementing the
various operatlonal elements that are part of the prior Recovery Plan and that are now
embodled in the Modified Recovery Plan - the Harrisburg Strong Plan.

¢« The City continues to actively recruit for approximately 59 positions, 17 of those are
Fire positions previously approved by the Recelver’s office. During the last two weeks,
two positions were filled as a result of the recent arbitration award related to residency.
A written exam was administrated on August 24" to develop a new eligibility list. Exam
results were received and out of the one hundred and twenty-five individuals registered
for the exam 57 passed. The next phase will be the physical ability test, which will be
administered December 7", The next fire academy class will start March 4, 2014, 1It's
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anticipated that the remaining 15 positions will be hired and enrolled in that March
class. Materials for a promotional exam for the Fire department are also being
developed with that exam to be administered in February. On the Fire Bureau front,
the Deputy Fire Chief submitted his resignation effective September 18, ‘

Twenty-flve positions are for Police Officers and at the request of the City, the OTR has
approved filling 20 of those positions. The City participated with the Dauphin County
Police Chiefs Association in the joint testing consortium, thus sharing the cost of
recruitment. Following the closure of the application process and the physical exaim,
246 applicants took the written exam on August 31%, The City is now awaiting the
results of that written exam. The next Police Academy class will begin on January 13,
2014. It's anticipated that 8 to 12 candidates will be hired this fall and enroll in the
January class.

The Office of the Receiver has also approved the City’s request to fill a Help Desk PC
Specialist position in the Information Technology Bureau. The vacancy occurred as a
result of a promotion. The position will be very helpful as the City is in the process of
installing a number of new PC's throughout City’s operations. Other positions currently
being recruited for Include a Budget Manager, 2 Codes Officers, Fleet Manager,
Sanitation Recycling Manager, Demolition Specialist and Deputy Economic Development
Director. Interviews and background reviews for some of those positions have occurred
over the last two weeks.

The OTR also continues to devote significant effort on various financial manégement
Issues. Maher Duessel continues their work on the 2012 audit and is on schedule to
have their work completed by mid-October and the audit issued by the end of October.

Following the review of the Sanitation RFP, responses by the Selection Committee and
interviews with the three finalists by the Mayor, she recently selected Republic Services
as the firm to negotiate a final contract. Those negotiations are in the early stages with
the planned implementation date of the contract scheduled for early 2014.

Four proposals for Insurance Brokerage service were received by the August 27%
deadline. The proposals were submitted by Marsh U.S.A., American Insurance
Administrators, First Fidelity Brokerage and Benefits Research Group. A RFP Review
Committee with involvement from the OTR Is in place and is reviewing the submissions.

A conference call meeting was held last week with the City Administration, OTR and the
City’s consultant, Mullin & Lonergan, to finalize the scope of work for an update of the
City’'s Comprehensive Plan. The confirmed Plan contains three interrelated
recommendations - 1.) An update of the City’'s Comprehensive Plan, 2.)
Development of a Housing Strategy and 3.) Development of an Economic
Development Strategy. Based on the comments from last week’s meeting, a final
revised scope Is in the process of belng circulated. The timeline calis for the
process to begin this fall and wlll take approximately 14 - 18 months to be fully
completed. The scope provides a neighborhood focus for the update with
significant opportunity for public input at various stages of the process. The City
has proceeded with continued implementation of the recommendations in the fleet
management report. To date, $28,744 has been realized from the disposition of 10




[}

pieces of equiprhent. This amount alréady exceeds the study’s estimate of $18K.
There are an additional 16 pieces of equipment remaining to be disposed.

The OTR has worked with DCED and the Comptroller’s Office in the State to finalize the
contract of the $4.504 million included in the State’s FY13/14 budget to support public
safety services. The contract was fully executed last week and the invoice has been’
processed. We anticipate the City should receive these funds within the next week.
Negotiations continue with the bargaining units to effect new bargaining contracts
consistent with the cost containment provisions of the confirmed Plan. As we have
previously reported, the FOP and AFSCME memberships have apProved new contract
amendments and those were ratified by Council on September 16%. This Monday, the
AFSCME bargaining unit for the HPA also approved their contract modification.
Additional negotiating sessions are scheduled this week with the Fire Fighters,

Cash Flow

The Receiver’s Office continues to monitor City expenditures including the review of
payables on a bi-weekly basis. Since the last meeting, we reviewed the check-run for
this week, September 26", and provided a response last Friday to the City. This check-
run totals $408,492, The largest expense is a payment to the City Treasurer for
$245,100 or about 60% of the total for Express Scripts for July. The next largest
payments were to PAPCO Inc. for $17,733 for fuel products and to Rogele for $13, 126
for sinkhole repairs. The City continues to be up to date with most of its payables,
although it is now beglnmng to hold on some. Payables on hold after this check-run
total $3,426, 000 which is approximately $254,000 lower than the payables on the
September 12% check-run Those over 60 days total $2.764M with 99% represented
by six primary vendors including SunTrust, Metro Bank, Pennsylvania Infrastructure
Bank, which are all debt service payments and will be resolved as part of the
consummation of the Harrisburg Strong Plan, and also Capital Area Transit, PPL and the
City Treasurer for insurances.

A review of the City s cash position shows there was a cash balance of just over $3M as
of September 20", Following this week’s check-run and an approximately $1.1M
payroll, the City’s cash_ balance will be approximately $1.4M. The City’s cash flow has
deteriorated during the month of September though the receipt of State Aid for
pensions and the DCED grant for public safety services both of which should be
received in early October will provide an infusion that will address subsequent payroll
and payables during the months of October and November. It is critical that the
Harrisburg Strong Plan be consummated prior to the end of the year, however, so that
the City Is fully up to date with their payables by that time.

The City is currently in compliance with all financial reporting obligations. Since the last
meeting a Material Event Notice was posted on EMMA by the City to address the non-
payment of the General Obligation Bond payment that is due September 15", Those
payments will be addressed as part of the consummation of the Harrisburg Strong Plan.




Asset Monetizations

With the confirmation of the Harrisburg Strong Plan, work is proceding rapidly on the
finalization of the various documents related to the sale of the Resource Recovery
Facility. This transaction includes a multi-year Power Purchase Agreement with the
Department of General Services and an $8M Redevelopment Capital Assistance
Program grant through the Office of Budget. The application for the RCAP funds has
been submitted and action is pending.

Likewise, confirmation of the Plan allows the monetization of the City’s parking facilities
to move forward, Numerous meetings have been held over the last two weeks with
representatives from Harrisburg First, PEDFA, the Department of General Services and
the Office of the Receiver to work from the various documents that are needed for this
transaction. '

The transaction Involves the consolidation of Commonwealth parking as well as
financing through the Pennsylvania Economic Development Financing Authority
(PEDFA). With the recent approval of the $26M loan from PENNVEST for upgrades to
the wastewater treatment plant to address compliance issues related to the
Chesapeake Bay and Clean Water Act requirements, work also continues to fulfill the
obligations that are part of the loan commitment. The transfer of the Water and Sewer
operations to the Harrisburg Authority are part of the confirmed Plan and actions
related to this transfer are underway between the City and THA. The transfer will
consolidate the administrative, operational and financial responsibilities for the Water
and Sewer operations into an operating authority. In addition to PENNVEST
requirement, this approach will also address the compliance with the Clean Water Act
and the Chesapeake Bay requirements.

There is much work that lies ahead as our efforts now focus on the consummation of
the various transactions of the confirmed Plan and the continued implementation of the
operational elements of the Plan. The. abllity to achieve a consensual solution
represents a significant accomplishment. It is a model that can be replicated in other
similar situations. Credit goes to the City’s creditors - AGM, Dauphin County, Covanta,
CIT, AMBAC and others along with the City’s bargaining units as well as to the Mayor
and Council for the leadership they have shown and for all parties to recognize the
value of a consensual resolution as opposed to costly and time consuming litigation. On
behalf of the Office of the Receiver, Mr. Reddig further expressed appreciation to all
those who have been involved in bringing the City to this point. He specially wanted to
recognize the Mayor, her Administration and City Councli for the time and effort they
have devoted in laying a foundation for a bright and promising tomorrow for the City,

Kevin Hagerich, Director of Public Works, provided an update on the Act 47 implementation for
the City of Harrisburg.

Mr. Hagerich noted the City Administration continues to implement the Harrisburg
Strong Plan while working closely with the Office of the Recelver and the Receiver’s
team. Some Initiatives of the Plan are in a pending status currently while negotiations
with other entitles occur. As major transactions around the City’s assets accelerate, so
do the Administrative and operational activities in support of those transactions.
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Major progress was made this reporting period on Public Works initiatives 01 and 02
with the selection by Mayor Thompson and the Review Committee of Republic Services,
from York, Pennsylvania, as the sanitation contractor to assist with the expansion of
trash collection and recycling services in Harrisburg, The City has initiated contract
discussions and will submit reports and the final contract to the Office of the Receiver
for review In the coming days.

Negotiations are also underway for the transfer of City employees to Republic Services
at both comparable experience levels and compensation packages. Approximately 13
employees will transfer to Republic at this time. The City’s Human Resource
Department will oversee the transfer,

The target date to initiate sanitation services is on or before February 1, 2014. The
City and Republic Services will undertake a public éducation program to assure that
citizens, residents and commercial interests are apprised of the new system, which will
include expanded trash pickup and recycling routes, as well as commercial services.
This program will be announced in more detail publicly after the contract process is
completed in about two weeks,

In a related Public Works initiative, Harrisburg Strong Plan - PWQ3, the funding to hire a
Solid Waste Manager/Recycling Coordinator to manage Interactions with Republic
Services has been approved by the Mayor, OTR and City Council. Bureau of Human
Resources has begun the hiring process for this important coordination, education and
enforcement position,

The funding for a Fleet Manager has been approved by the Mayor, OTR and City
Council. The City is currently recruiting for this position.

As the Incinerator transaction progresses under the Strong Plan, the Department will
transfer City motor vehicle operations and other materials out of the Incinerator
location to a new location in the City. A realtor has been selected to assist with locating
a new facility and a plan for outsourcing some maintenance functions and eliminating
vehicles Is In place.

The City continues to advertise for a Deputy Director of Economic Development.

The consulting firm Mullin & Lonergan, in conjunction with the Comprehensive Plan
Steering Committee, Is In the process of finalizing the scope of work for the
Comprehensive Plan update pending the City’s review of M & L's funding request. The
final draft has been reviewed and approved by the Business Advisory Council, the
Comprehensive Plan Steering committee, as well as by DCED, and the Office of the
Receiver,

The Administration has Identified CDBG funding sources to underwrite this work
through the fourth quarter of 2013. Taking advantage of planning synergies, this plan
has also been augmented with a CREDC Econemic Development Planning component.

CREDC has developed an Economic Development component for the Comprehensive
Plan. Additionally, the following economic development action steps have been

completed:




o Two new KOZs have been approved by City Council.

o A HUD Section 108 loan ($1,760,000) Series 2001 - has been refinanced. (The
refinancing will save the City approximately $300,000 in interest payments).

o 2013 Zoning Draft has been approved by the Dauphin County Planning
Commission and the Harrisburg Planning Commission.

o DBHD is waiting for a final proposal from the Hairisburg Housing Authority
regarding property management services for HOP properties owned by the City.
As part of the property management plan, the City will receive revenue from
rental payments on properties which are currently vacant and maintained by the
City.

The Administration, in conjunction with City Council’'s Economic Development
Committee, will review tax abatement strategies in preparation for the development of
new City Tax Abatement Ordinance.

The Novak Group continues to work on a draft Capital Improvement Plan with an
anticipated completion date of early October. The City will establish a Capital
Improvement Plan Committee as soon as the draft plan is available.

The Administration has completed the following action steps:

o Developed a new loan fee schedule; revised eligible loan activities; developed a
jobs-to-loan amount ratio and developed MBE/WBE contract procurement
guidelines for revolving loan fund activities related to construction.

o The Revolving Loan Fund Board will meet on September 25" to review and
discuss remaining action steps to be completed. The public will be informed of
the Plan. This will provide capital for the City’s Local Business Incubator
Program, which is under development at this time.

Eleven Work Force Initlatives, WF06 through WF17, covering new wage, benefit and
healthcare contract adjustments have been or very soon will be completed for all City
Fraternal Order of Police and AFSCME employees. The Bureau awaits the results of
International Assoclation of Fire Fighters contract negotiations.

The Memorandum of Understanding for the Constable Warrant Collection Plan has been
reviewed by the Law Bureau and is ready to be presented to the Constables for their
review and signature. Police data technicians continue to gather information on parking
and ordinance offenders for use by the Warrant Serving Team. After the MOU Is signed
a collection plan will be organized and presented to the public.

Responses to RFP #06-2013 for Insurance services were reviewed and a vender was
selected by the Review Committee and the Mayor. A recommendation was forwarded
to the Office of the Receiver for final review and approval.




« On Monday, September 23, 2613, Commonwealth Court Judge Bonnie Brigance
Leadbetter confirmed the Harrisburg Strong Plan that was filed by the Harrisburg
Receiver’s Team on August 26",

o At the heart of the Plan are two major transactions, the sale of the incinerator and the
lease of the City’s parking assets for 40 years. The combined transactions will remove
the $345 million incinerator debt and balance the City’s structural deficit, providing the
City with a balanced budget through 2016.

¢ The Administration of Mayor Linda D. Thompson congratulates Receiver General Lynch,
his staff and all parties, public and private, who helped make the historic financial
recovery of the City of Harrisburg possible.

e«  We remain committed to the operational implementation of the Harrisburg Strong Plan
as it continues to shape the restructuring of the government of the City of Harrisburg to
benefit the citizens of this great City.

Public Comments
Mr. Lynch asked if there were any public comments.

Mr. Bill Cluck, City resident
e Mr. Cluck inquired about the Sanitation RFP and the role City Council will have.
o Are there needs for City ordinances to be amended or revised?
o Does City Council have to approve the contracts?

= Mr. Hagerich noted most of the ordinances were modified in August and
approved to match the level of service provided for in the RFP. Mr
Hagerich further noted that initiative PO03 provides for the hiring of a
Recycling and Solid Waste manager. As the contract with Republic
Services is being negotiated, the Manager will review all the ordinances of
the City and will then ask City Council to modify those ordinances that
may need further updates,

» Mr. Hagerich deferred to legal counsel whether or not City Council will
need to approve Republic Services contract.

o Mr. Cluck inquired when and where the Revolving Loan Fund Committee was holding.
their meeting today.

o Mr. Philbin noted the committee was having a_ structural meeting to cover
templates, loan requests and the method of evaluating loan requests. The by-
laws have already been approved. This will be an operational meeting to cover
policy and procedure and to update forms for submittal. The meeting is
scheduled for today at 10 a.m. in room 302 and is open to the public.




Mr. Nevin Mindlin, Cii:y resident

» Mr. Mindlin would like more information on the parking transaction. He said his concern
Is with the sustainability of the transaction and its impact on the community in all
respects, solvency and non-profits. Mr, Mindlin questioned whether the City of
Harrisburg will have a true end to its debt and control of its public policy. He noted the
compensation event provisions were eliminated. He would like to gain a better
understanding by reviewing a draft of the parking contract documents. He asked that
the following questions be answered in writing.

o What is an adverse action event?

o Embedded in this contract or Plan, is control of public policy related to anything
that changes the nature of Harrisburg’s abllity to control transportation policy
within the City?

o Are we locked in to automobiles? Do we have the ability across 40 years to turn
this community into a more sustainable community that uses bicycles for
pedestrians and not mass transit?

o What do discriminatory laws, taxes and feaes mean?

o What if the financial projections are not met? There Is a discussion about the
replenishment of reserve funds but it does not say from where.

o What are the City's obligations in the event that not all of the projections occur?

o When Is this part of the Plan going to be available for review to understand what
these elements truly are. They are key to this City being able to move forward,
to have a sustainable, economic growth and to have some sovereign control over
itself, how it develops and whether there will be some end to the liability?

o Is there any continuing tisk to the City having to pay more money or raise more
taxes?

e Mr. Mindlin closed by saying It is fine if folks want to come into this City and end up
taking over garages, monetize this asset and control through fares but this City should
be free and clear of any obligation when this deal is finished. This City should not pay
one dime more to creditors than what is embedded in the 40-year Plan, or does the
Plan go farther? These matters are not clear in the parking transaction details he has
seen.

Mr. Lynch asked If there were any other comments.

Council President Williams asked Mr. Hagel;ich if the thirteen people that are being transferred
to Republic Services would be transferred at the same salaries. :

e Mr. Hagerich responded that the compensation package is very similar to what the
employees currently have. In conversations with Republic Services, they are going to




give these émployees the equivaler{t level of experience. Ex.: If an employee cun;ently
has 21 years of employment, Republic Services will give them 21 years of service.

Council President Williams asked if this is the total amount of employees coming over to
Republic Services.

e Mr. Hagerich noted the contract identifies a contingency force of three that will remain;
one to enforce lllegal dumping and two individuals to pick up the trash In our parks and

playgrounds.

Council President Williams noted she hopes that the contract goes to City Council, as she
would like to review it herself, :

Council President Williams noted Mr, Hagerich reported the targeted date for implementatio;'l

- Is February 2014 and inquired if the public will be alerted to the transfer of services.

e Mr. Hagerich replied the public would be notified. This has been discussed with
Republic Services in our initial stages of contract negotiations. We plan to use our own
media - Channel 20. We will be sending out notices and schedules to commetrcial
properties and residents. There will be a few changes in the way we do some business.
For instance, Republic Services will pickup leaves on Saturday’s four times a year,
which will need to be advertised and notices given to residents. There will be a focus
on public relations in dealing with this new service. Mr. Hagerich noted he is excited to
get a Solid Waste Manager/Recycling Coordinator on board to help get this program
moving forward. It is estimated this program will be implemented successfully in the
next four months.

Council President Williams asked if bulky items will be permitted to be put out.

e Mr. Hagerich replied 6 bags with one-bulk item will be permitted. This ordinance was
changed to match what is in the contract.

Mr. Lynch asked if there were any other comments. Hearing none, Mr. Lynch called this

meeting adjourned at 9:10 a.m.

Approved this 25" day of September 2013,

(OO0 L Onrcns Maons

Willlam B. Lynch Secretary - Anne Morrow
Receiver for the City of Harrisburg

10




MINUTES
MUNICIPAL FINANCIAL RECOVERY ADVISORY COMMITTEE
FOR THE CITY OF HARRISBURG
October 9, 2013
8:30 a.m.
Council Chambers

Present: William B. Lynch, Receiver

Wanda Willlams, City Council President
Fred W. Lighty, Esquire (Alternate), Dauphin County Board of Commissioners

Anne Morrow (Recording Secretary)

Absent: Mayor Linda Tho‘mpson (Robert Philbin, Chief of Staff, attended as Mayor’s
alternate)
Doug Hill, County Commissioners Association of Pennsylvania (Governot's
Appointee)

Reports

Mr. Lynch called the Municipal Financial Recovery Advisory Committee meeting to order at
8:37 a.m.

Mr. Lynch asked the Committee members if there were any corrections or addendums to the
minutes from the September 25, 2013 Committee meeting.

Hearing none, Mr. Lynch said the minutes stand approved and would be posted to the
Receiver's website.

Mr. Lynch asked Mr. Reddig to provide an update on the implementation of the confirmed
Harrisburg Strong Plan.

Operational ;ssgés

« Mr. Reddig noted that over the last two weeks the Receiver’s Team has continued
working with City Council, the Mayor and her Administration and others in the Initial
stages of implementing the various elements of the Harrisburg Strong Plan as
confirmed by Commonwealth Court on September 23, The Office of the Receiver has
been addressing the appeal filed by City Controller, Dan Miller, and will be taking those
actions necessary to respond to that appeal in a timely manner.

» The Office of the Receiver also continues work in cooperation with City Officials in
implementing various elements of the prior Recovery Plan that are now embodied in the
Modified Plan, known as the Harrisburg Strong Plan.

e The City continues to actively recruit for approximately 61 positions. The Budget
Manager position has been filled with the promotion of the Accounting Analyst position.
She has performed well over the last year and has filled in for the Budget Manager
since the prior Budget Manager left in late May. Of particular note over the last two




weeks was the resignation of the Fire Chief to except a Professor position at the

University of New Haven in Connecticut. In addition, retirement letters have been
submitted from the Director and Lead Programmer in the Information Technology
Bureau and Legal Secretary in the Solicitor's Office, Cashier in the Treasurer’s Office
and a Lab Tech in the Bureau of Sewage.

Fifteen of the vacancies that were identified are positions being recruited in the Fire
Bureau. These are positions previously approved by the Recelvers Office. A written
exam was administrated for these positions on August 24" in order to develop a new
eligibility list. Qut of the one hundred and twenty-five individuals registered for the
exam 57 passed. On October 2", letters were sent mformmg these individuals they are
eligible to proceed to the next phase of testing, which is the physical agility test, to be
administered December 7. The next fire academy class will start March 4, 2014. It's
anticipated that the remaining 15 positions will be hired and enrolled in this March
class. Further, in the Fire Bureau, materials for promotional exams have now been
developed and notification letters have been sent to all eligible personnel that they may -
apply for the promotional exam for Battahon Chief, Fire Captain and Fire Lieutenant.
Applications are due by November 15" and the exam will be administrated in February.

Twenty-six positions are for Police Officers and at the request of the City, the OTR has
previously approved filling 20 of those positions. The City participated in the Dauphin
County Police Chiefs joint testing consortium, thus sharing the cost of recruitment and
providing a cost savings to the City in the recruitment process. Following the closure of
the application period and physical exam, 246 candidates took the written exam on
August 31% and 216 passed. On September 25 supplemental application materials
were mailed to 216 candidates requesting they complete the application and file it by
October 21%, The next Police Academy class starts January 13, 2014, It's anticipated
that 8-12 candidates will be hired later this fall and enroll In the January class.

Due to the upcoming transfer of the water and sewer operations to the Harrisburg
Authority, action on vacancies in those Bureau’s is currently on hold. Other positions
that are being recruited for at present include the Help Desk PC Specialist, 2 Codes
Officers, Fleet Manager, Sanitation Recycling Manager, Demolition Specialist and
Deputy Economic Development Director.

The OTR continues work with the City and Harrisburg Parking Authority to consider
qualified personnel from. HPA to fill certain City vacancies as they occur once the C1ty
has gone through their internal posting process.

Maher Duessel continues work on the 2012 audit and have requested certain
information on FEMA funding, which has slowed their work down a bit. It is now likely
that the full completion of the audit will move into the November time period.

The recent promotion of the Accounting Analyst to the Budget Manager position has
filled a critical role in the Finance Bureau, especially as the budget process moves into
high gear. The Purchasing Director has also returned from extended medical leave and
is working on a part-time basis. The promotion has created a vacancy in the
Accounting Analyst position, which we would hope to have filled in the near term. The
2014 budget is underway and department meetings have recently occurred. The Office




of the Receiver continues to be available to assist in the budget process; as neceséary,
in order to keep things on track moving through the fall months.

Contract negotiations are under way with Republic Services, who was selected as the
firm for the Sanitation Contract. The proposal that Republic submitted was accepted
based on collection for single family, multi-family and commercial collection. The
planned implementation date is early 2014. A robust information and educational
program is currently being planned to inform businesses and residents of the changes
in a timely manner.

Following the review of the four responses to the RFP for Insurance Brokerage Services,
Marsh U.S.A. was selected as the broker. Contract negotiations are also underway with
them. The new brokerage service will result in further cost savings and will be in place
to meet the renewal schedule this fall. The new contract consolidates insurance
coverage for the City and includes property, liability, vehicle, public officials, errors and
omissions, and workers compensation insurance. The initial term is one year with the
ability to renew for an additional two years.

The final scope of work for the City’s Comprehensive Plan has been prepared following
discussions with the City's Administration, OTR and the City’s consultant Mullin &
Lonergan Associates, LLC. The scope has been reviewed and input has been received
from the Comprehensive Plan Steering Committee. The three interrelated
recommendations that are part of the Harrisburg Strong Plan and will be addressed as
part of this process include an update of the City’s Comprehensive Plan as well as a
Development of a Housing Strategy and an Economic Development Strategy. Mullin
& Lonergan will be preparing the Comprehensive Plan and Housing Strategy elements.
Their work will be coordinated with CREDC, who will prepare the Economic
Development element. The process will begin this fall and will take approximately
fourteen months to complete. The scope provides for a strong neighborhood focus with
significant opportunity for public input at various stages throughout the process.

The City continues to proceed with implementation of the fleet management
recommendations. To date a little over $27,000 has been realized from the
disposition of 10 pieces of equipment. This amount already exceeds, by about
$10,000, the estimate from the study. There are an additional 16 pieces of
equipment remaining to be disposed.

The City has received a second payment of $113,000 from the July artifacts sale.
Though much smaller than the initial payment of almost $2M, it has pushed the total
over $2M. The next phase of this sale is occurring this week in New York City. It
involves the sale of various paper documents and should vield another several hundred
thousand dollars,

The OTR worked with DCED and the Comptroller’s Office to finalize the contract for the
$4.5M included in the State’s FY13/14 budget to support public safety services in the
City. The invoice was processed and the City received payment on October 4", which
has greatly improved the City's cash flow.

Negotiations are also continuing with the IAFF on their contract. Having already agreed
with the FOP and AFSCME bargaining units on contract modifications and as reported at
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the last meeting, an agreemeht was reached with the AFSCME bargaining unit for the
Harrisburg Parking Authority.

Cash Flow

* The Receiver's Office continues to monitor City expenditures including the review of
payables on a bi-weekly basis. Since the last meeting, we reviewed the check-run for
this week, October 10", and provided a response to the City. The check-run totaled
$1.344M. The largest expense is a payment to the City Treasurer for $631,000 or
about 47% of the total for payments for various insurances including Highmark Blue
Shield, Express Scripts, Dental Insurance and Workers Compensation. The next largest
payment was $403,000 or 30% to the Harrisburg Parking Authority, which was the
reimbursement of the 2™ quarter payment. Next was a payment of $121,000 to Marsh
U.S.A. for insurance renewals. The City continues to be up to date with payables,
although it is now beginning to hold on some payables. Payables on hold after this
_check-run total $4.9M, which is approximately $1.5M higher than the payables on the
last check-run. Those over 60 days total $2.84M with 99% represented by SunTrust,
Metro Bank, Pennsylvania Infrastructure Bank, Capital Area Transit, PPL and the City
Treasurer for insurances.

» A review of the City’s cash position shows that the City had a cash balance of $2.1M as
of October 1%, The City received just a little over $2.5M for the State aid for pensions
the beginning of October and the additional $4.5M from the DCED grant also last week,
With those payments, the City has been able to satisfy the HPA obligation as well as the
initial severance payment to the former Police Chief with this week’s check-run.
Following the check-run and the $1.1M payroll this week, the City’s cash balance will be
approximately $6.6M, which includes the two receipts just mentioned. Though the
City’s cash flow had deteriorated in September, the receipt of State aid for pension and
the DCED grant for public safety services has provided a much-neéded infusion that will
address payables through the next two months. The consummation of the Harrisburg
Strong Plan and the closing on various elements of the Plan is critical so it occurs before
the end of the year for it to allow the City to end the year in a solid position.

Asset Monetizations

» Additional work is occurring with respect to both the sale of the Resource Recovery
Facility and the Parking monetization. The RRF Waste Disposal Agreement has been
approved by City Council and is now-in the Mayor's Office pending her signature to
move this process forward.

* Numerous meetings have continued over the last two weeks with the various parties
involved in the Parking transaction. Meetings involving DGS and PEDFA have occurred.
Another prerequisite for the Parking transaction was the filing and review by the Local
Government Commission of the Intergovernmental Agreements that are part of the
Parking transaction. There is an agreement with DGS for their role with Parking and
there is also an agreement with PEDFA with their role with Parking. Both of these
agreements have now been prepared and were filed with the Local Government
Commission last week and are currently under review. We anticipate the Commission
acting on them at their meeting on October 16,




Work, likewise, continues to implement provisions of the Strong Plan that provide for
the transfer of the operational responsibility for the water and sewer system to THA.
This is one of the conditions of the $26M loan from PENNVEST. The upgrades to the
wastewater treatment plant that will be undertaken by THA are necessary to address
compliance issues with Chesapeake Bay and Clean Water Act requirements. The
transfer will consolidate administrative operational and financial responsibilities for the
water and sewer operation with THA and are a necessary element, not only to the
PENNVEST loan but also to compliance with the Consent Agreement with the Federal
Government.

Much work continues to lie ahead though progress has been made over the last two
weeks as we are in the early stages of implementing provisions of the Harrisburg
Strong Plan working towards the consummation of all of the various activities by the
end of the year. Mr. Reddig noted once again, on behalf of the Receiver and his team,
we would like to recognize the efforts of the Mayor and her Administration, City Council
and all of the stakeholders as we continue to move forward and lay the foundation for a
bright and promising tomorrow for the City of Harrisburg

Captain Colin Cleary, Commander of the Technical Services Division of the Bureau of Police
provided an update on the Act 47 implementation for the City of Harrisburg.

Captain Cleary noted the Administration continues to implement the Harrisburg Strong
Plan while working closely with the Office of the Receiver and all plan partners. As
major transactions around the City's assets accelerate, so do the administrative and
operational activities in support of those transactions.

On behalf of the Mayor and Chief Operating Officer, the Administration continues to
aggressively implement the Harrishurg Strong Plan initiatives.

Out of the 132 initiatives in the Harrisburg Strong Plan pertaining to the Administration,
44% have been completed to date; 37% are in progress and the remaining 18% are
pending actions by other parties beyond the control of the Administration.

The following are some of the highlights of departmental accomplishments for - this
reporting period:

As part of the FOP negotiated contract, a new pay scale for new police officers has been
completed, paid holidays and personal leave has been reduced to 10 days annually and
a court-related overtime reduction strategy has been implemented. In addition, a new
pay scale for new firefighters for new IAFF hires has been implemented.

In the Bureau of Financial Management the following initiatives have been completed:

o Risk Management Services have been funded,
o Revised the terms of the Insurance Brokerage Service Agreement and

o Conducted a cost benefit analysis to determine adequate umbrelia excess liability

coverage.




 The Bureau of Administration implemenfed the following:

Established a quarterly financial reporting and associated review process.
Established a standard Budget development calendar.

Established a standard position control system.

Conducted a comprehensive review of City’s purchasing policies.

Modified an existing chart of accounts to track Commonwealth and Federal Grant
Program Funds on an individual basis.

Eliminated a manual data entry process in the Bureau of Financial Management.
o Hired a Budget Manager position for the Bureau of Financial Management.
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The Bureau of Police has completed 100% of the tasks in the Harrisburg Strong Plan,
which are entirely under control of the Bureau. Seventy-five percent of the tasks
involve outside permissions or contact with outside agencies. Some of these involved
the electronic parking ticketing devices, which have been implemented.

Our vehicle plan was coordinated with the Department of Public Works for a capital
program for obtaining new vehicles. Also, not directly related to Act 47, Local Share
Grant funds were used to purchase 10 new police vehicles. The first marked vehicle
entered service yesterday; another will enter today and one more by the end of the
week. We anticipate having all vehicles fully serviceable by the first week of November.
These vehicles are distinctly marked with black and white and were obtained using
three different grants with no impact to the General Fund or to Harrisburg taxpayers.

We have also started work on a new initiative from the Harrisburg Strong Plan involving
an analysis of call data. The Bureau of Police undertook an analysis of call data of the
Uniform Patrol Division in order to place more Officers on the street.

The Public Works department has been busy working on the following initiatives:

o An updated Storm Water Management Ordinance has been written to comply
with recent changes in law and the Ordinance was adopted by City Council.

o The Recycling Program has been reviewed and adjustments made, already
contributing to an increase in recyclables within the City, with other phases to be
implemented over the next year or so.

o The City’s Fleet has been analyzed and DPW has disposed of 21 pieces of excess
equipment with more to follow.

o A Fleet Plan has been finalized and adjustments in the way fleet management is
accomplished already initiated.

o Contract negotiations and employee transitioning with Republic Services are
underway as well as development of a public relations customer education plan.

o The level of trash collection, disposal and recycling services has been defined as
part of the contractual process. A smooth transition in service is planned with
implementation scheduled for early February 2014,




o As called for in the Harrisburg Strohg Plan, water and sewer functions, assets
and staff are being transferred to THA.

o Billings, collections and depositing procedures are in process of being transferred
and a shared services fee arrangement has been developed.

o With the sale of the incinerator, the Public Works Department is working with a
relocation expert to determine the best option for relocating the highway
department, vehicle maintenance, a portion of sanitation and administration
services in the City.

o A street light LED study is underway, which the Administration expects to
announce publicly in the near future.

» Captain Cleary ended his report by saying the City Administration remains committed to
the operational implementation of the Harrisburg Strong Plan as it continues to shape
the government of the City to the benefit of its citizens, workers and visitors.

Mr. Lynch thanked Captain Cleary and Mr. Reddig both for their initiatives and reports,

Committee Comments
Mr. Lynch asked for committee member comments.

City Council President Williams asked Mr. Reddig what amount of severance was paid to the
previous Chief of Police and if he will be paid in increments.

 Mr. Reddig replied the initial payment will be $25,000 and that remaining payments
would be paid in increments in subsequent years per city policy. Mr. Reddig did not
have the full amount of the severance payment but said he would forward that amount
to her.

City Council President Williams noted she thought the City currently had a Deputy Economic
Director and inquired what position Jack Robinson holds.

» Mr. Reddig replied the City currently does not have a Deputy Economic Director and
that this was not the position Mr. Robinson holds.

« Mr. Philbin noted Mr. Robinson is the Director of the Department of Building & Housing
Development. '

e Mr., Reddig added the Deputy Economic Director position had been approved by the
Office of the Receiver a number of months ago and that the City has been recruiting for
the position.

City Council President Williams noted contract negotiations and employee transition for
sanitation collection service is underway. She inquired if the contract negotiations are with
AFSCME.

e Mr. Reddig replied the contract negotiations were not with AFSCME but with Republic on
the contract itself for the sanitation service,
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City Council President Williams mqu:red when the contract would come before City Council, as
she has not seen it yet.,

* Mr. Reddig noted the contract would be advanced to City Council once the contract
terms are agreed upon with Republic.

City Council President Williams asked Mr. Reddig how many employees would be hired with
Republic.

s Mr. Reddig noted 13 employees would be moved from the City to Republic and three
employees will remain within City operations to collect the parks and recreational
facilities as well as enforce the refuse collection related issues.

* Mr: Philbin also noted the terms of the agreement, which are being worked on currently
pertain to the transfer of employees to Republic and the public education component.
It is anticipated that it should be completed in approximately 10 business days. In the
interim, Mr. Philbin offered to meet with her to discuss and review the power point from
Republlc

City Council President Williams noted she would like to have that meeting.

City Council President Williams asked Mr. Reddig to confirm the total number of pieces the City
had to dispose of from the fleet equipment.

» Mr. Reddig noted the fleet management recommended the City dispose of 26 pieces.
City Council President Williams had no further comments.
Mr. Lighty had no comment.
Mr. Philbin had no comment.

Public Comments

Mr. Lynch asked if there were any public comments. Hearing none, Mr. Lynch called this
meeting adjourned at 9:04 a.m.

Approved this 9™ day of October 2013,

Orne s M ebonans™

Secretary - Anne Morrow

William B. Lynch
Receiver for the City of Harrisburg




MINUTES
MUNICIPAL FINANCIAL RECOVERY ADVISORY COMMITTEE'
FOR THE CITY OF HARRISBURG
October 23, 2013
8:30 a.m.
Council Chambers

Present: William B. Lvnch, Receiver

Fred W. Lighty, Esquire (Alternate), Dauphin County Board of Commissioners
Anne Morrow (Recording Secretary)

Absent: Mayor Linda Thompson (Robert Philbin, Chief of Staff, attended as Mayor’s
alternate)
Wanda Williams, City Council President
Doug Hill, County Commissioners Association of Pennsylvania (Governor’s
Appointee)

Reports
Mr. Lynch called the Municipal Financial Recovery Advisory Committee meeting to order at
8:36 a.m.

Mr. Lynch asked the Committee members if there were any corrections or addendums to the
minutes from the October 9, 2013 Committee meeting.

Hearing none, Mr. Lynch said the minutes stand approved and would be posted to the
Receiver’s website. .

Mr. Lynch asked Mr. Reddig to provide an update on the implementation of the confirmed
Harrisburg Strong Plan.

Operational Issues
¢ Over the last 2 weeks, the Receiver’s Team has continued working with City Council,

the Mayor’s office and others on the continued implementation on the various elements
of the Harrisburg Strong Plan as confirmed by the Court on September 23. OTR has
also addressed the appeal filed by City Controller Dan Miller and has taken those
actions necessary to respond to the appeal. Late yesterday Commonwealth Court
issued an order dismissing his objection due to its untimely filing and lack of standing.

e Without question, the Harrisburg Strong Plan represents a significant and positive
milestone for the City and sets a new course. One that fully eliminates the debt on the
RRF, provides balanced budgets thru at least 2016, provides an ongoing revenue
stream from the parking assets and provides needed resources for capital infrastructure
needs of the City as well as economic development and also to address the City’s OPEB
liabiiities. »

* The OTR has continued to work on various operational elements of the Plan as we move -
forward on that front. To address several of those on the personnel front, the City
continues to actively recruit for approximately 61 positions. As reported at the last




meeting the Budget Manager position was filled with the promotion of the Accounting
Analyst. The City will now move to fill the Analyst position. Fifteen of the positions
being recruited are Fire positions previously approved by the Receiver’s Office.
Following the written exam and the 57 individuals that passed, letters were sent out to
those 57 individuals that they were eligible to proceed to the next phase of the testing,
which is the physical exam, which will be administered on December 7. The next Fire
Academy class will start March 4, 2014, 1t is anticipated that those 15 positions will be
filled and hired and be able to enroll in the March class. Materials for the promotional
exam In the Fire Department have also been developed and notification letters were
sent to all eligible fire personnel that they may apply for the promotional exam for the
positions of Battalion Chief, Fire Captain and Fire Lieutenant. Applications are due by
November 15 and the exam is to be administered on February 12, 2014,

Twenty-six of the positions are Police Officer positions and at the request of the City,
OTR has approved filling 20 Officer positions. As we have reported, the City has
participated in the Dauphin County Police Chief's Associations in a joint testing
consortium that shared the cost of Police Officer recruitment. Following the closure of
the application process and the physical exam, 246 candidates took the written exam
and 216 passed. On September 25, supplemental application materials were mailed to
the 216 candidates requesting they complete the application and file by October 21,
We are currently assessing the responses that occurred to that request. The next
Police Academy class will start January 13, 2014. It is anticipated that 8 to 12
candidates will be hired within the next 4 to 6 weeks and enrolled in that January class,
Due to the transfer of the water and sewer operations to THA, actions on vacancies in
these Bureaus are on hold. Other positions that are currently being recruited include a
Help Desk/PC Speclalist, 2 Codes Officers, Fieet Manager, Sanitation/Recycling
Manager, Demolition Specialist and Deputy Economic Development Director.

The Office of the Receiver continues to work with the City and Harrisburg Parking
Authority (HPA) to consider qualified personnel from HPA to fill those vacancies as they
occur,

Maher Duessel continues work on the 2012 audit. Additional information was needed
on the FEMA funding due to the amount of funds received and its treatment in the
audit, which slowed the auditors work down. At this point, we anticipate their draft
audit should be completed by late October/early November and following the City’s
response the audit issued shortly thereafter.

The 2014 budget development is underway and department meetings have recently
been concluded. The OTR has offered assistance to the City as necessary to Insure the
2014 budget process remains on track as we move through the latter stages of the year

Contract negotiations continue with Republic Services, the selected firm for the Solid
Waste Management/Collection Contract. The proposals will include both single family,
multi-family as well as commercial collection. Planned implementation date is
scheduled for early 2014. A robust information and educational program is being
planned by the City In concert with Republic and will be undertaken to inform
businesses and residents of the changes.




¢ As reported at the last meeting, Marsh USA was selected as the broker for insurance
brokerage services. The new brokerage service will result In further cost savings and
over the last several weeks has been put in place to coincide with the City’s renewal
schedule. The new contract consolidates insurance coverage for the City and includes
property, liability, vehicle, public officials, errors and omissions, workers compensation
as well as risk management component. The initial term will be 1 year with the ability
to renew for an additional 2 years.

- o The kick off meeting for the update to the City’s Comprehensive Plan was held last
"Wednesday evening ‘at Harrisburg High School The Mayor hosted the meeting with
presentations by Mullin & Lonergan Associates, the City’s consultant, and CREDC, who
will be developing the economic development strategy. The presentations on the scope
of work were provided to all in attendance and the comments received were from
approximately 40 individuals who attended. Mullin & Lonergan will be preparing the
Comp Plan update and the Housing strategy elements. Their work will be ¢coordinated
with CREDC who will prepare the Economic Development strategy. Some of the
comments received at the meeting included the need to insure environmental issues as
well as transportation issues were adequately addressed in the process. It is
anticipated the entire process will take approximately 15 to 18 months to complete.
There have been six regions of the City specifically identified for unique focuses. There
will be ample opportunities provided to the public as we move through the various

- stages of the process. At this point, the first stages involves data gathering.and Mullin
& Lonergan has embarked upon on that effort.

» The City continues to proceed with implementation of the Fleet Management
recommendations. To date approximately $28,000 has been realized from the
disposition of 16 pieces of equipment. This already exceeds the study’s estimate of the
proceeds from the disposition by about $10K and there are approximately 10 additional
pieces of equipment to be disposed.

e The City has recelved two payments totaling approximately $2.1M from the July artifact
sale. Following approval by the Court payment has been made to Metro Bank of those
proceeds. The next phase of the sale occurred on October 8 and 9 in New York and
that sale involved the various paper documents. Preliminary estimates indicated this
sale should yield an additional several $100K.

¢ It is our understanding the IAFF voted on a contract proposal earlier this week. We
have contacted thelr bargaining representatives and are awaiting a report on the
specifics of the vote., Negotiations have been completed with the AFSCME and FOP
bargaining units and those contract modifications have been approved by the respective
memberships and by City Council with major provisions of those contract modifications
going into effect November 1, The AFSCME bargaining unit for HPA has also approved
their contract modification.

Cash Flow
» The Receiver’s Office continues to monitor City’s expenditures inciuding the review of
payables on a bi-weekly basis. Since the last meeting, we have reviewed the October
24 check-run-and provided a response to the City.




This check-run totals slightly over $3M. The largest expense Is to M&T Bank Trust for
approximately $2.1M or 70% of the total for the police pension payment. It involves
the receipt of the State Aid for pensions that were received earlier In October. The next
largest payment is to the City Treasurer for $477K, which includes payments to various
insurances including Highmark Blue Shield, Express Scripts and Dental Insurance. The
next largest payment was to Marsh USA for approximately $90K for the initial payment
on some of the insurance renewals.

The City continues to generally be up to date with its payables. The receipt of the State
Aid for pensions and the DCED grant for public safety services has greatly improved the
cash flow. Payables on hold after this check-run total approximateiy $4.5M, which is
$350K lower than payables on the October 10 check-run. Approximately $1.8M or 40%
relate to various debt service obligations and $1.7M relate to insurances and utilities.
The debt service amount has been reduced with the payment to Metro Bank as a result
of the receipt of proceeds from the artifact sale. Payments due that are over 60 days
total just under $2M with 99% represented by payments to Sun Trust, Pennsylvania
Infrastructure Bank, Capital Area Transit, PPL and City Treasurer for various insurances

A review of the cash position shows that the City had a cash balance of $8.25M as of
October 17, their highest balance since the spring. The significant increase was due to
the receipt of the State Aid for pensions of $2.6M and DCED grant of approximately
$4.5M both received in early October. Following the October 24 check-run and payroli,
the City’s cash balance will be slightly over $4M.

' Though the City's cash flow deteriorated in September with the receipt of the State Aid

for pensions and the DCED grant for public safety services has provided a significant
cash infusion that should address payables and payroll over the next several months.

The consummation of the Harrisburg Strong plan and closing on the various elements of
the Plan remains a critical element for the City to fulfill all of its obligations thru year-
end. We continue our focus heavily on consummating the various deals and are looking
at a fallback position that should, with closing on some of those transactions, drift into
the early part of 2014 that we are able to deal with critical payments and bridge the
gap between the end of 2013 and the eariy part of 2014, The Receiver’s Office Is
currently exploring several different options and will be advancing comments on those
as we move through the next month.

Asset Monetization

With the confirmation of the Harrisburg Strong Plan, a lot of focus continues on those
transactions if they do close by the end of the year. Those documents for the most part
are in place. The various elements for the RRF are generally in place. The waste
disposal agreement with LCSWMA has been approved by the Harrisburg Authority, City
Councll and most recently signed by the Mayor.

'Likewise, confirmation of the Plan allows the monetization of the City’s parking facilities

to move forward with significant effort béing focused particularly on the parking
transaction over the last several weeks. Since the last meeting, AEW who was to serve
as the Asset Manager informed the OTR they made a business decision to withdrawal
from the transaction. Their narmal business model involves managing liquid assets
such as pension investments and other types of liquid assets. The parking transaction
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did not really fit their model. The OTR along with Guggenheim are currently talking
with several other firms that provide this type of service and anticipate a replacement
being identified in the near term. The OTR provided a briefing on the status of the
transaction last week at the PEDFA Board meeting. We addressed various questions
PEDFA had which related to the AEW decision.

» Another prerequisite of the transaction is action by the Local Government Commission
(LGC) on the two Intergovernmental Cooperation agreements that are needed. One is
between the City and PEDFA and the sacond is between the City and DGS. We had filed
the agreements with the LGC the beginning of October, At their meeting last week they
took action to say that both agreements were consistent with the authority of the
municipality to delegate certain responsibilities to State agencies. They provided us
with a letter so stating and as part of their review they also provided us with various
advisory comments for consideration by the OTR. We are currently reviewing and
addressing those comments as appropriate and integrating some of that language into
the documents, the asset transfer agreement in particular, but getting through the LGC
review process was a significant hurtle that has been accomplished over the last several
weeks. Those agreements will now be advanced to the City for the City’s action.

e Work likewise continues to implement provisions of the Strong Plan that provide for the
transfer of operational responsibility for the water and sewer operations to THA as
indicated. This is one of the conditions of the $26M loan from PENNVEST. The
upgrades to the wastewater treatment plant that will be undertaken by THA are
necessary to address compliance issues related to the Chesapeake Bay and Clean Water
Act requirements. The transfer will consolidate the administrative, operational and
financial responsibilities for the water and sewer operation into an operating authority.

¢ Implementation steps continue as our efforts focus on the timely consummation of the
various transactions of the confirmed Plan and the continued implementation of the
operational elements of the Plan. The ability to achieve a consensual solution though
represents a significant accomplishment. It is a model that can be replicated in other
similar situations. Credit goes to the City’s creditors - AGM, Dauphin County, Covanta,
CIT, AMBAC and others along with the City’s bargaining units as well as the Mayor and
Councit for coming to the table and recognizing the value of a consensual resolution as
opposed to costly and time consuming litigation. Mr. Reddig called attention to the
Detroit situation as they enter Bankruptcy Court today to determine whether they are
even eligible to file for Chapter 9 petition. The City has received much favorable
publicity from various financial publications around the country as well as other
publications on its ability to reach a consensual solution to its fiscal difficulties. This
provides an excellent springboard for the City to move forward with its community and
economic development initiatives that will strengthen the City’s tax base and provide
for a bright and promising future.

Michael Hughes, the Department of Administration’s City Tax & Enforcement Officer, provided
an update on the Act 47 implementation for the City of Harrisburg, '

e Mr., Hughes noted the Administration continues to Implement the Harrishurg Strong
Plan while working closely with the Office of the Receiver and all plan partners. As
major transactions around the City’s assets accelerate, so do the administrative and
operational activities in support of those transactions.
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-On behalf of the Mayor and Chief Operating Officer, the Administration continues to

aggressively implement the Harrisburg Strong Plan initiatives.

Of the 132 initiatives in the Harrisburg Strong Plan pertaining to the Administration,
approximately 45% have been completed to date; 37% are in progress and the
remaining 18% are pending actions by other parties beyond the control of the
Administration.

The following are some of the highlights of departmental and bureau accomplishments for this
reporting period:

The Department of Administration held a public hearing on October 16 to announce the
City of Harrisburg Comprehensive Plan and Economic Development Strategy. As called
for in the Harrisburg Strong Plan, this Initiative will begin an 18-month process, which
will culminate in a comprehensive, housing, zoning, infrastructure and neighborhood-
based economic development strategy and plan for the post-recovery of the City. The
City anticipates completion of Phase 1 research and Phase 2 current situation analysis
by December 31. The remaining five phases of plan development will occur throughout
2014. The scope of work for the planning process has been reviewed and approved by
the Office of the Receiver and DCED. The completed plan will be brought to City
Council for approval.

CREDC and Mullin and Lonergan have developed economic development components as
part of the City’s Comprehensive Plan. These components will also enhance the City’s
long-term Economic Development Plan.

A $4.504M DCED grant to provide public safety services for the period July 1, 2013 to
December 31, 2013 to Commonwealth bulldings and employees within the City limits
was recelved by the City this month, positively impacting General Fund cash flow for
the 4™ quarter.

The Bureau of Human Resources continues to process personnel initiatives pertaining to
the transfer of water, sewer and operations and revenue staff to the reorganized Water
and Sewer Operational Authority. The Bureau continues to assist those sanitation
employees who wish to transfer from the Department of Public Works to' Republic
Services, the vendor selected to provide sanitation collection and disposal service to the
City. Additionally, the Bureau continues to implement contractual changes for AFSCME
and FOP City employees.

The Law Bureau continues to process legal documents around Harrisburg Strong Plan
monetization transactions, dealing with complex matters relating to The Harrisburg
Authority transfers, incinerator sale, outsourcing of the City’s sanitation servuces and
related matters.

The Department of Public Works_continues to implement various initiatives and projects
in support of the Harrisburg Strong Plan.

The Recycling Program has been reviewed and the City will accelerate recycling public
educational activities in advance of the February 2014 start of private sanitation




services in the city, Itis anticibated that the percentége of city recycled trash will
Increase significantly over the next two years in compliance with DEP,

Contract negotiations are nearing completion with Republic Services and a review with
City Council. A public announcement of the contract will follow in the near future.

As called for in The Harrisburg Strong Plan, water and sewer functions, assets and staff
will be transferred to The Harrisburg Authority in early November. Water, sewer and
sanitation billing, collections and depositing procedures are in process and a shared
services fee arrangement has been developed to accommodate the transition through
the end of 2013.

The Public Works Department has located two options for relocating the VMC upon
completion of the incinerator sale. A decision will be finalized this week and site
preparation will begin immediately thereafter.

A street light LED study has been completed and final negotiations are underway with
Phillips Corporation to provide and install approximately 4,500 LED lights throughout
the City. Estimated savings in utility costs is approximately $400,000 per year and the
savings will be used to pay off the estimated $2.4M upgrade in City lights over
approximately 7 years. There will be no out of pocket cost to the City and the
Administration will announce more details concerning this project in the near future.

The Department of Administration’s Bureau of Financial Management reports the following
activities:

The 2012 audit is progressing on schedule. The Administration anticipates publicly
issuing the 2012 Comprehensive Annual Financial Report (CAFR) and related audit
reports approximately mid-November.

The City remains in compliance with its financial reporting obligations to the secondary
bond market.

Development of the City’s 3™ Quarter Fiscal Report is underway and will move to City
Council by November 14.

The 2014 Proposed Budget development process continues. Departmental narratives
have been distributed for update and revenue projections have been completed. A gap
analysis is being developed to determine the difference between known revenues and
requested expenditure appropriations before submitting the 2014 Requested Budget to
the Mayor and COO for review. The Mayor’s proposed 2014 budget will be presented to
City Council on November 26.

The Tax & Enforcement Office continues to implement and enforce revenue-producing
initiatives. The penalty and interest rates were increased for the business
privilege/mercantile tax, and have already realized a 55% increase in the amount of
penalties received for this period as compared with last year.

The Tax & Enforcement Administrator is working with the Law Bureau to implement a
comprehensive tax amnesty program that will incorporate not only the Local Services




Tax but will also include the business privilege/mercantile and amusement taxes. We
will be coordinating with the Capital Tax Collection Bureau and Harrisburg School
District to properly advertise, coordinate and conduct this amnesty program next year.
The City is currently receiving ongoing payments from MuniServices who the City
contracted to provide discovery and audit services for mercantile/business privilege and
amusement taxes.

e The Bureau of Economic Development is restructuring the Revolving Loan Fund to
include new underwriting guidelines and palicies as well as targeting MBEs and WBEs as
potential borrowers. The Loan Review Committee will meet in early November to
complete remaining action steps.. The Bureau is advertising for a Deputy Director of
Economic Development to assist with the Long Term Economic Development Plan,

e The Bureau of Codes in conjunction with the Bureau of Human Resources will re-
commence advertising for two more Code Enforcement Officers. This addition will
facilitate and accelerate the demolishment of blighted properties.

 The Bureau of Planning has begun working with the Tri County Planning Commission
this month to position Harrisburg land use, travel, employment, and congestion and
traffic volume projects in the Harrisburg Area Transportation Study, 2040 Regional
Transportation Plan,

o The Bureau of Housing, in conjunction with consultants, Is developing a comprehensive
housing strategy, which will be completed in 2014. The Bureau is reducing blighted
properties by working with the Harrisburg Redevelopment Authority (HRA). At the
October 15 HRA meeting, the Board of Directors - approved the exercise of HRA power of
Eminent Domain to acquire the property at 218 South 13" Street, so the blighted
property could be reconfigured as a parking facility for a soon to be built pharmacy.

o The City Administration remains committed to the operatlonal implementation of the
Harrisburg Strong Plan as it continues to shape the government of the City to the
benefit of its citizens, workers and visitors.

Mr. Lynch thanked Mr. Hughes and Mr, Reddig for their reports.

Mr. Lynch recognized two long time City servants who are about to retire - Robert Kroboth and
Steve Zimmerman. Mr. Lynch thanked them for their service and noted they each served in
excess of 20 years.

Committee Comments

Mr. Lynch asked for committee member comments.

Mr. Lighty had no comment.

Mr. Philbin had no comment.

Public Comments

Mr. Lynch asked if there were any public comments.




Mr. Bill Cluck, City resident

.

Mr. Cluck requested to have the implementation reports that are given at these
meetings posted on the Receiver’s website subsequent to each meeting and before the
minutes are approved at the next meeting due to the importance of these reports and
to better educate the public. :

o Mr. Lynch replied he sees no reason why these reports could not be posted to
the website subsequent to each meeting.

Mr. Cluck noted he attended the Comprehensive Plan meeting and thought it was
positive. He noted a legal issue has been raised pertaining to the Municipalities
Planning Code (MPC), which says, “The governing body shall direct the Planning
Agency”. Mr. Cluck noted it is clear the governing body is City Council under the MPC
but noted the City does not have a Planning Agency Mr. Cluck asked how this process
“legally” is suppose to happen. He noted it is in the Receiver’s Plan and the Receiver’s
Plan directs the Mayor to begin a process to prepare a comprehensive plan and an
economic development and housing strategy. Mr. Cluck questioned the inter-
relationship and asked if Act 47 preempts the MPC? Mr. Cluck would iike to head off
any legal challenges that may arise. The fact that City Council has not approved the
contract with Mullin & Lonergan may also raise a similar issue.

Mr. Cluck addressed privatizing and waste collection and reiterated his question from
the September 25 meeting as to whether City Council has to approve the contract. He
noted the response was that this was a legal question. Mr. Cluck inquired for a legal
answer on his question which is -~ Does City Council have to approve the contract or is
the position being taken that the Receiver’s Plan requires privatizing, therefore, that
preempts the Third Class City Code.

Mr. Lynch asked if there were any other public comments. Hearing none, Mr, Lynch called this
meeting adjourned at 9:10 a.m.

Approved this 23™ day of October 2013.

Wllllam B. Lynch Secretary - Anne Morrow
Receiver for the City of Harrisburg




MINUTES
MUNICIPAL FINANCIAL RECOVERY ADVISORY COMMITTEE
FOR THE CITY OF HARRISBURG
November 13, 2013
8:30 a.m.
Council Chambers

Present: Willlam B. Lynch, Receiver

Wanda Williams, City Council President

Fred W. Lighty, Esquire (Alternate), Dauphin County Board of Commlssioners
Doug Hill, County Commissioners Association of Pennsylvania (Governor's
Appointee)

Anne Morrow (Recording Secretary)

Absent: Mayor Linda Thompson (Robert Philbin, Chief of Staff, attended as Mayor’s
alternate)

Reports
- Mr. Lynch called the Municipal Financial Recovery Advisory Committee meeting to order at
8:32 a.m.

Mr. Lynch asked the Committee members if there were any corrections or addendums to the
minutes from the October 23, 2013 Committee meeting.

Hearing none, Mr. Lynch said the minutes stand approved and would be posted to the
Receiver’'s website.

In Mr. Reddig’s absence, Mr. Lynch read Mr. Reddig’s report on the update on the
implementation of the confirmed Recovery Plan.

Operational Issues

» Over the last 3 weeks, the Receiver’s Team has continued working with City Council,
the Mayor’s Office and others on the further implementation of the various elements of
the Harrisburg Strong Plan as confirmed on September 23 by Commonwealth Court.
With the election of Eric Papenfuse as Mayor, the OTR is now planning a series of
transitional meetings to assist the Mayor-elect in getting up to speed on Strong Plan
initiatives.

¢ Without question, the Strong Plan represents a significant and positive miléstone for the
City. It sets a new course. One that fully eliminates the debt on the RRF, provides
balanced budgets thru at least 2016, provides an ongoing revenue stream from the
parking assets and provides needed resources for capital needs and economic
development as well as help to address the City’s OPEB liabilities.

e The OTR continues work in cooperatlon with City officials in Implementing the various
operational related issues that are Included in the Harrisburg Strong Plan.




On the personnel side, the City continues to actively recruit for approximately 65
positions. There have been a number of recent retirements/resignations due to the
new contract provisions including several key management positions including Finance
Director Bob Kroboth, the Purchasing Manager, Fire Chief and IT Director. Based on the
City’s recent request approval has been given to fill the Staff Accountant/Analyst
position,

The OTR has also worked with the City to address critical vacancies in the Finance
Bureau. Interim arrangements have been made to engage Trout Ebersole & Groff to
provide interim financial management assistance through the end of 2013 with the
possibility of extending it into early 2014. Maintaining continuity in the Finance Bureau
is critical to addressing cash flow, payables and 2014 budget issues.

Fifteen of the positions being recruited are Fire positions previously approved by the
Receiver’s Office. A new Eligibility List is being developed. On Oct 2 letters were sent
to the 57 candidates who passed the written exam informing them they were eligible to
proceed to the next phase of testing - the physical ability test which will be
administered on December 7 and 8. Orientation sessions are being held in November
to assist candidates in preparing for the physical ability test. The next Fire Academy
Class will start March 4, 2013. It's anticipated that the 15 positions will be hired and
enroll in the March class.

Materials for a promotional exam have now been developed and notification letters
were sent to all eligible fire personnel they may apply for the promotional exam for
Battalion Chief, Fire Captain and Fire Lieutenant. Applications are due by November 15
and the exam will be administered on February 12, 2014,

Twenty-six vacancies are for Police Officer and at the request of the City, OTR has
approved the filling of 20 Officer positions. Supplemental application materials were
mailed to the 216 candidates requesting they complete the application and file by
October 21. Human Resource is conducting background checks on the top 35
applicants as part of the development of a new eligibility list. The background reviews
are to, be completed by November 22. The next Police Academy class starts January
13, 2014. It's anticipated that 8 - 12 candidates will be hired late this year and enroll
in the January class.

Due to the transfer of the water and sewer operations to THA on November 4, actions
on vacancies in these Bureaus ceased.

Other positions being recruited include a Help Desk/PC Specialist, 2 Codes Officers,
Fleet Manager, Sanitation/Recycling Manager, Demolition Specialist, and Deputy
Economlc Development Director.

The Office of the Receiver continues to work with the City and Harrisburg Parking
Authority (HPA) to consider qualified personnel from HPA to fill certain City vacancies as
they occur once the City has gone through their internal posting process.

The OTR is pleased to report that the 2012 audit has been completed by Maher Duessel-
and publicly issued on November 8. There was only a minimal delay in its completion
due to waiting on responses to certain representation letters. It should be noted that




the City has made tremendous progress in bringing its audits up to date with the
completion of the 2009, 2010, 2011 and 2012 audits all within the last 15 months. This
is a significant accomplishment and represents a major improvement in the City’s
financial management operation.

The Third Quarter Fiscal Report is in the process of being prepared and will be Issued by
the end of the week.

The 2014 budget development continues and Is on schedule with its completion by the
Administration and its submission to Council by November 26. The OTR is providing
additional support as needed to insure the budget process remains on track.

Based on a November 7 meeting of Council to discuss the RFP for sanitation services
and to meet with Republic Services, the finalist selected based on the RFP’s selection
criteria, OTR is suggesting that action on this issue be deferred in the short term.
Numerous questions and issues were raised that warrant further review.

Work also continues to implement the City’s various insurance coverages through Marsh
USA the selected broker for insurance services. The new brokerage service will result in
further cost savings and has been put in place over the last several weeks to coincide
with the City’s renewal schedule, Health Stop Loss coverage was renewed effective
November 1 and experienced only a 2.1% increase. The new contract consolidates
insurance coverage for the City and includes property, liability, vehicle, public officials,
errors and omissions, workers compensation as well as risk management services.

The update to the City’s Comprehensive Plan is underway following the October 16
kickoff meeting. Mullin & Lonergan Associates, the City’s consultant for the
Comprehensive Plan and Housing strategy is now in a data collection and research
mode that is- Phase 1 of the process. The scope of work involves 3 interrelated
recommendations of the Harrisburg Strong Plan - 1.) An update of the City’s
Comprehensive Plan, 2.) Development of a Housing Strategy and 3.) Development of
an Economic Development Strategy. M&L will be preparing the Comp Plan and Housing
strategy elements. Their work will be coordinated with CREDC who will prepare the
Economic Development strategy. The process will take approximately 15-18 months to
complete, The scope provides for a strong neighborhood focus involving 6 distinct
regions of the City with significant opportunity for public input at various stages.

The City continues to proceed with implementation of the Fleet Management
recommendations. To date $28,229 has been realized from the disposition of 11 pieces
of equipment. This already exceeds the study’s estimate of $18K by about $10K with
an additional 15 pieces of equipment still to be disposed.

The City has received two payments totaling approximately $2.1M from the July artifact
sale. Following approval by the Court payment has been made to Metro Bank. The
next phase of the sale occurred October 8 and 9 in New York City of various paper
documents and preliminary estimates indicated this sale should yield an additional
several $100K. We are waiting for a final tabulation from the sale.

We have received communication from the IAFF on terms for a contract modification
that they voted on the week of October 21, The terms of their contract vary from the
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City’s proposal and additional negotiations with the IAFF are anticipated. Negotiations
have been completed with the AFSCME and FOP bargaining units consistent with the
cost containment provisions of the confirmed Plan. The agreements have been
approved by their respective memberships and Council with major provisions of the
contract modifications went into effect on November 1. The AFSCME bargaining unit for
HPA has also approved their contract modification.

Fiscal issues - Cash Flow

¢ The Receiver’s Office continues to monitor City’s expenditures inciuding the review of
payables on a bi-weekly basis. Since the last meeting, we have reviewed the October
24 check-run and provided a response to the City. ’

e The November 7 check-run totals $804,576.41. The largest expense is to the City
Treasurer for $421,801 or 52% for the various health insurances including Highmark
Blue Shield, Express Scripts and Dental Insurance. The next largest payment is to
Rogele for $109,067 for paving work. The next largest payment is to Capital Area
Transit for $68,127 (2™ quarter payment).

* The City continues to generally be up to date with its payables. The receipt of the State
Aid for pensions and the DCED grant for public safety services greatly improved cash
flow in October. Payables on hold after this check-run total $3,534,092, which Is
approximately $1M, lower than payables on the October 23 check-run. This is primarily
the result of the payment to Metro Bank. $1,835,251 or 52% relate to various debt
service obligations and $1,558,066 relate to insurances and utilities. The debt service
amount has been reduced with the payment of the Metro Bank loan as a result of the
receipt of proceeds from the artifact sale. Those over 60 days total $1,958,958 with
99% represented by Sun Trust, PA Infrastructure Bank, Capital Area Transit, PPL and
the City Treasurer for various insurances.

A review of the cash position shows that the City had a cash balance of $5,937,057 as
of November 1. Following the November 7 check-run and payroll, the City’s cash
balance will be $4,009,541.

The receipt of the State Aid for pensions and the DCED grant for public safety services
in October provided a much-needed infusion that should address the most critical
payables through the next 6 weeks. Very close attention needs to be paid to vendor
obligations between now and year-end to insure adequate resources are available to
meet critical needs until the closing on the RRF and Parking transactions.

e The consummation of the Harrisburg Strong plan and closing on the RRF and Parking
transactions though is critical for the City to fully meet its obligations through year-end.

Although our focus is on consummating the transactions by year-end, we are also
pursuing cash flow alternatives should the closings drift into early 2014, This Is similar
to what occurred with cash flow the end of 2012 and early 2013. The OTR has reached
out to various financial institutions to discuss a possible TRAN for 2014, In contrast to
the last several years, a number of banks have expressed interest in discussing a TRAN
and a meeting with them is scheduled for later this week.




The City is currently in compliance with all financial reporting obligations. The City
posted on EMMA related to City’s audit not being completed by September 30.

Asset Monetization

With the confirmation of the Harrisburg Strong Plan, work continues with the
finalization of the various documents related to the sale of the RRF facility. Those
documents are for the most part in place. Last week the Redevelopment Capital
Assistance Grant contract for $8M was fully executed. The LCSWMA Waste Disposal
Agreement has now been approved by both Council and the Mayor.

Likewise, significant work has continued with the monetization of the City’s parking
facilities. Numerous meetings and correspondence has occurred with representatives of
Harrisburg First, PEDFA, DGS and OTR to work through the Asset Transfer Agreement
and other documents that are needed for this transaction. Since the last meeting,
Trimont Real Estate Advisors was selected to replace AEW as Asset Manager. Trimont
officials made presentation to PEDFA at their October 28 meeting on their background
and capacity to serve as Asset Manager, The Local Government Commission approved
the two Intergovernmental Cooperation Agreements - one between the City and DGS
and the other between the City and PEDFA at their October 16 meeting. The
agreements have now been advanced to the City for action.

Work likewise continues to implement provisions of the Strong Plan that provide for the
transfer of operational responsibility for the water and sewer operations to THA.
November 4 was the transfer date. A shared services agreement between the City and
THA will address how the two will coordinate their activities. The transfer is one of the
conditions of the $26M loan from PENNVEST. The upgrades to the wastewater
treatment plant that will be undertaken by THA are necessary to address compliance
issues related to the Chesapeake Bay and Clean Water Act requirements. The transfer
will consolidate the administrative, operational and financial responsibilities for the
water and sewer operation into an operating authority. In addition to PENNVEST's
requirement, this approach will address compliance with the Clean Water Act and the
Chesapeake Bay requirements and is an acceptable model for the Department of
Justice, EPA and DEP and is also favored by the suburban communities. The PENNVEST
loan is approximately half the amount needed for the upgrade with the balance to be
obtained through conventional financing.

Implementation steps continue as our efforts focus on the timely consummation of the
varlous transactions of the confirmed Plan and the continued implementation of the
operational elements of the Plan. The ablility to achieve a consensual solution though
represents a significant accomplishment. It is a model that can be replicated in other
similar situations. Credit goes to the City’s creditors - AGM, Dauphin County, Covanta,
CIT, AMBAC and others along with the City’s bargaining units as well as the Mayor and
Council for coming to the table and recognizing the value of a consensual resolution as
opposed to costly and time consuming litigation. This is in sharp contrast with what is
occurring right now in Detroit as they enter Bankruptcy Court today to determine
whether they are even eligible to file for Chapter 9 status. The City has received much
favorable publicity from various financial publications and others on the ability to reach
a consensual solution to its fiscal difficulties. The consensual resolution of Harrisburg’s
fiscal difficulties provides an excellent opportunity for the City to move forward with




'community and economic development initiatives that will strengthen its tax base and

provide for a bright and promising future.

Dr. Brenda Alton, Director of the Department of Parks, Recreation & Enrichment provided an
update on the Act 47 implementation for the City of Harrisburg.

Dr. Alton noted the Administration continues to implement the Harrisburg Strong Plan
while working closely with the Office of the Receiver and all plan partners. As major
transactions around the City's assets accelerate, so do the administrative and
operational activities in support of those transactions.

On behalf of the Mayor and Chief Operating Officer, the Administration continues to
aggressively implement the Harrisburg Strong Plan initiatives.

Of the 133 Initiatives in the Harrisburg Strong Plan pertaining to.the Administration,
approximately 46% have been completed to date; 36% are in progress to be
completed; and the remaining 18% are pending actions by other parties beyond the
control of the administration.

The following are some of the highlights of the Administration Departmental and Bureau
accomplishments for this reporting period:

The Department of Administration has successfully transitioned the Operations and
Revenue Bureau and the Department of Public Works - Water and Sewer Bureaus, and
to the reorganized Harrisburg Authority as scheduled. Five Operations & Revenue staff,
28 Water, and 29 Sewer employees were transferred, a total of 62 employees. The
Administration continues to work closely with the authority to assure the orderly
transition of services to city residents.

The City Law Bureau continues to process legal documents supporting Harrisburg
Strong Plan monetization transactions, dealing with complex matters relating to the
Harrisburg Authority transfers, the Incinerator sale, the parking transactions and
related matters.

The Department of Administration’s Bureau of Human Resources continues to assist city
employees Involved in various transfers as a result of the Plan. The Bureau continues
to implement contractual changes for AFSCME and FOP City employees.

Fire Inspector class for all Fire Officers is scheduled to start in January 2014. Fire
Bureau members are going to start participating with the Fire Inspector for safety
inspections when available in the near future. We are also updating our data collection
software to better enable documentation of the inspections ’

False alarm fee schedule was adjusted and increases were made by Bill No. 1 of 2013,
which was passed by City Council and signed Into law by Mayor Thompson on October
23, 2013, This Inltiative is completed.

The Department of Public Works continues to implement various initiatives and projects
in support of the Harrisburg Strong Plan.




The Recycling Program has been reviewed and the City will accelerate recycling public
educational activities in advance of the February 2014 start of private sanitation
services in the City, It Is anticipated that the percentage of recycled City trash will
increase significantly over the next two years, Preliminary indications are that the City
will greatly improve sanitation efficiency and save taxpayers approximately $900,000
per year.

Contract negotiations are nearing completion with the selected vendor and a meeting
with City Council will be scheduled to further review the contract before signing. DPW
will also prepare a plan “B” cost/benefit analysis and comparison of the contract versus
the cost for City improvement to in-house sanitation collection and disposal capabilities.

The Public Works Department has selected an appropriate site to relocate the City’s
Vehicle Motor Center upon completion of the Incinerator sale. Operational staff
meetings were held and an architect is currently redesigning the property for
conversion to meet the DPW specifications. Interviews have been conducted for a Fleet
Manager,

A Street Light LED conversion study has been completed and negotiations are
underway with Phillips Corporation, a PA Department of General Services Costar
vender, to provide installation services for approximately 4,500 LED lights throughout
the City. Estimated savings in utility costs is approximately $300 - 400,000 per year
and the savings will be used to pay off the estimated $2.4 million upgrade over
approximately 7 years. There will be no out of pocket cost to the City.

The Department of Administration’s Bureau of Financial Management reports the following
activities:

The 2012 Audit is completed and will be available to the public this week.

The City remains in compliance with its financial reporting obligations to the secondary
bond market.

" Development of the City’s 3™ Quarter Fiscal Report Is underway and will be brought to

City Council by November 14.

The 2014 Proposed Budget development process continues. Departmental narratives
have been distributed for update and revenue projections have been completed. A
“Gap Analysis” process is under review now before submitting the 2014 Requested
Budget to the Mayor for review. The Mayor’s Proposed 2014 will be presented to City
Council on November 26.

The Department of Administration City Tax & Enforcement Office continues to
implement and enforce the revenue producing initiatives related to this office. Penalty
and interest rates were increased for the business privilege/mercantile tax, and the City
realized a 55% increase in the amount of penalty received for this period of the current
year as compared with last year.

The Tax & Enforcement administrator is working with the Law Bureau to implement a
comprehensive tax amnesty program that will incorporate not only the Local Services




Tax, but will include the business privilege/mercantile and amusement taxes.” The City
will coordinate with the Capital Tax Collection Bureau and the School District of
Harrisburg to advertise, coordinate and conduct this amnesty program next year.

e The City is currently receiving ongoing payments from MuniServices who the City
contracted to provide discovery and audit services for mercantile/business privilege and
amusement taxes.

e The Bureau of Economic Development has restructured the Revolving Loan Fund to
include a Loan Review Committee, new underwriting guidelines and policies as well as
targeting MBEs and WBEs as potential borrowers. It is not anticipated that loans will be
issued before December 31, The Bureau continues to advertise for a Deputy Director of
Economic Development to assist with the Long Term Economic Development Plan.

¢ CREDC and Mullin and Lonergan continue to develop preliminary research and Economic
Development components as part of the City’s Comprehensive Plan.

* The Bureau of Codes in conjunction with the Bureau of Human Resources continues to
advertise for two Code Enforcement Officers. The addition of two Code Enforcement
Officers will facilitate and accelerate the demolishment of blighted propertles.

» The Bureau of Planning is working with the Tri County Planning Commission to develop
Harrisburg land use, travel, employment and traffic and congestion projects in the
Harrisburg Area Transportation Study, 2040 Regional Transportation Plan.

» The City Administration remains committed to the operational implementation of the
Harrisburg Strong Plan as it continues to shape the government of the City of
Harrisburg to the benefit of its citizens, workers and visitors.

Mr. Lynch thanked Dr. Alton for her report.
Committee Comments
Mr, Lynch asked for committee member comments.

Council President Williams asked Mr. Philbin if the Department of Public Welfare prepared and
completed a Plan B Cost Benefit Analysis.

* Mr, Philbin replied the Cost Benefit Analysis would take approximately two weeks before
completion. City Council will then make thelr analysis between outsourcing verses the
investment to expand out to other services in the City.

Council President Willlams inquired on the status of a Fleet Manager.

e Mr. Philbin replied a couple of interviews have been completed and one is scheduled.
After which, a decision and offer wiil be made.

Council President Williams noted the City has been trying to hire two Codes Officers and
Inquired on the status.




 Mr. Hagerich noted that with the elimination of the City residency it Is hopeful this will
bring more applicants that are qualified. This position will be advertised again in the
next 2 - 3 weeks.

Council President Williams asked Mr, Philbin if the contract for Mullin & Lonergan was
submitted to City Council.

e Mr. Philbin noted the contract has not been completed but a conference call is
scheduled for today. Mr. Philbin will check with the City Solicitor on the status of the
process regarding a completed contract.

Council President Williams asked Mr. Philbin to keep her updated on the status of this contract.

Council President Williams inquired if the positions for Sewer and Water have been
transitioned over to THA.

¢ Dr. Alton noted these positions have transitioned.

Council President Williams inquired on the status of the parking employees and noted she
understands that 50% of the employees would not be transitioning over to Standard Parking.
She also asked for a status update on the union.

o Mr. Philbin said he would provide her with an update on both.
Mr. Lighty had no comment.

Mr. Hill acknowledged the progress with the completion of the 2012 audit and particularly the
progress with the implementation of the Plan. He presumes the community recognition helped
the banks interest in offering a TRAN for next year. These are all positive signs on both the
fiscal outlook for the City as well as the commitment of leadership of the City in the Mayor's
Office, City Council and others in getting the Plan accomplished.

Mr, Lynch noted that a year ago banks would not even return our phone calls. This year four
banks are interested and a meeting is scheduled tomorrow. We are not sure If we will pursue
this direction but it is nice to have that option. Various institutions for the funding of the
. sewage treatment plant have also approached THA. This is all very positive.

Mr. Philbin noted as the natural transition occurs between Administrations and the natural
cycle of retirement occurs within the City that the Administration and members of the
Administration staff remain focused and dedicated on their mission to year-end.

Mr. Lynch agreed that this is a significant leadership challenge to keep people focused on jobs
and on the future In times of change. Meetings are scheduled with the Mayor-elect. We will
provide updates on where we are and get his direction as well.




Public Comments

Mr. Lynch asked if there were any public comments.

Mr. BIll Cluck, City resident

Mr. Cluck congratulated the City on the completion of the audit and City Council far
completing the parking, water and sewer deals. He also thanked the Receiver’s Office
and Mr, Reddig for assisting with the Host Municipality Benefit Fee and its utilization to
help with the Green Belt with the very Important project to stop erosion and
sedimentation along the Paxtang Creek.

Mr. Cluck noted he wasn't sure if the Advisory Committee is aware or received copies of.
communication, however, the Harrisburg Planning Commission passed a motion at its
last meeting critical of the process for the comprehensive plan. Specifically, noting that
it was unlawful that the Municipalities Planning Code requires the Planning Commission
to be the instigator in the process not to criticize the work that has been done with the
selection but the legal process needs to be done correctly or its subject to challenge in
court whenever that occurs,

Mr. Cluck noted for a couple meetings now that a street light LED conversion study has
been completed.. His understanding is that there are no public documents available
pertaining to this initiative. He inquired on the process, asked if the City believes that
Phillips is the sole source LED light supplier, and noted that this is not true. There are
multiple company’s that would like to compete for conversion of the City street light.
system to LED, solar or whatever, Mr, Cluck inquired if City Council is going to be
involved In this process. He asked that the City provide more detaif than what is In the
City’s report. '

Mr. Cluck also reported that he has read in the newspaper a couple letters to the Editor
complaining about commercial trash rates. Mr. Cluck noted he also has been contacted
by downtown businesses. He said some office buildings on State Street have had
significant increases in their trash collection and disposal without any notice. Mr. Cluck
noted he understands what City Council did a few weeks ago trying to deal with
containers and the frequency of pickup and changing the methodology on how they
calculate rates based on a container being full. Mr. Cluck is talking about people who
put garbage cans out In front of their office and are getting $50 a month increases. He
noted people are going to leave the City as the utility rates and trash rates increase.
He was told that City Council was going to have a public hearlng through the Public
Works Committee; however, that topic did not come up on the 7™ and apparently is not
on the agenda for this evening. Mr. Cluck Is bringing this Issue to the public’s attention
and Advisory Committee’s attention that there are some really upset businesses. Fifty
dollars a month for no reason Is a lot of money.

Mr. Cluck noted the work being done with economic development will go down the drain
if residents and businesses cannot afford to buy insurance because their flood insurance
premiums are tripling. Mississippi, Florida, Oregon and Massachusetts have all filed
lawsuits to stop the implementation of the 2012 Bigger Waters National Flood Insurance
Act. Legislation has been introduced by Maxine Waters, the sponsor of the Bill, with 95
co-sponsors. That would delay the implementation and the rate increase for another 4
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years. A reporter Is investigating this to write a story but the Governor's Office will not
return the phone calls. Harris County, Texas, did an economic Impact study on the loss
in property value and the loss in consumer spending power is in the “billions” in
Houston, Texas. What is the impact on Pennsylvania not just Harrisburg but the whole
state that has the largest number of rivers and streams in the country with the most
floods than any state in the country. Mr. Cluck sald he Is not reading about it and he is
not hearing about it. He asked the Advisory Committee to consider a resolution calling
on the Federal Government to delay the implementation of these rate changes and the
National Flood Insurance Program. At a minimum, he asked that we communicate to
the Governor’s Office our concerns on the Impact of the City of Harrisburg economic
development and recovery and suggest that they or DCED do an economic Impact study
to determine the Impact on ellminating the Federal subsidy for flood insurance. He also
encouraged residents to call their Congressman.

Mr. Lewis Butts, City resident

o Mr. Butts attended the meeting to talk about blight issues in Harrisburg. He noted
there are several State-owned buildings off of State Street bridge that are dilapidated
and deteriorating adding to the blight of the City. He inquired if the State does not
want to take care of them or take responsibility of these blight properties could the
State give them to the City. The State should make this priority and make sure the
buildings they own are compliant with applicable standards.

e Mr, Butts also noted that with CREDC being on the Economic Development Planning
Team there is some distaste on how CREDC views the citizens of Harrisburg as well as
thelr leaders. Mr. Butts asked that the City hesitate and look at other economic
development company’s within the City’s region regarding the future planning for the
City.

o Mr. Lynch asked Mr. Butts to provide him with the specifics after the meeting.

- Mr. Lynch asked if there were any other public comments. Hearing none, Mr. Lynch called this
meeting adjourned at 9:19 a.m. :

Approved this 13" day of November 2013.

00 2 L L Qs M)

William B. Lynch Y Secretary - Anne Morrow .
Receiver for the City of Harrisburg
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MINUTES
MUNICIPAL FINANCIAL RECOVERY ADVISORY COMMITTEE
FOR THE CITY OF HARRISBURG
December 11, 2013
8:30 a.m.
Council Chambers

Present: William B. Lynch, Receiver

Fred W. Lighty, Esquire (Alternate), Dauphin County Board of Commissioners
Doug Hill, County Commissioners Assoclation of Pennsylvania (Governor’s
Appointee)

Anne Morrow (Recording Secretary)

Absent: Mayor Linda Thompson (Robert Philbin, Chief of Staff, attended as Mayor's
alternate)
Wanda Williams, City Council President

Prior to the start of the meeting, Mr. Lynch respectfully recognized that Council President
Williams was not in attendance due to the recent tragedy her and her family had suffered, We
alt share in their grief and at times like this words are always insufficient. We hope it helps
just a little for our friend, Wanda, to know that she and her family are in our thoughts and
prayers. A moment of snlence was observed.

Reports
Mr. Lynch called the Municipal Financial Recovery Advisory Committee meeting to order at

8:34 a.m.

Mr. Lynch asked the Committee members if there were any corrections or addendums to the
minutes from the November 13, 2013 Committee meeting.

Hearing none, Mr. Lynch said the minutes stand approved and would be posted to the
Receiver's webslte,

- Mr. Lynch asked Mr. Reddig to provide an update on the implementation of the confirmed
Harrisburg Strong Plan.

- Operational Issues

¢ Since the November 13 meeting the Receiver’s Team has continued working with City
Councli, the Mayor's office and others on the further implementation of the various
elements of the Harrisburg Strong Plan as confirmed on September 23 by
Commonwealth Court. Considerable focus and effort has been placed on the various
activities related to the consummation of both the Resource Recovery Facility and the
parking monetization, which will be covered a bit later in this report.




With the election of Eric Papenfuse as Mayor, the OTR has engaged with the Mayor-
elect and his team in a series of transitional meetings to bring the Mayor-elect up to
speed with the range of activities the OTR is engaged in and to review the support that
the OTR has and will continue to provide on the further implementation of the Strong
Plan initiatives. Our goa! Is to assist in making the transition as smooth as possible.

The OTR continues work in cooperation with City officials in implementing the various
operational related issues that are included in the Harrisburg Strong Plan.

Personnel - City continues to actively recruit for approximately 67 positions. There
continue to be a number of retirements and resignations across various departments
that are occurring and have occurred over the last several months and that will
continue thru the end of the year. There have also been a number of key management
positions vacated including Finance Director Bob Kroboth, HR Dlrector Deb Felker, the
Purchasing Manager, Fire Chief and IT Director.

The OTR has worked with the City to address critical vacancies in the Finance Bureau.
Interim arrangements have been made to engage Trout Ebersole & Groff to provide
Interim financial management assistance through the end of 2013 and possibly
extending into early 2014, The OTR also provided approval to the City to fill the Staff
Accountant/Analyst position and recruitment is underway. Maintaining continuity in the
Finance Bureau is critical to addressing cash flow, payables and 2014 budget issues.

Fifteen of the positions being recruited are Fire positions previously approved by the
Receiver’s Office. A new Eligibility List is being developed. The physical ability test was
administered on December 7 and 8 to the 57 candidates who passed the written exam.
Orientation sessions were held in November to assist candidates In preparing for the
physical ability test. The next Fire Academy Class starts March 4, 2014. It's
anticipated the 15 positions will be hired and enroll in the March class. Materials for a
promotional exam have also been developed and notification letters were sent to all
eligible fire personnel that they may apply for the promotional exam for Battalion Chief,
Fire Captain and Fire Lt. Applications were due November 15 and the exam will be
administered on February 12, 2014,

Twenty-six vacancies are for Police Officer and at the request of the City, the OTR has
approved filling of 20 Officer Positions. Background reviews were completed by
November 22 on the top 35 candidates on the Qualified Eligibility List. Of the 35
candidates, 11 withdrew during this phase of the process and 7 were disqualified as a
result of the background review. The remaining 17 are being scheduled for pre-
employment interviews, which are to be held December 11, 12 and 16. The next Police
Academy class starts January 13, 2014. It's anticipated that 8-12 candidates will be
hired by the end of the year to enroll in the January class.

Promotlonal exam materials have also been made available to all eligible police
personnel for the positions of Lieutenant, Sergeant and Corporal. The promotional
exam and oral interview wili be administered for these positions January 25, 2014.

Due to the transfer of the water and sewer operations to THA on November 4, actlons
related to vacancies in these Bureaus ceased. Other positions being recruited include a




Help Desk/PC Specialist, 2 Codes 'Officers, Fleet Manager, Sanltation/RecyclIhg
Manager, Demolition Specialist, and Deputy Economic Development Director.

Now that the City’s 2012 audit has been released and the City’s audits are up to date, a
significant impediment to financings by not only the City but also THA has been
removed. It should be noted that the City has made tremendous progress over the last
15 months in bringing its audits up to date with the completion of the 2009, 2010, 2011
and 2012 audits. It's now almost time to begin work on the 2013 audit.

The OTR has assisted the Administration with 2014 budget development issues and the
Mayor’s proposed budget was submitted to Council on November 26. Council is now
going through its review of the budget with final adoption scheduled for later this
month.

Based on a November 7 meeting of Council to discuss the RFP for sanitation services
and to meet with Republic Services, the finalist selected based on the RFP’s selection
criterfa, the process has been halted. The numerous questions raised at that meeting
warrant further review and consideration. Although implementation was initiaily
planned for early 2014, the OTR would like to further discuss the sanitation services
issue with the new Administration and Council and resolve these issues prior to
proceeding further. On November 27. Chief Operating Officer Bob Philbin provided
Council and others with a summary of the current status of the RFP process and
identified 3 courses of action.

1. Approve the current RFP-selected vendor
2. Re-bid the vendor selection process
3. Upgrade DPW staff and equipment capabilities

Those options will be given further consideration as we move forward.

Work has also continued to implement the City’s insurance policies through Marsh USA,
the selected broker for insurance services. The new brokerage service will result in
further cost savings and has been put In place over the last month to coincide with the
City’s renewal schedule. The new contract consolidates insurance coverage for the City
to include property, llability, vehicle, public officials, errors and omissions, workers
compensation insurances as well as risk management services.

The update to the City’s Comprehensive Plan has been placed on hold at this time.
Several questions have arisen with respect to the process and the role of the Planning
Commission. The development of a solid economic development and housing strategy
are vital to the City’s recovery. Mullin & Lonergan Associates work to date has only
involved initial data collection that is part of the Phase 1 process. . The scope for the
review includes 3 interrelated recommendations that are elements of the Harrisburg
Strong Plan - 1.) An update of the City’s Comprehensive Plan, 2.) Development of a
Housing Strategy and 3.) Development of an Economic Development Strategy. It is
anticipated that the process will take approximately 15-18 months to complete. With
the scope providing for a strong neighborhood focus involving 6 distinct regions of the
City and the significant opportunity for public input at various stages of the process.
This matter is also being discussed with the new Administration and look to restart that
process early in the coming Administration.




The City continues to proceed with implementation of the Fleet Management
recommendations. To date $28,229 has been realized from the disposition of 11 pieces
of equipment. This already exceeds the study’s estimate of $18K provided in the study
with an additional 15 pieces of equipment still to be disposed."

The City has received payments totaling approximately $2.1M from the July auction of
various Wild West artifacts. Payment of this amount has been made to Metro Bank
following the Court’s approval for the use of the proceeds. The second phase of the
sale occurred in October in New York City, This involved various paper documents and
estimates provided by the auction house indicated the sale yielded an additional
approximately $300K. Receipt of the funds has been delayed slightly due to challenges
on some of the sales. However, it is anticipated that funds will be received by the City
before the end of the year for the remaining proceeds from the sale.

We have continued communication with the IAFF on terms for a contract modification.
Ongoing discussions have been taking place. There is a remaining issue that we are
trying to resolve relieve to the pension proposal. We have been in discussion with
PMRS (Pennsylvania Municipal Retirement System) that administrators the fire pension
program for the City to try to resolve this issue. It is anticipated a vote by the
firefighter’s union will be occurring prior to the end of the year.

Fiscal issues - Cash Flow

The Receiver’s Office continues to monitor City’s expenditures including the review of
payables on a bi-weekly basis. Since the last meeting we have reviewed both the
November 21 and December 5 check-runs and provided a response to the City.

The November 21 run totaled $1.5M though this run included the payment of $338K to
HPA for the 3™ quarter parking tax payment. At the recommendation of the OTR, this
payment has been held until the parking monetization closes. We were in contact with
HPA’s Executive Director to discuss this matter and he agreed that the payment could
be held until the closing on the parking transaction. Beyond that payment, the largest
expense on the November 21 check-run was to Marsh USA for almost $650K for various
insurance policy renewals and to the City Treasurer for $361K for the various health
insurances.

The December 5 check-run totaled $891K with the largest payment to the City
Treasurer for $552K (62%) for various insurances including Highmark Blue Shield,
Express Scripts and Dental Insurance. The next largest payment was to PPL for $195K
for electrical services. However, with the recommendation of the OTR, only the August
and September Invoices totaling approximately $62K were paid in an effort to conserve
cash as we move through the month of December and until we reach Plan
consummation. ~

The City continues to generally be up to date with its payables. The receipt of the state
aid for pensions and the DCED grant for public safety services along with the holding of
the parking tax payment has greatly improved cash flow during the October and
November time periods Payables on hold after the December 5 check-run total $2.7M,
which is approximately $800K lower than payables on the November 7 check-run., Of
this amount approximately 68% relate to various debt service obligations and another
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21% relate to insurances and utilities. The debt service amount has been reduced with
the payment to the Metro Bank as a result of the artifact sale. Obligations over 60 days
total $2.1M with 99% represented by payments to Sun Trust, PA Infrastructure Bank,
Capital Area Transit, PPL and the City Treasurer for various insurances.

A review of the cash position shows that the City had a cash balance of $4.5M as of
November 27. Following the December 5 check-run and payroll, the City’s cash balance
will be just under $2.6M. We feel that amount should be adequate to handle the
upcoming check-run and payroll that will be processed next week. We are asking that
the City closely monitor payables being advanced for payment and we will be reviewing
very closely payables for next week’s check-run at the end of this week.

The consummation of the Harrisburg Strong Plan and closing on the RRF and parking
transactions though are critical for the City to fully meet its obligations through year-
end.

Although our focus is on consummating the transactions by year-end, we are also
pursuing cash flow alternatives should the closings drift into early 2014. This is similar
to what occurred with cash flow the end of 2012 into early 2013. The OTR met with
various financial institutions to discuss a possible TRAN for 2014 during the month of
November, Upon receiving a positive response from the institutions, an RFP was issued
with responses due on December 20.

The City continues to be in compliance with all financial reporting obligations. The City
posted on EMMA notices related to the non-payment of RRF bonds that were due
December 1. It also posted in mid-November the information relative to the release of
the 2012 audit.

Asset Monetization

All documents including the waste disposal agreement with the City and other
documents related to the sale of the RRF were finalized and that issue has gone into the
marketplace.  Yesterday, LCSWMA (Lancaster County Solid Waste Management
Authority) experienced a very successful day in the bond market. These bonds were
well received and the bond purchase agreement is expected to be signed today. We
expect the purchase price for the RRF bonds to be just shy of $130M, which is slightly
above the Strong Plan’s estimate.

Likewise, significant work has continued with the monetization of the City’s parking
facilities. Numerous meetings and correspondence occurred with representatives of
Harrisburg First, PEDFA, DGS and the OTR to work through the Asset Transfer
agreement, Preliminary Offering Statement and other documents that are needed for
this transaction. PEDFA took action at their meeting last Wednesday, December 4, to
approve financing for the $287M transaction. This paved the way for the issue to move
into the marketplace. The Preliminary Offering Statement was issued on December 5.
Presentation to investors is happening today with the bonds to be priced early next
week and closing to occur on December 23. Simultaneous closing on the two deals is
critical, as the outstanding RRF bonds must be retired as a condition for the RRF sale.




Work likewise continues to Implement provisions of the Strong Plan that provide for the
transfer of operational responsibility for the water and sewer operations to THA.
November 4 was the transfer date although there are still a number of transitional
issues that need to be worked through and this will be occurring as we move through
the coming months. A shared services agreement between the City and THA is in place
to address the relationship and responsibilities of both the City and THA. The transfer
was one of the conditions of the $26M loan received from PENNVEST. The upgrades to
the wastewater treatment plant that will be undertaken by THA are necessary to
address compliance issues related to both the Chesapeake Bay and Clean Water Act
requirements. The transfer that has occurred will consolidate the administrative,
operational and financial responsibilities for the water and sewer operation into THA, as
an operating authority.

Our efforts over the last month have focused extensively on the timely consummation
of the various transactions that are part of the confirmed Plan. We have also worked
simultaneously to continue implementation of various operational elements of the Plan
and to work with the incoming Administration on various transitional issues. This work
will continue in the coming weeks. The ability to achieve a consensual solution
represents a significant accomplishment and is a model that can be replicated in other
similar situations. Credit goes to the City’s creditors -~ AGM, Dauphin County, Covanta
as well as to the Mayor and City Council for coming to the table and recognizing the
value of a consensual resolution as opposed to time consuming and costly litigation.
This is in sharp contrast with what is occurring in Detroit as they proceed through the
initial steps and the uncertainty of the Federal Bankruptcy process. Harrisburg has
received much favorable publicity from various financial publications and others on the
ability to reach a consensual solution to its fiscal difficulties. We view this as an
excellent opportunity for the City as it moves forward with community and economic
development initiatives that will strengthen its tax base and provide for a bright and
promising future for the City.

Mr. Lynch thanked Mr. Reddig for his excellent, comprehensive and very thorough report.

Mr. Lynch noted a few of the significant highlights to the monetization’s:

1. The action by the PEDFA Board of Directors and
2. The RRF bonds were underwritten yesterday and the value came in very close to

exactly what our financial advisor predicted. This bodes well for the parking transaction
bonds, which will go on the market next week.

Mr. Lynch asked Deputy Solicitor Carlesha Halkias to provide an update on the Act 47
implementation for the City of Harrisburg.

Ms, Halkias noted the City Administration and operational activities continue to
accelerate providing operational support to all monetization’s as each unfolds,

On behalf of Mayor Thompson and Chief Operating Officer, the Administration continues
to aggressively implement the Harrisburg Strong Plan initiatives and coordinate with all
parties involved in the recovery process.




Of the 133 initiatives in the Harrisburg Strong Plan pertaining to the Administration,
approximately 50% have been completed to date; 34% are in progress and the
remaining 16% are pending actions by other parties beyond the control of the
Administration.

The following are some of the highlights of the Administration Departmental and Bureau
accomplishments:

The Department of Administration has successfully 'ti‘a.nsitioned_ the Operations &
Revenue Bureau and Department of Public Works Water and Sewer Bureau staff to the
reorganized Harrisburg Authority as scheduled.

The transition was completed on time on November 4 and the remaining services and
fees called for in the Share Services Agreement have been provided to THA and billed in
accordance with that agreement.

To date, the City has invoiced THA a total of $212,075.45 In shared service fees under
the agreement and received payment of $55,923.15.

The Proposed 2014 Budget was introduced to City Council on November 26. The
Proposed Budget was reviewed in detail with the Council Finance Committee on
December 3 and a final Council vote Is expected on December 17, at the next
Legislative Session.

The Administration continues to work closely with Mayor-Elect Papenfuse’s transition
team to provide assistance in the review of City department operations and programs
and in preparation for the 2014 Budget Re-Opening in January.

The coordination of operational activities between Standard Parking, Bureau of Police
and the Bureau of Information Technology is underway to assure the efficient
integration of parking-related IT and enforcement services in support of the
transitioning parking operations. As the process proceeds, it will impact the parking
enforcement staffing levels and the 2014 Re-opened Budget.

The Law Bureau continues to process legal documents supporting Harrisburg Strong
Plan monetization transactions, dealing with complex matters relating to THA transfers,
the incinerator sale, parking transactions and related matters.

The Law Bureau will conduct the SEC-required Municipal Security training for applicable
City employees on December 13.

The Bureau of Human Resources continues to assist City employees involved in various
transfers as a result of the Harrisburg Strong Plan. HR continues to Implement
contractual changes for AFSCME and FOP City employees and to process end of
administration retirements and separations.

The Department of Public Works continues to implement various initiatives and projects
in support of the Harrisburg Strong Plan. -




The Recycling Program and upgrading of sanitation services has been placed on hold
pending further actions by City Council. A report of Sanitation Service Options, as
reported by Mr. Reddig, outlined cost-benefits and an implementation timeline
developed by the Administration and delivered to City Council on November 27. The
estimated cost savmgs is approximately $900K but will most likely not occur in 2014 as
pIanned Action is required by City Council.

The DPW has selected an appropriate site to relocate the City’s Vehicle Motor Center
upon completion of the Incinerator transaction. The new site will be Identified as the
Public Works Center. Operational staff meetings were held and an architect is currently
redesigning the property for conversion to meet the DPW specifications. The
cancellation of the sanitation RFP process by City Council has necessitated the
expansion of the vehicle maintenance footprint at the new location to include trash
vehicle maintenance.

Interviews have been conducted for a Fleet Manager to oversee this transitioﬁ and
manage the City’s Vehicle Maintenance Center. A candidate has been selected and is
currently being processed by HR. The facility move date is approx1mately March 1,
2014,

The City’s LED street light conversion has been cancelled. The estimated savings In
utility costs of approximately $400K per year will not be realized In 2014,

The development of the City’s Comprehensive Plan update and Economic Development
strategy as called for the Harrisburg Strong Plan has been placed on hold as well,
pending further action by the City Planning Commission and City Council.

The City Tax & Enforcement Office continues to implement and enforce the revenue
producing initiatives related to this office. Penalty and interest rates were increased for
the business privilege/mercantile tax, and the City realized a 55% increase in the
amount of penalty received for this period in 2013 as compared to last year.

The Tax & Enforcement administrator is working with the Law Bureau to implement a -
comprehensive tax amnesty program that will incorporate not only the Local Services
Tax, but will include the business privilege/mercantile and amusement taxes. The City
will coordinate with the Capital Tax Collection Bureau and the School District of
Harrisburg to advertise, coordinate and conduct this amnesty program next year.

The City is currently receiving ongoing payments from MuniServices, who the City
contracted to provide dlscovery and audit services for mercantile/buslness privilege and
amusement taxes,

The Bureau of Economic Development has restructured the Revolving Loan Fund to
include a Loan Review Committee, new underwrlting guidelines and policles as well as
targeting MBEs and WBEs as potentlal borrowers.

It is not anticipated that loans will be issued before December 31. The Bureau of
Economic Development continues to advertise for a Deputy Director of Economic
Development to assist with the Long-Term Economic Development Plan.




e The Bureau of Pla'nning is working with the Tri-County Planning Commission to deve!op'
Harrisburg land use, travel, employment and traffic and congestion projects that are
part of the Harrisburg Area Transportation Study, 2040 Regional Transportation Plan.

e The City Administration remains committed to the operational implementation of the
Harrisburg Strong Plan as it shapes the government of the City of Harrisburg to the
benefit of its citizens, workers, and visitors.

Mr. Lynch thanked Ms. Halkias for her report.
Committee Comments

Mr. Lynch asked for committee member comments.
Mr. Lighty had no comments.

Mr. Hill noted the LED project has been cancelled and understands the sole source is being
questioned. He inquired if this project will be revisited in the coming year?

o Ms, Halkias replied that this Administration feels it is appropriate to allow the new
Administration to take the lead on this project and she is unaware what the new
Administration intends to do.

Mr. Philbin noted the Administration is more and more engaged In the transitional process.
Everything from the Administration side is progressing smoothly.

Mr. Lynch added this is a challenging time for all and a significant challenge in leadership for a
period of time. Mr. Lynch commended the City Administration for sticking with the Plan and
doing their job as we move forward and go through this period of change. He noted the
transition Is working well and transitional meetings have taken place with the new
Administration. This has been time well spent and appreclates everyone’s efforts as we
continue to move forward.

Mr. Lynch asked if there were any public comments.
Mr. Lewis Butts, a resident of the City of Harrisburg

¢ At the last meeting, Mr. Butts briefed us on 4 properties on three tracks of land - 1100
State Street and 1151 North Street, these are PENNDOT buildings. Mr. Butts is
scheduling a meeting with the Department of General Services in January. He noted
these buildings were environmental laboratories for PENNDOT to test the porosity of
surfaces. It is uncertain at this time what the State would like to do with the
properties; however, Mr. Butts would rather have them remain environmental
laboratories for either the City or State to work on the environmental issues regarding
clean water, clean air and studies on brownfield zones. If the ownershlp of these
buildings continues with the State, he believes the laboratories can be used as an
educational platform as well as for our educational system. The State must take
responsibility of these dilapidated and deteriorating buildings within the City. He would
like to see all parties work together, the City and State along with the Receivership, to




" make sure these buildings are used appropriately. Mr. Butts is Seéretary of EAC and
feels this is a good project for them to work on. He will submit a full report after his
meeting with DGS in January.

Mr. Lynch noted he appreciates Mr. Butts interest and asked that he let the committee know if
they can assist with this matter in any way.

Mr. Lynch asked if there were any other public comments. Hearing none, Mr. Lynch called this
meeting adjourned at 9:09 a.m.

Approved this 11" day of December 2013.

(i e (& rQJ\ Orns Mshorotr

William B. Lynch Secretary — Anne Morrow
Receiver for the City of Harrisburg
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CITY OF HARRISBURG
' CASH FLOW




City of Harrisburg 1/14/2014
2014 Cash Flow Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected 4:51PM

Jan Feb Mar Apr May June Jul Ang Sep Oct Nov Dec Total
Cash Summary
Unrestricted Cash Balance Beginning of Month 4,372,835 1,927,683 5,275,484 7,232,628 5,541,956 7,809,167 7,040,025 5,078,606 3,970,189 1,213,425 4,014,582 1,891,435
Surplus/(Deficit) -513,187 2,568,201 2,914,545 -1,733,272 2,224,611 -811,742 -2,004,019 2,151,017 3,799,363 3,769,756 -1,665,746 1,405,647
Change in Balance Sheet -1,931,965 779,600 -957,400 42,600 42,600 42,600 ° 42,600 1,042,600 1,042,600 -968,599 ~457,400 242,600
Unrestricted Cash Balance End of Month 1,927,683 5,275,484 7,232,628 5,541,956 7,809,167 7,040,025 5,078,606 3,970,189 1,213,425 4,014,582 1,891,435 3,539,683 .
Revenues, Expenditures, Surplus/(Deficit)
Revenues without Transfers 2,464,456 5,433,606 12,630,443 4,093,367 4,490,044 2,108,737 1,956,272 3,091,513 1,923,030 5,563,472 2,338,779 4,499,766 50,593,484
Capital Fire Protection 0 1] 0 0 . 1] [1] 0 496,000 [1] 0 0 [1] 496,000
Sanitation Utility Fund 0 0 460,000 0 0 0 0 0 460,000 0 0 1,746,063 2,666,063
Landfill/Incin Utility Fund 0 0 0 0 0 0 0 0 0 0 0 193,386 193,386
Sewerage Utility Fund 0 0 0 0 0 0 0 0 0 0 0 0 0
Hbg Water Utility Fund 0 0 0 0 0 0 0 0 0 0 0 0 0
Hbg Prk Auth Coord Pkg 0 0 0 0 0 0 0 0 0 [ 0 500,000 500,000
Transfers from Other Funds 519,830 0 0 0 1] 0 0 0 . 0 4,504,000 0 0 5,023,830
Total Revenues 2,984,285 5,433,606 13,090,443 4,093,367 4,490,044 2,108,737 1,956,272 3,587,513 2,383,030 10,067,472 2,338,779 6,939,215 59,472,762
Expenditures without Debt Service 3,325,799 2,865,405 5,208,156 3,793,292 2,265,433 2,920,479 3,960,290 5,738,530 3,182,393 6,126,043 4,004,525 5,533,567 48,923,913
Suburban Payment 0 0 ) 0 1,510,000 0 0 0 0 0 0 0 0. 1,510,000
Debt Service 171,674 0 4,967,742 523,348 0 0 0 0 3,000,000 171,674 0 0 8,834,437
Total Expenditures 3,497,472 2,865,405 10,175,898 5,826,639 2,265,433 2,920,479 3,960,290 5,738,530 6,182,393 6,297,717 4,004,525 5,533,567 59,268,350
Operating Surplus/(Deficit) -513,187 2,568,201 2,914,545 -1,733272 2,224,611 ~811,742 ~2,004,019 -2,151,017 -3,79%,363 3,769,756 -1,665,746 1,405,647 204,413
Sectian I - Changes in Balance Sheet Affecting Cash
Prepaid Expenses 42,600 42,600 42,600 42,600 - 42,600 42,600 42,600 42,600 42,600 ~468,599 42,600 42,600
Accounts Payable 1,974,565 737,000 -1,000,000 0 0 0 0 1,000,000 1,000,000 -500,000 500,000 200,000
Other Balance Sheet Changes 0 0 0 0 0 0 0 0 0 0 0 0
Total Balance Sheet Changes -1,931,965 779,600 -957,400 42,600 42,600 42,600 42,600 1,042,600 1,042,600 -968,599 ~457,400 242,600
Accounts Payable
Accounts Payable Beginning of Month 2,737,565 763,000 -1,500,000 -500,000 500,000 500,000 -500,000 500,000 1,500,000 2,500,000 +2,000,000 1,500,000
Accounts Payable End of Month._ 763,000 1,500,000 -500,000 -500,000 500,000 500,000 500,000 -1,500,000 2,500,000 2,000,000 1,500,000 1,700,000 -
Change in Accounts Payable -1,974,565 737,000 -1,000,000 0 0 0 0 1,000,000 1,000,000 -500,000 -500,000 200,000

Schedule A 2014
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Harrisburg Parking and Incinerator - Public Offering and Pricing of Bonds

The following is an updated summary of progress made with respect to the long-
term capital lease of the City of Harrisburg’s parking assets from the City and The
Harrisburg Parking Authority (HPA) to the Pennsylvania Economic Development
Financing Authority (PEDFA) and the sale of the incinerator from The Harrisburg
Authority to Lancaster County Solid Waste Management Authority (LCSWMA).

The LCSWMA tax-exempt bonds were offered to the public pursuant to offering
documents known as Preliminary Official Statements, dated November 22, 2013.
These bonds were priced — meaning final interest rates at which they would be sold
were agreed upon, on December 9, 2013 (retail sales) and December 10, 2013
(institutional sales). At the time of filing of the Strong Plan, it was estimated that
under prevailing market conditions, the incinerator could generate net sale
proceeds of between $126 million and $132 million. The final net sale proceeds
available based upon the final interest rates at which the bonds were sold was
$129.9 million.

The PEDFA tax-exempt bonds were being issued to pay the acquisition price for the
capital lease. These bonds were offered to the public pursuant to an offering
document known as a Preliminary Official Statement, dated December 5, 2013, as
amended. These bonds were priced December 13, 2013 (retail sales), December
16, 2013 (retail sales) and December 17, 2013 (institutional sales). At the time of
filing of the Strong Plan, it was estimated that under prevailing market conditions,
the parking monetization would generate net lease acquisition proceeds of between
$258 million and $268 million. The final net sale proceeds paid was $267 million.

Harrisburg Parking and Incinerator — Closing on Bonds and Funding of Plan

Pre-closing involved finalizing all documents and having execution copies signed
and delivered to the respective closing tables. Three locations were simultaneously
used to close on the bonds - Harrisburg, Lancaster and Philadelphia. Professionals
worked through the week and the weekend with the goal of closing on both bond
issues on December 23, 2013. The transaction documents were comprised of about
12 feet of documents, and the closing required over fifty separate signing entities.
The closing also required more than 50 wire transfers of funds, many of which had
to be sent in a particular sequence in order to resolve creditor disputes and pay off
the incinerator bonds and Harrisburg Parking Authority bonds. -

There were approximately 53 professional firms involved in the closings including
law firms, rating agencies, and title companies. In addition, a dozen public
agencies or government entities were involved and cooperated in achieving the goal
of closing on these financings. Public agencies that were involved, of course,
included the City of Harrisburg and Dauphin County, along with: The Harrisburg
Authority, Harrisburg Parking Authority, Lancaster County Solid Waste Management
Authority, Pennsylvania Economic Development Financing Authority, Pennsylvania
Department of Community and Economic Development, Pennsylvania Department
of General Services, Pennsylvania Treasury Department, the Governor’s Office of




General Counsel and the Attbrney General’s Office and CREDC.

Both bond issues that were used to fund the incinerator and parking transactions
closed between 12:40 p.m. and 12:50 p.m. on the 23™ of December. All wire
transfers to the City and its creditors were confirmed.

'Elimination of approximately $490 million in City obligations: City Benefits

Approximately $490 million of City debt and other obligations were eliminated.
There were more than 15 settlement agreements (including one with approximately
one dozen municipal entities and one with- 13 different subcontractors to Covanta
with regard to the incinerator). - : T

Importantly, after consummation of the Strong Plan, the City is not a guarantor of
the debt service payable by either LCSWMA or PEDFA. The vast majority of the
Strong Plan was not merely a restructuring of City liabilities, but was actually the
complete elimination of debt and other obligations (see chart below). The
exceptions are the City’s General Obligation Bonds and the so-called “Verizon
Bonds”. The former was restructured and the latter is in the process of being
restructured.

$700,000,000
: Verlzon Bonds

B General Obligation Bonds

) R £ Suburban Community Sewer Clalm

460,000,000 - i e : ) 122011 U-283 Parking Bonds
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£2007 R Parking Bonds
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© 2003 O Parking Bonds
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© 2001 Parking Bonds-:

$500,000,000 1
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BRBC

aT a
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& Dauphin County- Out of Pocket

82007 THA Loan
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Benefits to the City Derived from Consummation

The City will begin to receive approximately $288,000 per year as a Host Fee from
LCSWMA and tipping fees paid by haulers of municipal solid waste derived from the
City will be reduced slightly.

The City will immediately enjoy an increase in parking tax receipts as approximately
$1.55 million per year that had been pledged to parking bonds issued by HPA are
no longer pledged to HPA's bonds. All parking bonds that were guaranteed by the
City have been repaid in full or an irrevocable escrow has been set up to provide for
payment when the bonds can be redeemed in accordance with their terms. In the
event there is a downturn in parking revenues, increase in expenses or both, the
City is no longer at risk that its General Fund will be tapped to pay any shortfall on
parking bonds.

The City will be entitled to lease payments that begin at $2 million per year and
escalate thereafter throughout the entire term of the lease with PEDFA. In addition
to the extent the parking enterprise flourishes, the City is entitled to a significant
sum of the “residual cash flow"” as part of the consxderatlon belng paid by PEDFA for
the acqwsntlon of the Iease ‘
Once the HPA bonds were repald or “defeased” (payment provnded for), the City
received the next $35.9 million in parking proceeds. The City used $6 million of
parking bond proceeds on December 23, 2013 to pay debt service on its General
Obligation Bonds; this is the first time the City has been able to pay any of its
General Obligation Bond debt service since 2011.

The City used $4.5 million of parking bond proceeds on December 23, 2013 to
repay 40% of the obligations owed to the Suburban Communities resultlng from
alleged over charging of Sewer Rates. :

All amounts promised for deposit to the City for OPEBs, Economic Development and
Infrastructure Improvements were deposited with Metro Bank on December 23,
2013.

The City ended the year with in excess of $4 million of fund balance (subject to
audit later this year), and accounts payable of less than $2.7 million.
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»  Complete analysis and staffing
plan

s  Budget for adjustments

recommended in the staffing

plan

FIREO1 Change current shift schiedule N/A Fire Chief Pending Priority 1 December 2012 »  Develop alternative schedule Pending negotiation
! ' : options
i . ‘ J = Initiate discussion with the IAFF
FIREOZ Eliminate premium pay N/A Mayor, Fire Chief, & Pending - Priority 1 | July2012 » Initiate discussion with the IAFF Pending negotiations
: Business ;
! Administrator :
FIREO3 Evaluate the tradeoffs of taking a piece of : N/A Fire Chief & Business Pending Priority 1 | July2012 e Identify alternative Pending negotiations
: i apparatus out of service and increasing staffing Administrator ; apparatus/deployment
on remaining apparatus : structures

{ : . »  Determine service impact
! : ‘ associated with each and
! . ; corollary impact on respanse
| ' capability
; *  Develop preferred option and
X initiate discussions with the IAFF
! : ' : » |mplement preferred alternative
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Comment

[ Five Year Responsible Parties Status | Priority* Target
| | ! Financial Completion
i Impact Date’

Initiative Key Implementation Steps

|
!
i
|

PWO06 Develop a plan to develop a fleet and fuel N/A i Director of Public Pending Priority 3 December 2014 e  Pending hiring of fleet manager | Pending hiring of fleet
{New) management internal service fund operation. ! Works; Director of . . - -1 manager
Financial
Mar it ;
PWOQ7 Develop an energy conservation program that N/A Director of Public Pending Priority 2 | July 2014 e Conduct needs assessment of
(New) | allows the City to reduce operating costs Works ' Harrisburg city facilities
: through designated capital resources or grant »  Develop prioritized list of
. | funds. - ) improvements ’
; ) ) ) s  Solicit grant opportunities

o
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Harrisburg Strong: Implementation Plan

Responsible Parties

Status

Priority1

Target
Completion
Date®

Key Implementation Steps

Comment

FLEET11

install a fleet and fuel management system

December 2014

users/departments regarding

Return PEMA owned apparatus and specialty N/A Fire Chief Pending Priority 1 | July 2014 Initiate hand-over discussions Pending the hiring of a
véhicles to the Commonwealth with PEMA - Fire Chief
i Schedule transfer of vehicles
FLEET10 Develop a vehicle pool for the Bureau of N/A Director of Housing; Pending Priority 1 July 2014 + Decommission vehicle Awaiting hiring of fleet
- { Housfng, and reallocate surplus vehicles to Fleet Manager iSchedule auction and sell manager. Position is
supp;ort two additional code enforcement officer ! ivehicle under recruitment
i | positions i :Revise insurance roles
i ! Report salvage value and
‘insurance savings to Director of
Financial Management
Develop vehicle pool scheduling
system
Communicate system to
. employees
Utilize fleet reduction savings to purchase and N/A Fleet Manager Pending Priority 1 Solicit feedback from fleet

1/16/2014
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Responsible Parties Priority* Target

Key Implementation Steps

1
|
1
i

necessary scope of system
Develop system specifications
Evaluate options and purchase
cost effective software

install software and test with
one department.

Address system deficiencies and
issues

Roll out system city-wide
Develop data collection and
tracking processes and
protocols and reporting

1/16/2014

‘Rec

lassify.an

utomotive Mechanic position'to

ndicharges
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E(%haptei- - Initiative | [ Five Year Responsible Parties Status Priority* Target | | Keylmplementation Steps | Comment
#| ‘ ; ! |

Financial
impact

Completio | i
Date® i |

1‘
| i
| i

0AO1 Establish a stormwater utility fee N/A THA Pending Priority 1 | January 2013 e Determine legal ability of an
A Authority to establish a
stormwater fee
e Conduct fee study
*  Develop fee schedule and
| | submit to appropriate [egislative
' ‘ body for copsideration and
R approval |
! o  Develop billing and coilection
; process
! ) e Conduct public education
process | :
» Implement billing process
0A02 Negotiate Payment in Lieu of Tax (PILOT) N/A THA & Mayor | Pending Priority 1 | January 2013 *  Define PILOT structure and City has begun
agreements with the City of Harrisburg calculation methodology discussions with local
‘ » Initiate discussions to establish non-profits.
i PILOT agréements
L s Submit draft agreements to City
[ Council for consideration and
i : approval - :
. : e Develop payment schedule and
A E i pracesses

1/16/2014
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Keﬂ{ Implementatioh Sieps Comment

Five Year
Financial
Impact

Priority* Target | |
Completion

Responsible Parties

]
|

. i
pate’ = | [

Lieu of Property Tax (PILOT) Agreements;
consider impact in sale of government owned
property

Administrator with
County Assessment
Office and School
District Business
Manager

ions.
REV03 Review Real Estate Taxable Assessments N/A City Treasurer with Pending Priority 2 | April 2013 o Initiate discussions with partner
County Assessment governments
Office and School Develop assessment plan and
' District Business funding structure °
Manager Conduct reassessment
Evaluate revenue impact and
revise revenue projections
REV04 Review and increase utilization of Payment in N/A Mayor, Business . Pending Priority 1 July 2012 Adopt a practice of evaluating

property tax revenue impact
associated with selling city
owned property to non-profits
{dentity and analyze
opportunities to create new
pilot agreements with tax
exempt agencies that heavily
utilize City services

Initiate discussions to establish
PILOT agreements and draft
agreements

Submit draft agreements to City
Council for consideration.and
approval

Develop payment schedule and
processes

1/16/2014
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Priority* Target | |

Completim?

Five Year Respansible Parties
Financial

Impact | | ] Date’

Kel Implementation Steps

Work with local legislator(s

Jto

Comment

for additional tax, penalty, and interest
regarding realty transfer tax

to clarify process

Develop agreement with the

Department of Revenue
Submit agreement and cost

benefit analysis to City Council
for consideration and approval

Pursue Legislative Change for the Local Services N/A i | Mayor & City Council Pending Priority 1 September 2012 : i
Tax Levy ‘ ‘ draft legislation to increase '
Local Services Tax
REVOS Pursue Department of Revenue determination N/A i | Law Bureau Pending Priority 1 September 2012 ! Contact Department of Revenue | City Solicitor advised

after consulting with
Novak group that the
intent of this initiative is
not to increase the realty
transfer tax. Thisis
currently collected at
time of property transfer

1/16/2014
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EChapter - ' Initiative [ ‘ Five Year Responsible Parties Status Priority’ Target = | Kej Implementation Steps . Comment
# | ! Financial 3 ‘ Completion i
‘ Impact | Date” E
REV12 Generate revenue through Market Based 800,000 Business Pending Priority 1 July 2012 * Develop and issue RFP for
Revenue Opportunities Administratar broker to identify potential City

assets for an MRBO program

»  Assemble RFP review
committee

»  Review proposals and select the
lowest responsible bidder

*  Develop policy framewaork and
market-MRBO opportunities

»  Enterinto agreements with

: : potential partners
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

C. Alan Walker, in his capacity as
Secretary for the Department of

Community and Economic Development,

Petitioner,

V.

City of Hai'risburg,
Respondent

No. 569 M.D. 2011

CERTIFICATE OF SERVICE

I certify that on this 17th day of January, 2014, I served a true and

correct copy of the foregoing pleading via Electronic Mail and via U.S.

Mail, postage prepaid, properly addressed to the following:

Jeffrey G. Weil, Esquire

COZEN O'CONNOR

1900 Market Street

Philadelphia, PA 19103
jweil@cozen.com

(Counsel for C. Alan Walker, DCED
Secretary)

Kenneth W. Lee, Esquire .
POST & SCHELL, P.C.
17 North Second Street
12th Floor
Harrisburg, PA 17101
(717) 612-6035
klee@postschell.com
(Counselof record for the City of
Harrisburg, Mayor Thompson)

Neil A. Grover, Esquire

10 North Second Street, Sie. 402
Harrisburg, PA 17101

(Acting Solicitor, City of Harrisburg)
groverlaw(@ix.netcom.com




Neal Colton, Esquire
Stephen A. Miller, Esquire
Brian A. Kint, Esquire
.Eric L. Scherling, Esquire
COZEN O'CONNOR
1900 Market Street
Philadelphia, PA 19103
ncolton(@cozen.com
bkint@cozen.com
samiller@cozen.com
escherling(@cozen.com
(Counsel for C. Alan Walker, DCED
Secretary)

By

Scott T. Wyland, Esquire

Edward Lee Stinnett, IT, Esquire
SALZMANN HUGHES, P.C.

354 Alexander Spring Road, Suite 1
Carlisle, PA 17015
swyland@salzmannhughes.com
Istinnett@salzmannhughes.com
(Attorneys for ceriain Suburban
Municipalities)

L

CRRISTOPHER R. SULLIVAN




