






























































• All proposed ordinances; 
• All litigation initiated/settled; 
• All personnel actions (including worker's compensation claims and employee 

grievances); 
• Monthly financial reports (as of the last day of each month) and related documents; 
• Major contracts awarded and grant applications made; 
• All other relevant correspondence (internal and external, in and out); and 
• Anything that the Act 4 7 Coordinator should be made aware of in regards that materially 

impacts the operation of the City. 

Failure to Comply 
If the City and its elected or appointed officials fail to communicate and consult with the Act 47 
Coordinator on a regular basis as provided for in this 2015 Revised Recovery Plan and/or fail to 
provide the information, reports or documentation requested by the Act 4 7 Coordinator, the City 
may be found to have violated this 2015 Revised Recovery Plan which may result in sanctions 
by the state which includes the withholding of Commonwealth funding. 

Cooperation Among City's Leadership 
Governance and leadership of the City of Scranton under the Home Rule Charter rests with both 
the Executive branch (Mayor) and Legislative branch (City Council) of the municipal 
government. While the Executive-Legislative form of municipal government provides for a 
separation of powers and checks and balances between the two branches, it ultimately requires 
both branches to work together to provide effective governance and leadership. 

In any community (regardless of size of population, area, or distressed status), it is not unusual 
that the Mayor and City Council will not agree on every issue. However, a fundamental 
cornerstone of governance is that elected leaders work together on behalf of all residents to 
effectively manage mtmicipal financial operations, adopt a balanced budget and maintain 
municipal services. In Scranton, collaboration, cooperation and compromise will be necessary 
from all elected officials in order to lead the City out of its currently unstable financial condition. 

Throughout 2014 both the City Administration and City Council have been actively and 
progressively working together for the betterment of the City. It is this cooperation and shared 
goals that may lead the City away from a fiscal emergency and the resulting oversight. It is 
imperative that the City's elected leaders continue to work together and cooperate on 
managing the myriad issues that impact the City's financial and administrative operations. 

Once this 2015 Revised Recovery Plan is adopted the next step will be implementation. The 
Mayor ( or a designee ), representatives from City Council, the Business Administrator, and key 
management staff (as appropriate) shall participate in regular meetings, organized by the Act 47 
Coordinator, to discuss and execute implementation of the mandates included in this 2015 
Revised Recovery Plan. Within these meetings, the participants shall discuss key 2015 Revised 
Recovery Plan policy mandates and determine how each will be implemented. At the 
implementation meetings, other management issues may be discussed, including but not limited 
to current finances, human resources, economic development, general City operations and 
intergovernmental cooperation. The Act 47 Coordinator will be responsible for preparing each 
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meeting's agenda and will lead the meetings. These gatherings are intended for a small number 
of attendees to focus on priority-setting and problem-solving and may result in follow-up 
assignments and associated progress repotts. 

General Plan Provisions 

The following outlines the general provisions of the City of Scranton's 2015 Revised Recovery 
Plan for 2015 - 2017, unless modified in a subsequent Revised Recovery Plan. 

Capital Items/Budget. The City of Scranton shall develop a comprehensive list of capital needs 
and funding sources. All capital budgets must be prepared and approved under the terms of the 
City's Home Rule Chatter and any applicable laws. 

With respect to Capital Items/Budget: 

• In general, it is the intent of the Act 47 Coordinator that the City shall fund these projects 
to the greatest extent possible using federal and/or state grants ( or grants from other 
sources) as well as other "one-time" sources. 

• In addition to the major capital projects, lesser capital purchases ( especially vehicles, 
other rolling stock, technology infrastructure, and like items) shall generally be funded 
from funds budgeted for capital acquisition in the City's General Fund. 

• The City has considered in the past the strategy of meeting its capital needs for vehicles 
and other rolling stock through the purchase of used equipment through dealers and 
auctions. This strategy shall be further developed by written policies so that appropriate 
controls on purchases ensure that the equipment purchased is in mechanically sound 
condition. 

• In accordance with the terms of the City's Home Rule Chatter, the Mayor shall annually 
submit a five-year Capital Budget for consideration and action by City Council. To the 
extent possible, specific plans and dollar estimates as well as funding sources shall be 
included along with timelines for project initiation and completion. 

Insurance Costs and Risk Management. The City shall utilize professional risk managers to 
ensure the sound management of the Workmen's Compensation program and other City 
insurance. The City, primarily through the Business Administrator, shall take action to comply 
with the Irrevocable Trnst Agreement, as amended, for funding the City's workers' 
compensation claims to ensure annual self-insurance certification from the Department of Labor 
and Industry. Specifically, the City shall ensure that the highest priority is given to: the funding 
requirements of the agreement including any unfunded liability, fulfilling the reporting 
requirements delineated in the agreement, and securing the required annual actuarial estimates 
which are to be used for budgeting the mandated funding. 

In addition, the Business Administrator in conjunction with the City Attorney, Human Resources 
Director, and professional risk managers shall review the City's existing liability and property 
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insurance policy. The Business Administrator shall make recommendations to the Mayor on 
changes that might be undettaken in terms of overall coverage, deductible limits, and excess 
insurance in order to provide for either enhancements in coverage or reduction in cost. 

Delinquent Collection--Tax and Nontax Revenues. The City shall take all aggressive action 
permitted by law to collect delinquent tax and non tax accounts including real estate and other 
taxes as well as refuse collection and other fees. To this end, the City has engaged a third-party 
collection firm. The City shall periodically evaluate these collection results to maximize its 
return. The City shall also create a committee consisting of the City Attorney, Business 
Administrator, City Treasurer, and such other individuals as deemed appropriate by the Mayor to 
review the database of delinquent real estate and non-real estate collectibles. The purpose of this 
review shall be to purge uncollectible accounts while aggressively pursuing the balance of 
collectibles. 

Delinquent Real Estate Tax Collection. The City shall appeal to its legislative delegation to 
change Pennsylvania's Real Estate Tax Sale Law, 72 P.S. Section 5860.101 et seq., to require 
that Cities of Second Class A take patt in the county tax claim bureau and to amend the Local 
Tax Collection Law, 72 P.S. Section 551 I.I, et seq., so as to provide Cities of Second Class A 
with the opportunity to utilize all of the powers and remedies under this law including, but not 
limited to, initiating litigation against individuals and/or entities which are delinquent in their 
real estate tax obligations and obtaining judgments against the individuals and/or entities that 
would be personal in nature and thereby go beyond the potential of attachment to the underlying 
real estate. This would benefit the City of Scranton by providing an enforcement mechanism 
that is not presently available under existing statutes which would aid the City in receiving the 
tax revenue to which it is entitled in a more expeditious manner. Concurrently, the City shall 
explore the legality of participating in the county's tax claim bureau process. 

Financial Management and Reporting. The City has made significant progress since 2002 in 
developing a reliable financial and accounting system. However, many of the policies relevant 
to the system are not compiled and available in a comprehensive plan. A systematic review of 
existing financial reporting policies shall be undettaken. The plan shall delineate appropriate 
policies and procedures which shall be in conformance with applicable state law, the City's 
Home Rule Chatter, and Generally Accepted Accounting Principles (GAAP). The plan shall 
include, but not be limited to: 

• Utilization of a modified accrual accounting system. 
• Full encumbrance accounting, including encumbrances for contracts. 
• Streamlining the City's purchasing and invoicing system including receipts of 

merchandise purchased or services performed. 
• Development and use of information and data system technology. 
• Timely financial repotting on a monthly or demand basis. 
• Development of various cost-accounting processes. 
• A review of the financial management and repotting practices of the City's component 

units and the Single Tax Office, and requirements for audits where appropriate. 
• Preparation for meeting recent GASB repotting requirements and a time line for meeting 

their requirements. 
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• Centralization of the accounting function to the maximum extent feasible. 
• Review and integrate where possible the OECD financial system with that of the base 

City system. 
• Accounting for accrued personnel liabilities such as compensated absences and related 

items. 
• Review of budgeting practices including transfer procedures. 
• Determination of a "date cettain" for year-end cut-off including procedures for accrual 

estimation. 
• Recommendations on retaining additional trained accounting staff or contracted 

accounting professionals. 
• Development of financial procedures for emergency situations. 
• In order to achieve the focus on financial management identified, the City shall begin a 

dispersion of non-financial or depattment specific responsibilities away from the Office 
of Business Administrator and to the responsible City depattment. The fundamental 
objective of the operation of the Office of Business Administration should remain the 
administration of the yearly budget and completion of the audit on a timely basis. The 
Business Administrator's office presently assumes responsibility for depattmental 
initiatives outside of its administrative code responsibilities. To achieve the identified 
financial management objectives, the various City departments will assume greater 
responsibility for direct department initiatives, such as Request for Proposal preparation 
and execution to the greatest extent as allowed under the Home Rule Charter and 
Administrative Code. 

Audits. It shall be the goal of the City to receive all prior year audits required under its Home 
Rule Charter and Administrative Code by the date specified in the Chatter or Code. The City 
shall pursue actions for non-compliance against the auditing firm as available under the request 
for proposal for the patticular audit. The City shall also insure that the audits performed for its 
component units and other relevant entities are timely completed and forward to the City as 
required by applicable law. 

Investment Policy and Program. The City shall set forth a plan which defines investment 
policies, fixes investment responsibilities, and provides for a clear investment process. The City 
needs a formally adopted investment policy to protect officials from legal actions for 
questionable investment practices. A properly prepared policy will also facilitate the protection 
of the City's liquid assets, the maintenance of sufficient liquidity to meet operating requirements, 
and earning of market rates of return on investments. 

An investment policy should: 
• Fix investment responsibilities and identify the type of investment instruments that are 

allowable and set fotth investment diversification requirements. 
• Set forth the procedures for identifying when idle "money" will be available for 

investment and for how long a period of time it will be available. 
• Specify means to be used in evaluating the performance of the investment program. 
• Identify the City's safekeeping and collateralization requirements. 
• Specify reporting requirements by the officials responsible for implementing the 

investment program. 
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The City shall also consider joining an intergovernmental investment pool; such as, Pennsylvania 
Local Government Investment Trust (PLGIT) or the investment pool operated by the State 
Treasurer - INVEST. These intergovernmental investment pools are professionally operated 
programs, and they often provide higher returns on investments and permit greater flexibility, 
patiicularly if an investment must be retired before maturity. 

After due consideration and review by all relevant parties, the Mayor shall authorize the 
implementation of the investment policy and program. Should any of the proposals require 
action by City Council, the Mayor shall promptly propose such ordinances/resolutions to 
Council. 

Update Human Resources Management Plan. Subject to other prov1s10ns of this 2015 
Revised Recovery Plan, the City shall review and update its Human Resources Management Plan 
where necessary. To the extent that any management practices are not in a unified and 
comprehensive format, they shall be consolidated into the City's Human Resources Management 
Plan. 

The Human Resources Management Plan shall contain, but not be limited to: 

• The development of an integrated personnel database which will record and track for 
each City employee such items as date of hire, medical insurance coverage, pension 
eligibility, work attendance, holiday eligibility, vacation eligibility, sick time eligibility 
and other related items. All data collected shall be subject to applicable legal 
requirements and individual employee confidentiality. The database shall have the 
capability of providing relevant management reports. 

• Policies for management (FLSA exempt) personnel relating to eligibility for benefits, 
work schedule, vacations, sick leave eligibility, and termination procedures unless 
provided for under state statute or City ordinances (including the Administrative Code). 
Criteria for exempt status under the Fair Labor Standards Act (FLSA) shall be explained 
in the Plan. 

• Procedures for employees "reporting off' because of sickness, injury, or other reasons. 
• The development of job descriptions and qualifications subject to any contractually 

required consultation with the bargaining units. 
• Staff training for employees to improve overall City efficiency with patiicular emphasis 

on training in infonnation technology. 
• Cross training for all employees so that the absence of any one employee will not 

endanger operational efficiency. 
• Written guidelines for travel reimbursement while on City business. 
• Policies for the use of City vehicles and/or reimbursement for use of an employee's 

vehicle while on City business. 
• Compilation of all relevant policies and procedures in an updated Personnel Manual. The 

Personnel Manual shall be completed and provided to all employees by September 1, 
2016. The Personnel Manual shall be designed to aid in the understanding and adherence 
to City policies and to minimize misunderstandings among personnel. The Personnel 
Manual should-at a minimum-include the following: 
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- Mission statement and core values. 
- Organization structure. 
- Business hours, work schedules, ovettime policies and time keeping procedures. 
- Employee classifications, salary and ove1time rates, and pay dates. 
- Criteria set forth by the Fair Labor Standards Act relative to exempt and non-exempt 

status. 
- Holiday, vacation, sick leave, and other compensated absence policies. 
- Attendance policies. 

Employee benefit plan descriptions and eligibility. 
Employee conduct policy and appropriate use of City equipment. 
Employee separation and termination procedures. 

Inspections and Licenses. The City's Depattment of Permits, Licensing, and Inspections is 
responsible for the issuance of all licenses and building, housing, health, and zoning inspections 
and enforcement. The City shall ensure that all its inspectors continue to maintain required 
certifications. Further, the Department shall determine what new and additional requirements, if 
any, have been imposed on the City by applicable law. The Director, in conjunction with the City 
Business Administrator and Director of Information Technology shall explore data/informational 
systems which may be used to facilitate the various permitting and licensing functions of the 
department. 
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Introduction 

APPENDIX A 

Financial Review 
2009-2013 

2014 Estimated Versus 2014 Budget 

The Act 47 Coordinator used the City's audits and the most recent available financial data 
provided by the City's Business Administrator's office to prepare this financial review and also 
to provide the basis for the financial projections contained elsewhere in this 2015 Revised 
Recovery Plan. The Act 47 Coordinator also analyzed current data monthly and asked various 
questions to further confirm received data. The City's financial statements are on a budget basis 
which includes some, but not all, accruals. 

General Fund Surplus/ (Deficit) and Impact of One-Time Revenues 

Table A. I below illustrates the City of Scranton's General Fund operating budget performance 
for the years 2009 - 2013. The City experienced a General Fund operating budget deficit in three 
out of five years during the historical review period, most recently in 2013. However, as 
demonstrated in Table A.2 and Graph A. I, the City would have seen deficits for all five years 
during the review period without the impact of one-time events. This is particularly true in 2012, 
when the City would have experienced a $15.8 million deficit without funds from deficit 
refinancing combined with a state loan and grant. In addition, without one-time events, deficits 
in 2009 and 2010 would have been more severe. 

By the Act 4 7 Coordinator's definition, a one-time revenue source is revenue that a municipality 
receives in a budget year that will not be available in future budget years. One-time revenue 
sources can be included as an integral patt of a municipality's adopted budget or they may be 
generated during the fiscal year from an unanticipated occurrence. The City has used various 
one-time revenue sources during the historical review period that include revenue from 
delinquent taxes, asset sale proceeds (golf course), and a workers' compensation fund transfer, in 
addition to the use of deficit refinancing and intergovernmental revenue from the state. Reliance 
on one-time revenues sources to conduct municipal operations is not a best practice for 
municipal budget operations. Municipal budgeting is best performed by reliance upon recurring, 
stable revenue sources. 

Table A.I 

-RevCt\Ucs 

Expenditures 

• ~urplus/(Delicil)--

General Fund Surplus/(Deficit) 
City of Scranton 

2009 - 2013 
(Excluding Annual Tax and Revenue Anticipation Notes) 

2009 2010 2011 2012 2013 

$5~,124,461 $57,823,942 $64,371,827 $81,128,371 $66,452,191 
- ------------ -----

63 476 817 62,401,768 62,316,336 73 607.872 69.185,642 

-,ss,1s2,Js6 -$4,577,826 -- $2,055,491 $7,520,499 -$2,732;850 

Change 2009 to 2013 

$8,328,331 

$5,708,825 

J.4.4 j 
9.1 

-l 
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Impact of One-Time Events on General Fund Surplus/(Deficit) 
City of Scranton 

2009 - 2013 
(Excluding Annual Tax and Revenue Anticipation Notes) 

Table A.2 

Surplus/(Deficit) 

One Time Events 

_oe_1iii·qliei1t1farn~dJ1!_00,u~: T~ --.,-
~~~~~ 

Advance on Delinquent Real Estate Tax 

-WOfkC,f_s' ."C,,ullJ)·FUnd-TrirnStet, 

Golf Course Proceeds 

P{:fiC_H -FiJt':llfCWg 
State Loan 

-state {°iritn1 

Graph A.I 

2009 

Actual 

-S5,352,356 

73,1?5,73.7 

-3.707,543 

2010 2011 2012 

_ Actua1 Actual Actual 

-S4,577,826 S2,055,491 S7,520,499 

-2,000,000 

-5,305,920 

-1,847,473 

,?0,070,009 

-2,000,000 

2013 

'Actual 

-S2,732,850 

Sl0,000,000 ~---------------------------------~ 

Sl5,000,000 ,--------------------------------------, 

Sto,000,000 ,-----------------------------------, 

55,000,000 e------------------------1 

·············711 
-SS,000,000 ,--,___ 

-SlU,000,000 l----

-Sl5,000,00D e-------------------------

-S20,000,000 c-------------------------------------~ 
2009 Actll..11 2010 Actwl 2011 Aclwl 2012 A..:twl 

osurplus/(Defldl) •Surplusl(Dtlldl) "11bout one Ume 

2013 Actual 
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Revenue Review-2009 - 2013 

Table A.3 below illustrates that the City's operating revenues, excluding tax and revenue 
anticipation notes, increased by 14.3 percent between 2009 and 2013 from $58.1 million in 2009 
to almost $66.5 million in 2013. Revenues peaked in 2012, reflecting the considerable use of 
one-time revenue sources. 

General Fund Operating Revenues 
City of Scranton 

2009 - 2013 
(Including One-Time Revenue Sources; Excluding Annual TRAN Revenue) 

Table A.3 

Tax Revenue 

NOillax'-iltvellUC' --

2009 

·-"Adu31 

$44,279,662 
. - . -fl,893,W4 

2010 

"'ACti.lal ·. · 

$42,079,667 

12,364;145 

2011 2012 

ACfiliil Ac'IU31,,·: 

$44,403,006 $44,827,357 

13,080,685 11,505,425 
-- ------- ---- --- -- - ------------

2013 

AChfal 

$50,196,210 

[4,73l,169 

Change 2009 - 2013 

··1 

5,916,548 

/2,837,476 

13.4 

23.9j 

3,379,530 6,888,136 24,795,590 Other Financing Sources 1,951,105 1,525,412 -425.693 -21.8 

• Total Revenue SSB,124,461 SS?,1123,?42 ·• Sli4;37.t;il2i -Siii,12s,:\f1 S66,452,791 s,nB,331 14.3 j 
Source: Historical Data from City As Provided 
Tax Revenue 

Table A.4 below shows that total taxes grew by $5.9 million or 13.4 percent from 2009 to 2013 
from $44.3 million in 2009 to $50.2 million in 2013, the peak for the historical review period. 
Total tax revenue fell to its lowest point in 20 IO when total taxes dipped to $42.1 million. 

Table A.4 

Ta~_:_(j_a,t_~gon~ 
Real Estate 

Re·a1 Estate.Transfer 

Earned Income 
:, Merc/B_US-Privit_ege 

Parking 

;·,_:con·uUuter 
Local Services 

Ainiiseme·iit 
Other 

,J'URTA 
Total Taxes 

2009 

.<Actual 
$14,919,926 

c?It12,1'l'I 

Tax Revenue 
City of Scranton 

2009 - 2013 

2010 

A,C~-~-at_-,,,:, 
$14,580,300 

2,216,784 

2011 2012 2013 

-~C_ttial .: . ACtUal .. Acfuaf 
$13,785,260 $15,533,058 $17,701,666 

4,256,s48 ••1,2:ss.p10 t1tt,z21 
23,538,769 21,737,008 22,899,489 21,647,581 25,822,170 

1,607,903 '.>f,869,J:!9 
0 0 

0 0 

2Ji7;i/651 
243,907 

,::::.w.o 

Change 
2009 - 2013 
,£' % 1 

2,781,740 18.6 

J6$,58.7 7.5 i 
2,283,401 9.7 

2~1,sw .BA 
243,907 100.0 

o. o.ol 

fj,~19;567 
0 

0 

1,628,348 

l,SH,059 
0 

0 
1,671,481 1,794,980 

--- --------- ~-~~~~ 

1,459,574 1,598,507 -29,841 -1.8 
.,,:,,·:,. 0 

n • •··•·· 0 •,0·~==2~11=,2=7=7=-=== 217,277· l00.0 j 
0 

60,913 6i:034 
0 0 0 

-58,826 ;59,965 57,893 

S44,279,662 S42,079,667 S44,403,006 S44,827,357 $50,196,210 

0 0.0 
'3;020 O.Oj 

5,916,548 13.4 
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Real Estate Tax 
Real estate taxes were the City's second most productive tax, providing between 31.0 percent 
and 35.3 percent of total tax revenue. Revenue from real estate taxes decreased from $14.9 
million in 2009 to $14.6 million in 2010, and then declined again in 2011 when the millage rate 
was lowered from 103.145 mills on land and 22.432 mills on improvements to 92.263 mills on 
land and 20.065 mills on improvements, as shown in Table AAA. Property taxes were raised in 
2012 and 2013, and the City saw a corresponding increase in real estate revenues for that year. In 
2014, real estate millage increased again to 184.867 mills on land and 40.202 mills on 
improvements. Real estate tax rates rose 79.2 percent between 2009 and 2014. 

TableA.4A 

Municipal Tax Rates (City Share of Taxes) 
City of Scranton 

2009 - 2014 

Tax Rates 

2009 2010 2011 . 2012 2013 

103.145 103.145 92.263 96.701 117.975 

Change 
2009 -2014 

2014 # ·--% 

184.867 81.722 79.2 Land Millage 

.ItnProVCme.ilt __ Milla_g~_ · 22:432 22'432 :!0Jl65 • 21.03 25.656' 40.202' 17.77 19,2:i 

Earned In.come Tax Resident(%) 

E:aiiied JriC.()ilfo TO;,(NOn_-_Rl?sident '(%) 

Local Services Tax($) 

Mercantile Tax Rate(%) 

2.4 

$47 

l.00 

2.4 2.4 2.4 

$47 $47 $47 

l.00 0.75 0.875 

' 2.4 2.4 0 0.0 
j 
J 

$47 $47 0 0.0 

l.00 l.00 0 0.0 

:<~~J-8'fftte-1)a:,:•tf·-tt:x._RJiti;_l~) 2.7' -., --•i.7 ____ _ 2.1. 2.8 '2.9. 2.9 0.2 HJ 
Parking Tax Rate(%) 

Affii1~ffi,~Ot_iai)la'i_C {%YH 
- - -- ----- -- ------- --

Source: Municipal Tax Reports, NcwPA.com 

Act511 Taxes 

0.0 

10.0 

0.0 

o.o. 
0.0 15.0 15.0 15.0 15.0 

Earned income (EIT) was the City's most productive tax, providing the City between 48.3 
percent and 53.2 percent of total operating revenue during the historical review period. Revenue 
from EIT fluctuated during the period, which occurred during the national economic downturn. 
EIT collections decreased from 2009 to 2010, and then rose in 2011, dipped in 2012, and then 
ended at the historical period high of$25.8 million in 2013. The change between 2009 and 2013 
was an increase of almost $2.3 million or 9.7 percent from $23.5 million in 2009 to $25.8 million 
in 2013. The increase in 2013 was likely the result of the new countywide tax collection process. 

In comparison to neighboring municipalities, the City levies a relatively high earned income tax 
(EIT) rate of 2.4 percent on resident income. In addition, the Scranton School District levies a 
1.0 percent EIT on City residents for a total 3.4 percent EIT rate on City residents. 

The real estate transfer tax accounted for approximately 5 percent of total taxes in 2009, 20 I 0 
and 2013, resulting in approximately $2.3 million in revenue. The amount collected increased by 
approximately $2 million annually in 2011 and 2012 due to the sale of several significant parcels 
including two City hospitals. The higher real estate transfer tax revenue helped the City make up 
the difference in 2011 and 2012 when real estate, mercantile and business privilege taxes were 
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lowered. Local services tax revenue peaked in 2011 at $1.8 million and then fell to almost $1.5 
million, rising again in 2013 to $1.6 million. The change between 2009 and 2013 was a decrease 
of 1.8 percent. 

Non Tax Revenue 
During the review period, City revenue from all other revenue sources grew by $2.8 million or 
23.9 percent from $11.9 million in 2009 to $14.7 million in 2013. The largest absolute increases 
were in licenses and pe1mits ($1.2 million); fines, forfeits and violations, ($566,356); refuse fees, 
($410,822); miscellaneous revenues (372,772); and intergovernmental reimbursements 
($214,209). Refuse fees increased in 2013 after the City hired a new collection agency. The 
growth in licenses and permits was. a reflection of major constmction projects including, those 
unde1taken by the University of Scranton, and renovations of downtown buildings. Table A.5 
below provides a summary of operating revenue from all other revenue sources. 

Table A.5 

Non Tu Rc,·cnue 

Refuse··FeeS 
- - --------------------

Penalties & Interest 

·UcCnSCS'& Pcrin'itS 

Fines, Forfeits & 
Violations 
'rie,re~~ f..iniinSS 
Rents & Concessions 

~ntergOv-ReiJllbutse 

In Lieu of Taxes 

p~pa_rt:1)1,f~~itl ~ings 

User Fees 

MIIROs · 
Miscellaneous Revenues 

'-,Total NOn}raX-RniCllut 

2009 
Actllal 

4,308,606 
$40,962 

1,753,926 
743,143 

·.·2;801,326 
132,386 

!,141;487 
78,057 

0 
819507 

Sll,89,3,694 

Other Financing Sources 

General Fund Non Tax Revenue 
City of Scranton 

2010 
AC1i.Jal 

"4Jt_8J9:S 
$32,267 

J,160,675 
923,789 

2,642,097 
203,314 

1,373,000 
51,842 

0 

844 787 
$12,364,745 

2009 -2013 

20ll 2012 
i,\t~ffil~_ 

3,943,65$ . 3,890,668 
$40,654 $9,690 

1,222,908. .. !,595,918. 
743,932 685,277 

6,603 
0 

.4;761,118 

J,995. 
0 

'2;987,286 

2013 Change 2009 - 2013 

.4,,'.19,428 ., 410,822 . 9.5 
$102,962 62,000 151.4 

~~~ 2,990,400 l,23§,474;-- ,-10Ji 
1,309,500 566,356 76.2 

M35 
6,500 5,800 828.6 

J,015;;35 21<1,209 ·- 'i:6 ! 
---- ---- ----------- -----------------------210,427 

l,257,46.l 
48,747 

0 
845 180 

$13,0~0,685 

210,427 211,663 79,277 59.9 
J,Jil,348 l,126,098 CJS,389 Cl.3 j 

52,369 
0 

-25,688 
0 

-32.9 
0.0 j 
:-_:·1 

I 192 279 372 772 45.5 
s1,1~sos,4~!i.:'.- -·s1:.;_1~1;1_69-- ---- J;s_~-7~4i6_'\_';; i--fJj--1 

Table A.6 summarizes other financing sources, which are primarily one-time events as described 
earlier in the chapter. The most significant other financing source during the historical review 
period was $20.0 million for deficit refinancing in 2012. 
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Table A.6 

General Fnnd Other Financing Sources 
City of Scranton 

2009- 2013 

2009 2010 20[[ 2012 

Actll::il 

2013 Change 
2009 - 2013 

Other Financing Sources 

·.Sale rifASSCts so .SI;8{7;4'13j .. ' so so 0 :,o~_o'-j 
Interfund Transfers [,95[,[05 1,532,058 6,888,136 1,475,590 1,525,412 -425,693 -21.8 

St.it.'? -Oiaiit_ ·RCC!ejPts 150,900 0 0 o~_o'.j 
Deficit Financing 0 20,070,000 0 0 0.0 

/ __ ~tai,e::~mtn .. ReCeiJ}ts 2,000.000 

Total Other Financing Sources Sl,951,105 $3,379,530 S6,888,136 $23,795,590 

Revenue Review-2009-2013: Summary 

The following summary regarding the City's 2009-2013 historical General Fund operating 
revenues and other sources can be made: 

• The City's operating revenues increased by 14.4 percent compared to expenditure 
growth of 9 .1 percent. 

• EIT and refuse fee revenues likely grew in 2013 because of new collectors. 
• The City's real estate tax revenue growth is stagnant and has only increased when 

the City increases the millage rate. The City is unable to benefit from increasing 
real estate market value due to Lackawanna County's outdated reassessment. 

• The City has chronically balanced its annual operating budgets or mitigated more 
severe deficits through the use of one-time revenue sources. 

• City revenue declined midway through the historical review period because of tax 
decreases. The City was fottunate in that economic development produced 
additional revenue for those two years that offset the tax revenue reduction or the 
problem would have been even more severe. It should also be noted that the City 
has no control over the production of development-related revenue, which is 
dependent on outside forces. 
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Expenditure Review-2009 - 2013 

Table A.7 and Graph A.2 below both illustrate that the City's operating expenditures increased 
from $63.5 million in 2009 to $69.2 million in 2013. Total general fund operating expenditures 
(excluding TRAN principal repayments) rose during the historical review period by $4.7 million 
or 7.4 percent. 

General Fund Operating Expenditures 
City of Scranton 

2009 - 2013 
(Excluding Annual TRAN Principal Repayments) 

TableA.7 
2009 2010 2011 2012 

ACfo3I Actual Acitial Aclual 

Employee Expenses 

Direct _Comp_e·nsatfoil- · ··· s2:i;2io;;ic;5 $23,~69,392 sH,sio;i,iii, $25)7{169 
Health Insurance 13,135.052 13,413,227 15,237,940 13,797,633 

W_orkei::s' _C~lnp 4,129,073 3,9I3,030 1,629;790 3,090,912 

Pension 3,851,760 4,108,937 4,255,166 4,514,909 

Other:Etnpl_oyee _EXJ)erises 897;107 908,012 977,099 1,523,591 

Total $46,243,455 S46,212,598 $47,620,691 $48,301,213 

Other Dept. Expenses 

Prof. '._·-services $655,033 $574,751 $483,641 S504;1:1j 
Vehicle Expenditures 815,893 805,421 860,051 855,415 

Laridfill 1,627,050 . 1}41f;l31 J,422;225 I;426,252 · 
-------- ---- -------

Capital Expenditures 1,019,393 610,284 173,775 134,851 
-Ii3hility/t~ShattY:1nsurance·-- - - -- --- --- -- ------

···977,100 
... 

. 828;618 l,I03;401' 1,078,945 
Utilities 1,327,692 1,630,269 1,417,825 1,325,476 

Oth,eipept.-,. EXj>endi_tures 2.273,887 ;l,903878 .l,430,918 1,361,560 

Total $8,797,893 $7,972,833 S6,617,113 S6,7ll,079 

Non Departmental Expenditures 
Interest &"l)ebt EXC TRANS $6,955,636 $6,547;156 S6,'(.69,962 sq,018,2I2 
Tan Series A & B Interest Expense 323,155 460,369 507,168 2,031,241 

SPA' Ciu3nii1tee· - 0 () 
.. -

1;510,949 0 
Other Operating Expense 251,627 491,462 218,395 2,290,860 

Oth(:"r N_Ori D~jmifExpend_injrC 905,051 717.349 583,007 744,318 

Total S8,435,469 S8,2l6,336 S8,078,532 S18,595,579 

Total Expenditures $63,476,817 S62,401,768 $62,316,336 $73,607,872 

2013 

"A'C't'ti'81, 

S26,73l,886 
13,303,285 

2,618,505 

7,579,642 

1,189,231 • 

SSl,422,550 

$449,9.87 
966,523 

. 42§,109 
151,596 

99M53 
1,238,656 

1,573,866 

SS,804,191 

$6,?4~,31~ 
704,930 

1,31\),000 
1,629,006 

568,647 

Sll,958,901 

S69,185,642 

Change 2009 -2013 

.1 %·"'1 ;...._, 1 

2;so1il22 10;3 i 
168,234 1.3 

7 1,510,568 (36.6)1 
3,727,882 96.8 

292,124 32.6; 
5,179,095 104.4 

0205,046 (3L3)j 
150,631 18.5 

01,200,341 (73,8) I 
-867,797 (85.1) 

082,092 (7.6J 1 
-89,036 (6.7) 

'°700,021 (30,8)! 
-2,993,702 (34.0) 

··· :2o!i,3H (3.0) j 
381,775 118.1 

2,310,000 10.0.01 
0 0.0 

Q o .. o \ 
2,482,457 29.4 

$4,667,850 7.4 
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GraphA.2 

General Fund Operating Expenditures 
City of Scranton 

2009 - 2013 
(Excluding Annual TRAN Principal Repayments) 

$60,000,000 -,--------------------------------~ 

S-t0,000,000 

SJ0,000,000 

520,000,000 

SI0,000,000 

2009..\.clual 2010 A dual :2011 Acluaf 2012Ac:tual 1013 Actual 

BPtnonntl Expenditures •Othrr Departmental Exptndlturts o :-.on Departmc-ntal 

Personnel Expenditures 

Similar to most local governments, the services provided by the City of Scranton are labor­
intensive. People are needed to prevent and investigate crime, respond to fire emergencies, 
maintain safe and clean streets, collect refuse and provide the delivery of other important 
services of municipal government. Table A.8 below presents the City's historic General Fund 
personnel expenditures for 2009 through 2013. 
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Historic Personnel Expenditures - All City Employees 
City of Scranton 

2009 - 2013 
Table A.8 

2009 2010 2011 2012 2013 

Ac'tu·a1 Actual ·. Actua1 Actual ActjJal 
Standard Salary $19,625.492 $19,536,532 $22,185,582 $21,316,419 $22,484,171 

Qther.Salary-•(lviisc) 8U,724 .729,836 436,810 546,309_ 484,618 
- ---- -- -------

Longevity Salary 1,080,835 1,085,495 1,288,612 1,474,535 1,631,432 

O_\'.ertii1l,e S_aJai)· 1,711,391 1,511,620 708,323 1,078,666 1,168,809 
- --------------- - ----- - ------------- -- -- --- --- ----

Court Appearance Salary 116,152 136,520 152,387 128,919 107,018 

Social Sccuiity 884,871 869,388 748.981 829321 855,839, 
- - --- --------- -- -------- --- -- ------------ ----------- - -

Total Direct Compensation S24,230,465 S23,869,392 S25,520,696 S25,374,169 S26,731,886 

Unifonn Allowance $267,798 $259,626 $254,878 $240,881 $252,878 

Health lnStirruite 13,135,052 13,4(3,227 15,237,940 13,~9,?,633 13,303;~~?> 

Life/Disability Insurance 305,621 305,253 260,960 578,778 556,871 

Urie'mj>loyment.Ins·\fril,iiCC s1;6'sg 75,958 175,397 36t5.91 49,536' 

Workers' Comp Transfer 4,129,073 3,913,030 1,629,790 3,090,912 2,618,505 

·cit§'· 10%Eail)~-Re'ti~D'jellt 22Q,465 218,424 237,312 2?9,911_ 266,697 
-- -------- --- -----

City Pension 3,851,760 4,108,937 4,255,166 4,514,909 7,579,642 

Police EdtiCatfori·.AJIO\\'UI\Ce 40-,573 48,151 48,551 . 60,429 63:iso 
- -- - --- --- - -------------

Total Other Personnel S22,012,990 $22,343,207 $22,099,995 $22,927,044 $24,690,663 
~-x11e_~!,li_t_~1_res_ --- . ----------
TO_tffl .P.e'i'Soimel _EXipf_Il_~itures S46,243;455 S46,2l2,598 S~7,620,691 S48,30l\213 ssi;4fi,sso " 

Source: Historical Data from City As Provided. 

Change 2009 - 2013 

,;~ _O/o 

2,858,679 14.6 

;3n,106. 

550,596 50.9 

7.542,58! -31.7 ! 
-9,134 -7.9 

·29,032 ;3_3; 

2,501,422 10.3 

-14,920 -5.6 

168,234 1.3: 
251,250 82.2 

,8,IH -H.Ii 
-1,510,568 -36.6 

46,232 21,0j 

3,727,882 96.8 

CJ7,678 38.8 

2,677,673 12.2 

5,l79,095 -1ti·j 

Total direct employee compensation increased by I 0.3 percent between 2009 and 2013. Standard 
salary saw the largest growth in direct compensation and the second highest absolute growth of 
any personnel expenditure, rising by $2.9 million or 14.6 percent. Longevity experienced the 
highest percentage growth in direct compensation, increasing by 50.9 percent or $550,596. 
Overtime costs fell by $542,582 or 31.7 percent. 

Total other personnel expenditures increased by almost $2.7 million or 12.2 percent during the 
historical review period, a greater amount than direct compensation. Pension costs were the main 
factor for the growth. Pension experienced the largest absolute increase of any perso1111el 
category, gradually rising from almost $3.9 million in 2009 to $4.5 million in 2012. In 2013, 
pension costs grew by over $3 million to $7.6 million. The change from 2009 to 2013 was an 
increase of $3.7 million. Pension actuarial valuations are performed every two years and will 
vary based on the value of assets held on the date of valuation. 

City health care expenditures for employee and retiree health care grew by only 1.3 percent from 
2009 through 2013, from a total of $13.1 million in 2009 to $13.3 million in 2013. Health 
insurance costs peaked in 2011 at $15 .2 million and then declined through 2013. Workers' 
compensation related expenditures decreased by $ 1.5 million or 36.6 percent. Graph A.3 
illustrates the proportion of City personnel expenditures in 2013. 
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GraphA.3 

Direct 
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26% 

Workers' 
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$2,618,505 
5% 
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$7,579,642 

15% 
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Expenses 

$1,189,231 
2% 

Other Departmental Expenditures 

Other departmental expenditures fell by $3.0 million or 34.0 percent during the historical review 
period from $8.8 million in 2009 to $5.8 million in 2013. The largest decrease was for landfill 
expenditures. However, the $ I million drop in 2013 was a one-time event that deferred payment 
to subsequent years. The City is repaying the full $1 million in annual payments from 2014 
through 2016. Landfill costs returned to the contractual level in 2014 plus the extra payment 
from the 2013 reduction. Capital expenditures dropped significantly over the historical review 
period, decreasing from $1.0 million in 2009 to $151,596 in 2013. The change was a reduction of 
$867,797 or 85.1 percent. This indicates the City's failure to adequately invest in critical City 
infrastructure and other capital assets, which may limit the City's ability to adequately provide 
future services to its residents. Other decreases included professional services ($205,046), 
utilities ($137,213), and all other depat1mental expenditures ($651,844). Gas, oil, lubricants and 
vehicle repair was the only category to increase, rising by l 8.5 percent. 
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Table A.9 below provides summary data on the City's Other Depatimental Expenditure 
categories. 

Table A.9 

Other Departmental 
PiofeSSioriat· -Services 
Gas, Oil, Lubricants, Vehicle Repair 

Landfill 
Capital Expenditures 

Other Departmental Expenditures 
City of Scranton 

2009 - 2013 

2009 2010 2011 2012 

ACforil A~JUDI Actual 

$655,033 $574,751 
8 I 5,893 805,421 860,05 I 855,4 I 5 

1,621,oso ·· 1,.\iD;if J,4t2,22st 1,>1tMj2 
1,019,393 610,284 173,775 134,851 

2013 Change 2009 - 2013 

S449,987 c205,Q46 -.31:3 i 
966,523 150,631 18.5 
426,709 0 1;200,341 :73c3/ 
151,596 -867,797 -85.1 

--i.iabilit)'/Cas·u,attYln$Ufa_i_lCC-- ·· 1,011tMs ~n;100 >sts;~1llc tJ,ic/3J.f~i; 996,853 -82,092 07.6 ! 
Utilities 1,5 I 9,692 1,806,269 1,616,394 1,534,355 1,382,480 -137,213 -9.0 

Ali6tfierDepartmental Expenditu,es . 2;0.81,887 1,727,878 l,232,:lJ9. !;\$'%;MI \O'/J,430,043 -651,844 •31.3 : 
- -- -- --- - --- ===-

Total Other Departmental Expenditures S8,797,893 S7,972,833 S6,617,113 S6,711,079 S5,804,191 -S2,993,702 -34.0 

Source: Historical Data from City As Provided 

Non-Departmental Expenditures 

Debt service, which represents the bulk of the City's non-departmental expenditures, remained 
relatively stable from 2009 through 2011 at between $6 million and $7 million. In 2012, debt 
service almost doubled following the addition of costs for new bon-owing, payment of a loan that 
had been obtained by the Scranton Redevelopment Authority as an advance for proceeds on a 
proposed tax lien sale, and payment on a state loan. Debt service costs dropped in 2013 when the 
City refinanced. Also in 2012, the City became responsible for the portion of annual debt service 
that the Scranton Parking Authority was unable to pay from SPA resources following default on 
a SPA loan. 

Table A.IO below provides summary data on the City's Non-Depatimental Expenditure 
categories. 

Table A.IO 

Non Departmental Expenditures 

IQ.te'~St &'D"e'bfEXC Tans 
Tan Series A & B Interest Exp 
SPAGurtrarilee 
Other Operating Expenditure 
Ot,hei:_Nfr~_':De·p-~rt-EXJ:)C1,ditu_fe' 
Total 

Non-Departmental Expenditures 
City of Scranton 

2009 - 2013 

2009 2010 2011 

323,155 460,369 507,168 

2012 

2,031,241 
't;slp,949 
2,290,860 

744,318 

S8,435,469 S8,216,336 S8,078,532 S18,595,579 

2013 Change 2009 - 2013 

s~,71f3ts; · /2®,3,1s ·· /(3.0)] 
704,930 381,775 118.1 

2,3)0,000 ~.J!0,000 100.0 i 
1,629,006 0 0,0 

568,647 ··- JL~ ~-Ol 
S11,958,901 2,482,457 29.4 
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Expenditure Review-2009 - 2013: Summary 

During the review period, the following summary regarding the City's General Fund operating 
expenditures can be made: 

• The City's annual operating expenditures have increased by 9.1 percent over the past 
5 years. 

• Public services provided by the City are labor-intensive-employee-related 
expenditures accounted for 74.3 percent of City's operating expenditures in 2013. 

• Pension expenditures have increased by 96.8 percent between 2009 and 2013 but 
health care costs, which traditionally have experienced significant growth, remained 
relatively flat. 

• Non-departmental expenditures increased in patt because the City became responsible 
for a portion of SPA debt. 

• Overtime declined in the fire department and public works from 2009 to 2013. Police 
department overtime experienced significant increases in 2012 and 2013. That trend 
appears to continue for the police depattment in 2014, while fire department overtime 
is also expected to rise for that year. 

• Almost all other depmtmental expenditures decreased during the historical review 
period, including significant reductions in capital expenditures that could have 
implications for city infrastructure and other capital needs in the future. 

• Landfill spending was lowered in 2013 but that money must be repaid over three 
years in addition to the City's regular contractual landfill payment, thus providing 
one-time relief for only one year while increasing costs in subsequent years. 

• In addition to its annual Personnel Expenses, the City of Scranton's taxpayers are 
responsible for long-term personnel liabilities that include retiree pension, retiree 
health care and worker's compensation. 

2014 Operating Budget Review 

The City's adopted 2014 Operating Budget, as amended, projected revenues of $130.5 million 
and expenditures of $130.2 million. The budget included an estimated borrowing of $28.0 
million and payment of $22.0 million for the public safety union comt settlement. The budget 
increased the real estate tax rate to 184.867 mills on land and 40.202 on improvements or a 56.7 
percent increase over 2013. The city also increased its refuse rate by 65.5 percent from $178 to 
$300. 

The Act 47 Coordinator has reviewed the 2014 Operating Budget's preliminary and unaudited 
operating revenues and expenditures. This review as shown in Table A. I I estimates a 2014 
deficit of $4.8 million. The City did not borrow for or pay the court award in 2014. Net revenues 
received are anticipated to fall sh01t of budget estimates by $10.3 million. Net expenditures are 
expected to be less budget estimates by $11.2 million. 
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2014 Operating Bndget 
City of Scranton 

Table A. I I 

Revenue 

2014 2014 Est vs. Budget 
_______ ,>Estimated Budget S % 

Revenues 
Less: 

.!.~~ -~. R~-~-e~~-1~/\.~ti?_ip~_tion No_te 
___ J~!Qfe~_4J!~.!~J:)Q~}-~•ng 

Net Revenues 
--,------"--/ 

Expenditures 
Less: 

T_a,~_~)l~Y-~_Ill_I~ .A.Jlticipati_on Note 
SettlementA ward 

Net Expenditures 

$88,471,090 _ $_130,536,998_ -42,065,908 -32.2 

-$12,200,000 -$\6,0QO,OOO 
Q , -28.000.000 

$76,271,090 $86,536,998 

$93,225,023 $130,195,163 

-S 12,200,000 -$16,000,000 
Q -2.2.orio.orio 

$81,025,023 $92,195,163 

-36,970,139 

3,800,000 
22,000.000 

-11,170,139 

-23.8 
=100.0 J 

-28.4 

-23.8 
-100.0 j 

-12.1 

As shown in Table A.12, the majority of 2014 revenue items are estimated to be lower than 
budgeted amounts, with several categories expected to be $1 million or more under budgeted 
amounts including intergovernmental reimbursements ($2.0 million), interfund transfers ($2.1 
million), miscellaneous revenue ($1.1 million), and licenses and permits ($1.0 million). 
Intergovernmental reimbursements were less than budgeted primarily because SAFER grant 
revenue was lower than anticipated and the amount received was booked as a credit against Fire 
Department expenses. Interfund transfers were lower than budgeted as anticipated increases in 
liquid fuels funding did not materialize. In addition, the City did not complete an asset sale that 
was expected to provide $1. 7 million. 

The parking tax is expected to be $117,065 or 46.8 percent lower than budgeted. In terms of 
other taxes, mercantile/business privilege taxes are projected to be under budgeted amounts by 
$433,119 or 16.8 percent, while the real estate transfer tax is expected to generate more revenue 
than budgeted ($429,005 or 17.0 percent). The amusement tax, in its second year, was also one 
of the few items that brought in more revenue than expected. The difference was an increase of 
$44,685 or 14.9 percent. 
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2014 Operating Revenues 
Table A.12 

2014 2014 Est vs. Budget 
Estimated $ .% 

Real Estate Taxes $27,552,292 
Budget 

$27,943,9~0~3--~·_39_1~,6_1_1.~_-_l~.4 
Refuse Revenues > .. •.c , .. , ;.J:. Ji/126;4n 7,,J)OO,OQO 073,527 .,LF; 
Real Estate Transfer Tax 2,949,005 2,520,000 429,005 17.0 
Eamed IricomeJ'ax '23)iid,29J ·· 24,650,ilOi) '787,707 

,N.~,~~gtilf~U~iness PriyilegeTax _ . 2,150,945 
.:l]arl<lng:JaxF• 134;935 

2,584,064 -433,119 
2$0,i)OO dJ1 ,Q.65 

Commuter Tax 0 0 0 
LST 
Amusement Tax 

1,610,627 '1,650,000 .,3'1,373, 

Otl1erTaxeil 
34<1,§85~~~3_0_0,~00_0 __ ~ __ 44-cc,6_8~5 

o ·. · o o' 
PURTA 63,797 61,000 2,797 
J>enalties&Jntefost Pl)289. 124,100 7il8.9 

-16.8 

0.0 
.. }£:-id 

14.9 

o.<U 
4.6 

Licenses & Permits 2,666,258 3,678,900 .. :l,0J2,642 -27:5 
Fines,Forfeits&Yiolations .·.···.·······. S</38;229 1,407,5.Q.0! . -469,271 °333 . 
InterestEarnings 432 10,000 -9,568 -95.7 
Re.nts& Concessions 2s,Ooo ... ~20,000 :ifri.iil 
Intergoverr1mental Reimbursements 2,950,982 4,976,090 -2,025,108 -40.7 
InLieliofTaxes . . . 2<13,762 . ... .;foo,opo <'.56',238 .c[[fl 
Departmental Earnings 1,323,417 1,735,000 -411,583 -23.7 
UsefF~.ee_s~••~~~~~~-~~~ ~5;592 60,500 · /,\i;.9()8 2~.fi 
MBROs 0 0 0 0.0 
Mi;~ell~11ep;;;Reye11ue:~ .9,39,<139 2,076;500 cl;l'.!7,Q61 i ... f(s!] 
Sale of Assets 

•.• ln(e1-fuli<I 'friu\,;feri 
Bond Proceeds Other 
.Total Ope,'atfug Revenues 

Expenditures 

0 1,700,000 -l,700,000 -100.0 
/ 'l,423,63/! ?1,4s-1,4,i1 :z;oiio)io3 · ~s9:i.i 

0 0 0 0.0 
S76,211,09.o $86,536,998 · ;10,i~s,<Jos f{i:ill 

As shown in Table A.13, total employee expenditures are expected to be $1.7 million or 2.8 
percent over budgeted amounts. Health insurance is anticipated to be over budgeted amounts by 
$3.3 million or 23.4 percent, which balances against lower than expected expenditures for direct 
compensation ($641,186), workers compensation ($703,402) and pension ($293,304). 

Other departmental expenditures are projected to be lower than budgeted by $971,586 or 12.8 
primarily because of reductions in landfill and utility costs. Interest and debt under non­
departmental expenses were paid in part through other revenue sources that are not reflected in 
the 2014 estimated budget figures. 

The TAN repayment is anticipated to be lower than budgeted because the City borrowed only 
$13 million rather than the budgeted $17 million. Unpaid prior year expenses were paid but 
recorded in 2013. As previously noted, a borrowing for the $22 million court award was not 
obtained so the expenditure was not made. The combination of not paying the court award, along 
with unpaid prior year expense and interest and debt payments that are not reflected in the 
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comparison, are the major reasons that total estimated expenditures are $37.0 million or 28.4 
percent lower than budgeted expenditures for 2014. 

Table A.13 

2014 Operating Budget--Expenditures 
City of Scranton 

2014 2014 Est vs. Budget 
Esfimate<I Jfollget 

$28,617,652 $2!1,258,839' .. 6'41;!86 . Dir~CfCOhip'e1iSafj'Oll 
~--~~ 

Health Insurance 

;_·._,v or1c:ers''t~~it>~:~~-~:!.~?~- ___________________ _ 
Pension 

.Ot~e{t01pl~yfeF:f~°'nses· 
TotaI Employee Expenditure .. 

Other Departmental Expenditures 

17,255,449 13,979,150 3,276,299 
2,997,206 3,700,608 ic703,40:f 

12,151,452 12,444,756 -293,304 
l',377,593 1;308,914 '"[t67~ 

~~-~----~~-~~~ 

$62,399,352 $60,692,267 1,707,085 

ProfessionaFServices · ··········· · · .·· ··· · · · ·. · · 426,sJIJ s62,800 

Gas, Oil, Lubricants, Vehicle Repair 876,326 922,229 
Landfill 1,355,680 1;681/111 
Capital Expenditures 78,336 153,000 
Lial,i\fty/Ciisuafty/Irisuran2i ·. . . - <J<jiJfj • 1,000,000 -==== 
Utilities 1,424,126 1,884,450 

Al(QtittrDepart1nentaiti<]n:11diti,t(s_~_···~l,~4~38.,,0,,,0~7ce. =~1"!;3"§5~8.~8~81". '"-'=~~. 
. Tot.al Othe~· Depart~1~ntal Expenditures $6,591,685 

. -2.2j 

23.4 
.019.0 i 

-2.4 
5.2 j 
2.8 

-48.8 
,0.77 

259.3 
0387.6 I 

~on-_departmental Expenses 
lnterest&.PebfEx"Taris -~~~~~,7~;4~].~8~;6~1~$~ ... ~~}2=,~16~.3~,1=4~0~. ~,4,744,525 C39.0 j 
Interest & Debt Leases 0 0 0 0.0 
ScrantollParkingAuthodty 2,653;813 2,450,000 
State Loan Repayment 100,000 100,000 
bih¢'r QperalingE~pe11\e .... 951;416 I,2.2~;829. 
Non Departmental Expenditure $11,123.844 $15,940.969 

·Tot11JOpe1·atingEipe11dittires.• <•··••••••' . $80,lf4,881 •}84il96J506 

TAl'-l l{epay1nen( 
Unpaid Prior Year Expenses 

C9iiitAwards> 
Total Expenditures 

12,986,733 
0 

123,409. • 
$93,225,023 

17,0.0.0,000 
6,798,656 

(22,200;000 
$130,195,163 

203,813 
0 

83) 
0.0 

C,276;413 -22:5 ! 
-4,817,124 -30.2 
24,oin,626 <s4.8 ! 

-4,013,267. 
-6,798,656 

-22,076,591 • 
-36,970,139 

c23.6·: 
-100.0 
,99;4 
-28.4 
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2014 Year End Carryover 
As net 2014 estimated expenditures exceeded net 2014 estimated revenues, the City did not have 
enough cash on hand to satisfy its full 2014 pension payment or various outstanding bills. As 
shown in Table A.14, 2014 is projected to end with a negative outstanding cash balance of $6.6 
million as a result. 

2014 Year End Outstanding Payables 
City of Scranton 

Table A.14 

2014 Estimated Year End Balances 

Cash 

Accounts Payable 

l"_e11sion.Pay111)]e. 

2014 Outstanding Balance 

$di 
-$2,800,000 

-$3,soo,ooo I 
-$6,600,000 
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Appendix B 
Debt Obligations, Pension, and Other Post-Employment Benefits 

The City of Scranton uses various types of municipal borrowings to finance its operations both 
short-term and long term. This is a common practice among many larger municipal corporations. 
The City's short-term general debt obligations include debt that has a maturity date of less than 
one year, such as tax and revenue anticipation notes (TRANs). The City's long-term debt 
obligations include bonds and notes with a maturity date of longer than one year. Along with 
long-term personnel expenses such as pension and health care, the City's long-term debt 
obligations will impact the City's finances for decades into the future. 

Debt Policy 

The Act 47 Coordinator recommends that the City and the City's Authorities implement a debt 
management policy that would include comprehensive guidelines related to the issuance of debt. 
This debt policy would establish criteria for the use of debt, establish guidelines for the City's 
guaranty of any Authority debt issues, insure compliance with the Debt Act, require the City and 
its Authorities to retain appropriate debt management professionals if engaged in debt issuance, 
and stipulate regular updates of the debt policy to ensure that the City and its Authorities use 
their resources to meet the needs of the citizens of the City. 

The City has retained Public Financial Management (PFM) as the City's Financial Advisor. 
PFM is the largest independent municipal financial advisor in the country and is assisting the 
City in developing and evaluating its options and alternatives to improve the City's 
creditwmthiness and access to the financial markets. 

Long-Term Debt Obligations 

As of January 1, 2015, the City's General Fund is responsible for annual debt service payments 
on 12 series of bonds and notes. The City's current annual debt service payments range from 
$10.6 million to $10.7 million from 2015 through 2020. 

The City's current annual debt service requirements do not include any amortization 
requirements for the balance of the estimated $22.0 million Supreme Court award to the police 
and firefighter unions. The two unions and the City have entered into a consent judgment 
regarding the award, and the City continues to explore alternatives to develop a financing 
structure for the award. 

Short-Term Debt Obligations 
The City's sho1t-term debt includes a 2015 Tax and Revenue Anticipation Note (TRAN) for 
$13.0 million, plus interest, due on December 15, 2015. The 2015 TRAN is payable from the 
revenues generated by the City's 2015 taxes and revenues to be collected in 2015. The City's 
long-term and short-term debt obligations are illustrated in Table B.1 and Table B.2. 
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Table B.l 

Long-Term Debt Obligations 
As of January 1, 2015 

City of Scranton 

Outstanding Series Maturity 

08/01/2028 
,; , > ,· .. 09/01/20)4 

Remaining Debt 
Service Jan. 1, 2015 

$6,467,425 
· ' ,.··.·· <m11lllrecl l 

i General Obliga(i<m···•• 
Notes Series of 2002 
Bonds Series :f\of2003 
Bonds Series B of 2003 
Bonds.Serie;¢ of2003 
Bonds Series D of2003 

09/01/2031 '----~~ 
09/01/2033 

39,285,724 
23,341;12()] 

9,697,450 
13onas•Series A of 2012. 
Notes Series B of2012 

···J3011c1rs.;a~sc.1ir2012 
Bonds Series A of 2013 

---------- ------------------

Gu11rai1teedLiase Revenue·· 
Bonds Series of 2004 
Bonds Series of2006 
Bonds Series of 2008 
Total General Fn11d Debt Service 

09/01/2023 
12/3.112022 
12/31/2022 
121:rf/2022 
12/31/2023 

12/15/2016 
11/01/2024 
l 1/01/2026 

11,873,21.5 i 
l,774,450 

iT,266,s:is l 
~~~~-6,365,975 

l,240,470 
13,24l,56fl 
8,350,411 

.$132,898,690 i 

Current Annual Long-Term Debt Service 
As of January 1, 2015 

2015-2020 
Table B.2 

2015 2016 2017 2018 2019 2020 

Debt Service $10,642,849 $I0,646,21 l $I0,721,880 $I0,634,372 $10,641,462 $10,640,353 

Guaranteed Authority Debt 
In addition to the City's General Obligation debt service, the City guarantees the debt of the 
Scranton Parking Authority (SPA). As a debt guarantor, the City is not directly responsible for 
budgeting or making annual debt service payments on its guaranteed debt. 

The SPA has not been able to generate sufficient net revenue from its operation of the SPA 
parking garages to provide the funds required to pay the annual debt service on the SPA's 
outstanding bonds. Annual debt service requirements on the SPA's outstanding bonds amounts 
to approximately $3.3 million, and the SPA has only been able to generate about $500,000 to 
$1.0 million in net revenue per year for debt service In June 2012, the City Council refused to 
transfer approximately $ 1.0 million that was budgeted to pay for the shottfall in the SPA debt 
service to the SPA debt service account. As a result, the SPA defaulted on a debt payment and 
the SPA bond trustee had to use the debt service reserve fund to make the required debt payment. 
The trustee and the insurers of the SPA's outstanding bonds then petitioned the Lackawanna 
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County Common Pleas Court to appoint a receiver for the SPA. The receiver now oversees the 
operations of the SPA parking garages. 

The City has now been required to budget and pay approximately $2.9 million per year to fund 
its guaranty on the SPA bonds. The City has issued a Request for Qualifications (RFQ) to solicit 
and determine interest from the investment and financial community on the feasibility of a 
proposed sale, concession, or lease of the SPA. Initial responses to the RFQ were due to the City 
by January 9, 2015, and the City has received ten responses to the RFQ. These initial series of 
responses to the RFQ will be evaluated by the City and its Financial Advisor to determine which 
respondents have met the guidelines established in the RFQ. Those firms meeting these 
guidelines will then be offered the oppo1tunity to conduct due diligence, access all documents 
and information pe1taining to City and SPA operations, and then develop definite proposals to 
monetize the SPA operations. The City anticipates that the monetization process will be 
substantially complete by September 30, 2015. 

As of January 1, 2015, the total outstanding principal and interest of the Scranton Parking 
Authority bonds amounted to $85.4 million. In November 2014, the SPA also refinanced two 
defaulted bank loans amounting to approximately $3.0 million. These loans are not guaranteed 
by the City. The City will include the operation of the on-street parking meter system in the 
monetization proposed for the SPA garages. The parking meters generate approximately $1.3 
million in annual revenue that currently flows to the City and not to the SPA. 

Letter of Credit 

The City of Scranton currently has an outstanding $5.8 million PNC Bank Letter of Credit 
(LOC) related to the Redevelopment Authority 2008 Bond issue that is due to expire in 
November 2015. The City was able to negotiate a series of one-year term extensions of this LOC 
beginning in 2011 when the original LOC term was scheduled to expire. The LOC provides 
credit enhancement and market liquidity for the Series 2008 Bond issue, which is guaranteed by 
the City. If the LOC is not renewed while the Series 2008 Bonds are outstanding, the City would 
be required to redeem the outstanding bonds at par plus accrued interest or refinance the 
outstanding Series 2008 Bonds. 

The City will need to seek an annual renewal of the LOC from PNC Bank, seek a replacement 
for the LOC in the form of an alternative LOC or other form of credit enhancement for the Series 
2008 Bonds, or refinance the Series 2008 Bonds. 

Pension Funding and Other Post-Employment Benefits 

While payments to the City's combined pension funds and payments for retiree health care are 
not considered debt under state law, these obligations require that the City make annual outlays 
to support these payments to the City's retired employees. 

Combined as distressed pension plans since 1987 under the provisions of the Commonwealth's 
Act 205, the City's police, firefighter, and non-uniformed pension funds provide annual pension 
payments to the City's retired employees. According to the Auditor General's Compliance Audit 
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of August 2014, as of January I, 2013, the Scranton police pension fund has a funded ratio of 
28.8%; the Scranton firefighter's pension fund has a funded ratio of 16.7%; and the Scranton 
non-uniformed pension fund had a funded ratio of 23.0%. The combined pension funds paid out 
approximately $13.0 million in pension benefits to retirees in 2014, while receiving 
approximately $5.0 million per year in investment earnings and contributions from current 
employees. The City currently contributes approximately $9.0 million per year as its required 
annual Minimum Municipal Obligation (MMO) and the Commonwealth contributes 
approximately $3.0 million in annual aid. 

The City's annual MMO is currently about 75 percent of the actuarially required contribution 
under the provision of the Commonwealth's Act 44, which has allowed municipalities to 
"smooth" their MMOs for up to six years. The City's ability to "smooth" its MMO will cease at 
the end of 2016 fiscal year. For the 2017 fiscal year, the City's MMO will increase to at least 
$17.0 million, depending on the actuarial valuation of the combined funds, and is estimated to 
total about $19.0 million per year by 2020. 

The City currently spends approximately $14 million on health care for current and retired 
employees. Since the City is self-insured for health care, it can be difficult to precisely separate 
definitive health care payments to current employees and to retired employees. The City 
estimates that retiree health care payments amount to approximately $7 million per year. 

The City, as part of the overall plan to manage its legacy costs, must begin to establish an Other 
Post-Employment Benefits (OPEB) trust fund and to initiate annual contributions to the trust 
fund. A pay-as-you-go structure for retiree health care and other post-employment payments is 
not a recommended best practice or a sustainable practice for long-term stability. 

Refinance the City's Debt 

The current interest rate environment in the municipal market should provide an opportunity for 
the City to refinance its outstanding debt obligations to lower debt service payments on the 
Bonds and Notes outstanding. The City, however, does not have an existing investment grade 
credit rating. Standard & Poor's (S&P) reduced the City's BBB- credit rating, which was the 
lowest level of investment grade, to BB-, a speculative grade rating level, in September 2011. 
The City then asked S&P to withdraw the public rating. Without an investment grade rating, and 
with the history of the SPA default fresh in the marketplace, the City has encountered difficulty 
in acquiring financing from the capital markets and from financial institutions. The City has paid 
significant interest rate premiums to current market interest rates to borrow TANS and to issue 
the 2012 and 2013 Series Bonds. 

The City must continue the efforts already underway to rebuild the City's creditworthiness, 
including the reduction in the Scranton Parking Authority debt, continued balanced budgets, 
improved cash flow management, and use of various options to improve the fiscal position of the 
City pension system. 
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