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PART ONE
GUIDING PRINCIPLES

Harrisburg deserves a bright future. A financially strong pathway to that future
and Harrisburg's preeminence as Pennsylvania's iconic capital city lie ahead with the
plan that is today being presented for the Commonwealth Court's consideration and
confirmation.

While Harrisburg's receivership plan is characterized as a "recovery plan" under
the legislation adopted by the Pennsylvania General Assembly, and while that
legislation formed the basis for reaching the plan being submitted, it seems more
appropriate, as Harrisburg emerges from the financial challenges that it has faced in
recent years, to refer to the proposed plan in a more positive and forward-looking
manner; hence we chose to call that which is respectfully being submitted for this
Court's consideration and confirmation the "Harrisburg Strong Plan."

The Harrisburg Strong Plan, unlike the preliminary recovery plan that had been
confirmed by this Court in March 2012 (the "Preliminary Recovery Plan"), provides a
comprehensive set of initiatives and funding to allow the City of Harrisburg (the "City") to
address the myriad financial challenges that have for many years plagued the City and
impeded its growth. The Preliminary Recovery Plan had pointed out the many and
serious fiscal challenges faced by the City, and it had suggested, and this Court had
confirmed as appropriate, numerous general approaches that would be pursued during
the receivership designed to provide the City with near-term protection against its
persistent annual budgetary shortfalls (what the Preliminary Recovery Plan referred to
as the City's "structural deficit" — the amount by which the City's operating expenses
exceed its revenues). The Preliminary Recovery Plan had also suggested various
longer term initiatives that, if implemented, could permit Harrisburg to achieve
meaningfully increased revenues generated by a thriving city — additional revenues that
could provide the basis for the City's sustainable financial independence. Furthermore,
the Preliminary Recovery Plan put forth guiding principles that the governor appointed
receiver for the City (the "Receiver") would follow in an effort to address the very
significant obligations arising from the City's ill-fated financial undertakings associated
with its incinerator. In that regard, the Receiver's goal was to implement a
comprehensive plan that would, once and for all, resolve those obligations, thus
permitting Harrisburg to prosper free of the historic uncertainties regarding the City's
obligations for incinerator-related debt — uncertainties that for much too long have
dampened investment in the City and frustrated its growth.

The Harrisburg Strong Plan, it is submitted, accomplishes these previously
announced goals. Importantly, while the Preliminary Recovery Plan was aspirational
and could only be accomplished if all meaningfully affected and interested parties were
to reach agreement, though under no legal obligation to do so, the Harrisburg Strong
Plan can be implemented because virtually all materially affected parties have in fact
agreed to the Strong Plan's terms. Stated differently, what the Receiver asks this Court
to confirm is a plan that can and will be put in place if the financial transactions that are
to fund the Strong Plan can be consummated without interference.



As the public evaluates the Harrisburg Strong Plan, the Receiver asks everyone
to understand that achieving a consensual resolution has been challenging and has
required material compromises by all interested constituencies. Moreover, making a
plan workable has required more than well intended solutions; it has necessitated that
parties not insist on receiving the full benefit of their legal or contractual rights.
Providing meaningful solutions for one set of interests necessarily means that others
need to agree to some accommodations; and this has been true for all the significant
parties or interests that have come together to forge a workable resolution for
Harrisburg's future.

The Strong Plan, if anything, illustrates how cooperation and leadership in a
challenging environment can lead to workable solutions. Necessary to achieving the
Harrisburg Strong Plan has been the commitment of all the parties to look at the
positives that are being offered to them by their agreement to the Strong Plan rather
than evaluating the Strong Plan by focusing on aspects of it that are not ideal or fail to
satisfy each of their goals. Such is the nature of compromise. And by their willingness
to work towards a plan from the perspective of what it affords me and my constituency,
and not from what it does not, civic, community and governmental leaders, as well as
creditor interests, have come together to achieve a resolution that as recently as this
year many thought not possible. So, if the Strong Plan is confirmed and Harrisburg
emerges from its challenging days, it is hoped that in the eyes of those looking for a
template for solving persistent municipal distress, Harrisburg will be seen as a beacon —
showing that a consensual path is much preferable to attempting a resolution in a
dispute-laden environment that inherently brings with it protracted delays, substantial
costs and uncertain results.

Before highlighting the significant components of the Harrisburg Strong Plan, a
general cautionary comment should be made. No plan, no matter how comprehensive,
can take the place of the dedicated and diligent services by public officials and other
civic leaders that will have to perform their work with a focused commitment to
implementing the Strong Plan and achieving its goals. For all who seek sustained
growth for Harrisburg, please understand that the Strong Plan does not guarantee that
Harrisburg will be financially vibrant and self-sufficient no matter how much positive
effort to invest effectively the Strong Plan's resources are made; rather, the Strong Plan
offers a significant opportunity to achieve financial independence and a vital future only
if motivated elected and appointed leaders are allowed to do their jobs without
compromising on the Strong Plan's mandate that spending be kept in check, during the
four-year Strong Plan period, and beyond.

PART TWO
A SUMMARY OF THE BENEFITS THAT THE CITY AND ITS RESIDENTS ARE
EXPECTED TO RECEIVE UNDER THE HARRISBURG STRONG PLAN

While the detailed components of the Strong Plan will be extensively described
below, it seems appropriate to first highlight the central elements of the Strong Plan that
are most meaningful to the City of Harrisburg and its residents. In that respect, the
public should understand that the Receiver's primary responsibility pursuant to the
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Municipalities Financial Recovery Act of July 10, 1987, P.L. 246, (as amended), 53 P.S.
§ 11701.101, et seq. ("Act 47") mandate was to develop a plan that could remedy the
City's persistent financial challenges. While it was incumbent on the Receiver to
balance that primary goal against the separate need to be as fair as possible to the
City's creditors and employees, the Receiver's motivation was to assure the City a solid
and realistic opportunity to put its financial problems behind it and to achieve the goal of
fiscal self-sufficiency best assured through economic growth. Hopefully, the populace
will see the Harrisburg Strong Plan as significantly fostering the City's ability to reach

that goal.

What then are the key components of the Harrisburg Strong Plan?

A balanced budget in 2013.

The expectation of three additional balanced budget years, i.e., through
2016 -- the "Harrisburg Strong Plan Period" --- where in each year the City
can be comfortable that it will have sufficient revenues to meet all of its
required operating expenses.

A comprehensive resolution to the City's historic incinerator-related
financial obligation; going forward the City will have no responsibility in the
future to pay for any of the hundreds of millions of dollars of liabilities for
incinerator-related debts — debts that have increased enormously since
2000 and fundamentally plagued the City and deterred investment in the
City's revitalization.

Ridding the City of its incinerator debt problems without requiring any
increase in the real estate property tax rate currently imposed on the City's
property owners.

$5.0 Million to serve as "working capital" and to pay down high levels of
City payables owed to providers of goods and services. In addition to
needed funds to be provided this year to address the City's anticipated
operating shortfall, this additional $5.0 Million will assure the City that it will
have funds on hand to operate in a normalized fashion at all times in its
fiscal year, something that in recent years the City has been unable to
achieve because of its tight financial circumstances.

The funding of up to $10 Million to be made available over the next
several years to foster meaningful economic development and investment
within the City -- development designed to make the City once again
vibrant and expand the City's revenues through new sources of tax
revenues paid by successful new or expanded businesses or by
individuals investing in housing and improvements within the City.

The funding of up to an additional $10 Million to be infused over the next
several years for repairing, upgrading or building new City infrastructure,
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with those investments meaningfully geared to improving the City's life
quality which, too, can spearhead further investment in the City by
businesses and the resident population.

The Strong Plan contemplates the formulation of a task force to undertake
decision making regarding the deployment of these economic and
infrastructure development funds, with task force membership to be drawn
in part from a diverse group of public officials, or their selected
representatives, as well as from members chosen from leaders of civic,
business, academic and community groups that are part of Harrisburg's
future. It is anticipated that the teamwork that can be fostered through
collaborative investment decisions designed to improve the City's
economy should alone send signals to the investing public that Harrisburg
is on the move, meaningfully fostered by cooperation and inclusiveness
over investment decisions — hallmarks of a sophisticated, modern and
growing City.

The creation and funding of a trust fund to begin to address unfunded
public employees post-retirement health care costs for active and retired
city workers (often referred to as "Others Post-Employment Benefits" or
"OPEB"), and the funding of the trust with up to $6.0 Million as the first
important step to a disciplined approach, manifested by a legislative
commitment of the City, to address this significant municipal obligation.
The vast majority of cities across the United States have not begun to deal
with this problem; but Harrisburg can and should be a leader in doing so,
and by following through on this initiative, it can better assure a financially
stable and strong City.

A meaningful reduction of City labor costs, through the cooperation of
Harrisburg's public unions, and their agreement to material modifications
to their labor contracts through 2016.

A reworking of the City's obligations owed to the bondholders and
creditors who have funded the City's general operations — i.e., the
"general obligation" debts as opposed to incinerator-related obligations.
These modifications to the indebtedness incurred as part of the City's
normal operations will allow the indebtedness to be repaid over a longer
period which the City can afford. By working cooperatively to restructure
these obligations, Harrisburg will be in a good position in the future, and
more promptly than otherwise might have been thought possible, to have
reasonable access, on favorable terms, to the credit markets for the
normal types of financing for capital improvement needs that cities like
Harrisburg require from time to time.

As soon as possible, the return of the City's control over its financial future
to its elected officials, thus bringing the receivership to a conclusion.



PART THREE
A ROAD MAP TO THE PRESENTATION OF THE STRONG PLAN'S COMPONENTS

The components of the Harrisburg Strong Plan will be described in the following
Parts:

Part Four of the Strong Plan will provide a description of the two key
transactions — the sale of the incinerator and the monetization of the City's parking
assets — the proceeds from which are to provide the sources for funding the Strong Plan
distributions to be received by the City or to be used to pay the creditors on terms to
which each meaningful creditor has agreed. The Strong Plan will describe the key
components of each transaction, and the estimated proceeds to be realized from each
transaction. Part Four will conclude with a brief description of the on-going efforts
related to the City's waste and sewer systems, which are not part of financial
consensual agreement with the creditors but are critically important to Harrisburg's
future

In Part Five, the Strong Plan will present a summary of the sources and uses of
City revenues that should provide for a stable budget for the City through the mandated
four-year recovery period through the end of 2016. After describing the estimated
revenues and expenses that would be anticipated in the absence of the funding that is
to be made possible under the proposed Harrisburg Strong Plan, this Part will highlight
the adjusted budgets through 2016 based on the Strong Plan, including the portions of
the transaction proceeds that are to be distributed to the City during the Harrisburg
Strong Plan Period. Each meaningful component of the sources and uses of funds
contemplated by the Strong Plan to be relied upon or distributed to the City will be
explained, such that all of the assumptions leading to the City's balanced budget and to
the fundings to spur economic development, improve the City's infrastructure and create
the initial capitalization of the OPEB trust fund will be explained. Referenced and
discussed extensively in Part Five, and otherwise referenced throughout the
presentation of the Strong Plan, is a comprehensive one page shapshot of most of the
key components of the Strong Plan that are designed to directly benefit the City. This
one page shapshot is attached hereto as Addendum 1 and will be referred to herein as
the Strong Plan's "Financial Snapshot."

In Part Six, the Strong Plan will set forth the distributions to be made to the City's
creditors upon the Strong Plan's consummation and the material terms of the
agreements between the Receiver and each creditor to resolve those creditor claims.
To the extent any creditors are to receive payments in respect to obligations not fully
satisfied at the time of the Strong Plan's consummation from proceeds of the parking
transaction, those future payments will also be described. Furthermore, if payments are
to be made to creditors during the Harrisburg Strong Plan Period or beyond from the
primary fund of the City that captures all revenues and liabilities of the City that are not
assigned to a special purpose fund, known as the "General Fund"”, the Strong Plan will
likewise demonstrate how those payments are to be addressed with funds drawn from
the City's annually budgeted revenues.



In Part Seven, the Strong Plan will describe in general terms the principles that
are to govern the use of proceeds allocated to not-for-profit economic development and
infrastructure improvement corporations and a health care trust fund. In addition, this
Part will set forth the process by which the task force that is to oversee the funds is to
be selected and describe how, pursuant to the guiding principles contained in the
Strong Plan, the governance and operating policies and procedures and strategic action
plan for each of the not-for-profit corporations and the healthcare trust fund will be
established.

In Part Eight, the Plan will describe the conditions to the Plan's implementation
that will need to be satisfied for the Plan's consummation to occur. In that Part,
reference will also be made to supplemental filings and anticipated approvals of
documents and agreements between parties which, while they will contain further
details, will be entirely consistent with the Strong Plan.

In Part Nine, the Strong Plan will describe how in the Preliminary Recovery Plan,
reference was made to the prospect that the Receiver would pursue efforts to negotiate
the resolution of civil claims held by the City or any of its authorities that arose out of
one or more incinerator-related financings that occurred in 2003 or thereafter
(hereinafter the "Incinerator Claims"”). When the Preliminary Recovery Plan was
submitted, the prospects for recovery on any such Incinerator Claims and the timing of
them were uncertain; and they remain so because the Receiver's focus to date has
been to address the vast number of complex issues that required resolution for the
Strong Plan to be negotiated and achieved. Once the Strong Plan is consummated, the
Receiver intends to actively pursue Incinerator Claims. It is currently unknown whether
the Receiver will be successful in efforts to recover sums in respect to the Incinerator
Claims. For this reason, proceeds from Incinerator Claims were not relied upon as a
source to fund the Harrisburg Strong Plan. Nonetheless, if Incinerator Claim recoveries
were to occur, they could benefit additionally the City and its revitalization, and in Part
Nine, the Plan will discuss the pursuit of such Incinerator Claims, and how the potential
recoveries thereon could further support the City's growth and financial strength.

In Part Ten, the Strong Plan will contain a comprehensive summary of various
operational efficiencies and other operational accomplishments that have been
achieved to date pursuant to the Preliminary Recovery Plan, and which are in addition
to the significant components otherwise discussed in the Strong Plan. Part Ten also
presents information relative to the City’s operating budget and revenues and discusses
the collaborative efforts that will continue during the implementation of the Strong Plan
to best assure the operational objectives of the Strong Plan. Finally, this Part of the
Strong Plan sets forth various specific operational initiatives that are to be, or should be,
implemented over the coming years. The specific details of Part Ten are set forth in the
Operational Initiatives and Progress Report component of the Strong Plan, attached
hereto as Addendum 3.

In Part Eleven, the Strong Plan will conclude with a brief discussion regarding
the implementation of the Strong Plan, and this Court's retained jurisdiction with respect
to the Strong Plan to, among other things, address any disputes that might arise.
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PART FOUR
FUNDING OF THE PLAN WITH PROCEEDS OF THE INCINERATOR AND PARKING
TRANSACTIONS.

A. Introduction.

In this Part, we will provide a description of the sale of the Incinerator (hereinafter
defined) and the monetization of the City's parking assets. The Proceeds from these
transactions will provide the sources for funding the retirement of debt, distributions that
will be received by the City, and distributions to the creditors pursuant to the Harrisburg
Strong Plan. This Part will conclude with a brief description of the on-going efforts
related to the City's water and sewer systems. The water and sewer systems, which
were discussed in the Preliminary Recovery Plan, are not part of financial consensual
agreement with the creditors but are critically important to Harrisburg's future.

Throughout the receivership, the Receiver has focused on maximizing the value
of the assets in order to create the broadest opportunities possible to address both the
long-term debt and the structural deficit of the City. As will be described in more detail
below, the process started with finding the highest and best proposal for each of the
assets and then working with the successful party and other third parties to enhance the
value of the transaction. In short, the Receiver has explored many ways to increase the
value of the assets with the aim of resolving the City’s fiscal distress and the below
descriptions summarize the net result of an extensive request for proposal ("RFP")
process and the subsequent negotiations.

The pricing of bonds being used to fund the two transactions described in this
Part Four has not yet occurred. Thus, the exact amount of funds from those
transactions, which are necessary to the successful consummation of this Strong Plan,
are not yet known, and are tied closely to the prevailing interest rates in the municipal
bond market. Fluctuations in the municipal bond market have direct and immediate
effect on the Incinerator transaction and the Parking Transaction (hereinafter defined),
which effect can either be positive or negative and, if negative, could impact the ability
to successfully consummate the Strong Plan.

On June 19, 2013 Federal Reserve Chairman Ben Bernanke spoke about the
Federal Reserve’s intention to phase out its quantitative easing efforts and those
statements combined with other market conditions that had shortly before caused
interest rates to increase, accelerated a rapid rise in interest rates in the municipal bond
market. The rapid rise in interest rates, the continued uncertainty about whether or
when the Federal Reserve might phase out its quantitative easing, as well as other
market conditions, currently combine to create uncertainty and create the risk of further
volatility in the municipal bond market. The rapid rise that was experienced in June,
which has not abated, negatively impacted the amount available to fund the Strong
Plan. The Receiver and the City's significant creditors, nonetheless have been working
cooperatively to address the challenges created by the rise in rates and are and will
continue to develop the possible means and mechanisms that best assure that the



proceeds to be obtained from the Incinerator and Parking Transaction are sufficient to
satisfy the financial condition to the consummation of the Strong Plan.

B. Fair, Open and Competitive Process.

In the Preliminary Recovery Plan, the then-Receiver informed this Court that he
would need to have a much better understanding of the actual value of the assets prior
to negotiating with creditors and addressing the City’s structural deficit. In order to
ascertain that baseline value, the Receiver developed a process to solicit, receive and
evaluate proposals that focused on the following key principles:

Fairness and Openness.

No one party has a monopoly on good ideas; no party should be favored for any
reasons other than its ability to help the Receiver to develop solutions to the City’'s
financial problems.

Confidentiality.

The Receiver desired proposers to deliver their most creative and best ideas
including those viewed as proprietary to the proposer.

Competition.

In order to drive value up to the highest possible level, as much competition as
possible was desired.

Long-term commitment to the City.

The Receiver was looking for a good fit for the City and the region with respect to
both the Incinerator and the parking transactions.

The Receiver developed an extensive process to achieve the above goals. The
Receiver issued Requests for Qualification in February 2012 and provided a systematic
process by which potentially interested parties could obtain information. The Receiver
established a unique three-member screening and evaluations team for each of the
assets. The screening and evaluations teams were populated by individuals who
brought industry expertise and were interested in the good of the public welfare so that
they could provide the Receiver with independent advice, analysis and
recommendations. The screening and evaluations teams provided input pursuant to
established criteria, procedures, and protocols and, as described in more specificity
below with respect to each asset, that process resulted in a counter-party being
selected for each of the transactions. Final negotiations with those selected counter-
parties, which included exploring additional enhancements of the transaction price,
resulted in the two transactions described in Part Four, Sections C and D below.



C. The Resource Recovery Facility ("Incinerator").

1. Introduction.

The Incinerator is an 800-ton per day, three unit, mass burn, waste-to-energy
facility. It is located on a 59.5 acre tract of land owned by The Harrisburg Authority
("THA") located within the City. Municipal waste from the City and surrounding areas,
including waste Dauphin County is committed to provide to the Incinerator under its
current County Solid Waste Management Plan, is transported to the Incinerator by
haulers. The incineration process generates electricity and ash. The electricity is sold
and the ash is disposed of on site or is transported for disposal to a landfill. The
revenues of the Incinerator are primarily comprised of tipping fees (which are amounts
paid by haulers to dispose of their waste and constitute approximately 76% of the
revenues) and electricity sales (which constitute approximately 21% of the revenues).
To a lesser extent, revenues are also generated by sales of ferrous metals and other
fees. Although the Incinerator has been plagued by operating challenges in the past, it
is functioning properly at this time, but the revenues generated only slightly exceed the
operating expenses. Therefore, the Incinerator cannot afford to pay the debt service
related to it. Standing alone, estimates are that the Incinerator is approximately 800%
to 900% over-leveraged.

When the debt-service obligations are included, the Incinerator loses money
every day. The Incinerator is a liability of the City, not an asset. Thus, the goal from the
outset has been to extract the maximum amount in a transaction and use the proceeds
to reduce the indebtedness to the greatest extent possible.

2. Selection of Lancaster County Solid Waste Management Authority.

In order to receive the best price possible, a request for qualifications was issued
in February 2012 and, in addition to posting on applicable websites, the Receiver
actively contacted potentially interested parties, provided access to information and
established a process by which questions could be answered. The Receiver received
five statements from potential counterparties and the screening and evaluations team
recommended that the Receiver deem four to be qualified, which recommendation was
accepted. After site visits and additional information, three selected interested parties
submitted bids which were then evaluated by the screening and evaluations team. After
input from the screening and evaluations team, the Receiver notified one party that it did
not qualify to continue and requested additional information from the remaining two
bidders so that the detailed assumptions behind each bid could be understood and
analyzed. The Receiver directed in-person meetings with the remaining two bidders,
and, subsequently, the screening and evaluations team recommended that the
Lancaster County Solid Waste Management Authority ("LCSWMA") be selected for final
negotiations. After consultation with the Board of THA, the Receiver accepted the
recommendation of the screening and evaluations team and entered into exclusive
negotiations with LCSWMA, which resulted in the proposed transaction described
below.



3. Agreement as to the Terms of the Transfer.

After LCSWMA was selected, the Receiver, THA and LCSWMA negotiated a
term sheet for the transaction based on the terms outlined in LCSWMA's proposal.
Assured Guaranty Municipal Corp. ("Assured Guaranty”) or ("AGM") and Dauphin
County ("County"), the secured creditors of the Incinerator, were briefed and submitted
a joint letter requesting changes to the term sheet. Negotiations among the parties
continued and agreement was ultimately reached. The agreed-upon terms are reflected
in an Asset Purchase Agreement (the "Incinerator Asset Purchase Agreement"),
pursuant to which the Incinerator will be sold by THA to LCSWMA. The Incinerator
Asset Purchase Agreement is included as Exhibit 1 in the book of exhibits in support of
the Strong Plan that is being filed contemporaneously herewith (the “Strong Plan Exhibit
Book”). The Exhibits contained in the Strong Plan Exhibit Book are hereby incorporated
by reference in their entirety and are hereby submitted to the Court for consideration
and approval as part of the Harrisburg Strong Plan.

While the Incinerator Asset Purchase Agreement has been agreed to among the
parties to it, and is expected to be approved by the boards of the parties prior to the
hearing of this Court on confirmation of the Strong Plan, there remains one component
of the purchase price for the Incinerator that fluctuates because the purchase price is
based in part on the cost of borrowing. If tax-exempt interest rates rise, proceeds will
be reduced. If tax-exempt interest rates decline, proceeds will be increased. A
methodology for adjusting the purchase price based upon a sizing model and pricing
model has been agreed to by the parties and is included within the Incinerator Asset
Purchase Agreement. This methodology will be utilized to set the final purchase price
on the date the tax-exempt bonds are sold to the capital markets. Based on market
conditions that exist as of the filing of the Strong Plan, the purchase price is expected to
be in the range of $126 Million to $132 Million. The price paid by LCSWMA could also
be reduced if the assets of the Incinerator are materially diminished or there is a
catastrophic event, but these latter events are believed to be unlikely. Part Six, Section
C of the Strong Plan addresses how any increase or decrease in the estimated
purchase price will affect the closing of the Incinerator Asset Purchase Agreement and
the consummation of the Strong Plan.

In addition to the price for the Incinerator, the Incinerator Asset Purchase
Agreement contains the other material terms and conditions pursuant to which the
assets will be transferred from THA to LCSWMA and provides for the rights and
obligations of THA and LCSWMA. In addition, the Incinerator Asset Purchase
Agreement contains certain conditions precedent to the closing of the sale to and
purchase by LCSWMA. Among those conditions are requirements that Dauphin County
and LCSWMA establish the terms of their going-forward relationship. In order to do so,
the County is filing with the Department of Environmental Protection a "Waste
Management Plan Revision" which delegates to LCSWMA all the County's duties and
powers under Act 101 with respect to the disposal and processing of all regulated
municipal waste generated within Dauphin County, except certain waste from
construction and demolition activity and responsibility for the operation of the County’s
Recycling program, pursuant to a delegation agreement between the County and
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LCSWMA. In addition, prior to the closing of the sale of the Incinerator, the County and
LCSWMA will enter into a 20-year cooperation agreement under which LCSWMA wiill
agree to certain maximum per ton disposal fees and the County will ensure certain
minimum revenues of the resource recovery facility. All of these documents have been
negotiated and are in near final form and, along with the enabling ordinances, are
expected to be approved in the coming weeks.

In addition, a condition of LCSWMA's obligation to complete the transaction is
that a Waste Disposal Agreement (the "Waste Disposal Agreement”) be entered into
which will set forth the terms of the City's relationship with LCSWMA, including tipping
fees, host fees, and minimum and bonus thresholds for delivered tonnage. The
mechanism by which the parties will do so is that the City will restate the City's current
waste disposal agreement with THA upon its assignment from THA to LCSWMA at the
closing of the transaction. The Waste Disposal Agreement that will be entered into
between the City and LCSWMA is included as Exhibit 2 to the Strong Plan Exhibit Book
and incorporated herein by reference.

It is anticipated that City Council of the City of Harrisburg (the "City Council™) will
adopt a resolution approving THA's transfer of the Incinerator through the Incinerator
Asset Purchase Agreement and agreeing to amend and restate its current long term
Waste Disposal Agreement. The resolution will be filed with this Court upon its
approval.

4. Additional Value.

As noted above, LCSWMA, which is a strategic buyer with access to low cost
tax-exempt debt and a nearby incinerator of its own, had the highest bid for the
Incinerator. The Receiver sought out enhancements in order to maximize the amount
available so that the parties would be in a position to arrive at a consensual resolution.
By way of illustration, we highlight two of the enhancements here.

(@) RACP Grant.

A Redevelopment Assistance Capital Program ("RACP") grant of
$8.0 Million to benefit the Incinerator was authorized by the 2011 Capital Budget Act
and initially was intended to be used for, among other things, improvement of the steam
lines at the facility. Through efforts of the Receiver and the Department of Community
and Economic Development, the RACP grant will be available to pay for other much
needed improvements to the Incinerator and will be transferred from THA to LCSWMA
as a condition of the closing of the Incinerator transaction. In addition, LCSWMA will be
able to access approximately $8.0 Million maintained under the THA trust indenture
related to the THA Incinerator bonds as a match to the grant. The combination of these
amounts will result in at least $16 Million of improvements that are expected to be made
during the next several years as well as a $16 Million increase in the purchase price for
the Incinerator. To assist in the RACP grant process, pursuant to a RACP Cooperation
Agreement (expected to be executed on September 11, 2013) (the "RACP Cooperation
Agreement"), Dauphin County will be the Applicant and Grantee for the RACP Grant,
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and LCSWMA will be the sub-Applicant and sub-Grantee. The RACP Cooperation
Agreement is in substantially final form. LCSWMA has prepared the grant application
and associated business plan and it has been filed with the Commonwealth’s Office of
the Budget.

(b) Power Purchase Agreement with Department of General
Services.

THA currently sells the electricity generated by the Incinerator into
the spot market or procures short-term contracts if more economically beneficial. The
ability to lock into a long-term contract with a state or municipal purchaser of the
electricity generated by the Incinerator has significant value and increases the price
LCSWMA is willing to pay by a material amount. There are two reasons for this. First,
the laws and regulations relating to issuing tax-exempt bonds do not permit a municipal
authority to issue tax-exempt bonds for electricity output, unless it is sold to a state or
local government. Second, if LCSWMA were to take price risk for sale of electricity over
the next 20 years, it would be forced to take a conservative view and use current rates
(just over $.04 per Kwh) to project revenue from electricity sales and set the purchase
price accordingly. On the other hand, because current rates are historically low, it is
advantageous to a purchaser of electricity to lock into a long-term contract with some
predictable and affordable growth assumptions for rates.

Taking advantage of these realities, the Receiver, THA and
LCSWMA have worked with Pennsylvania’s Department of General Services to develop
a win-win arrangement. LCSWMA will sell the steam output of the Incinerator to the
Borough of Columbia, which will lease the Incinerator turbine from LCSWMA and sell
the electric output to the Commonwealth of Pennsylvania (the "Commonwealth™). In
turn, pursuant to the Intergovernmental Power Purchase and Sale Agreement (the
"Power Purchase Agreement”), the Commonwealth agrees to take substantially all of
the output from the Incinerator at prices that are fixed for the next 20 years, and also to
purchase electricity capacity from the Incinerator. The arrangement enables the
Commonwealth to lock in to an affordable, predictable cost for electricity and hedges
against electricity price volatility or sharp spikes in prices. LCSWMA through this
arrangement is able to issue tax-exempt bonds to fund the purchase price (which
reduces the interest costs and thereby increases the upfront price they are willing to
pay). LCSWMA can also monetize this payment stream at a significantly higher yield to
the purchase price than that which would have been paid had LCSWMA had to assume
the risk of future fluctuations in electricity pricing. The material terms of the Power
Purchase Agreement include: A term of 20 years; range of prices per kWh are $.04022
in the first year to $.07169 in the 20th year; capacity charges are based upon agreed
upon projections. To further protect the Commonwealth, the Power Purchase
Agreement provides for certain "clawback" provisions if the kWh price under the
contract exceeds the then market rate. This arrangement helps all parties to manage or
reduce risk while increasing the value made available to the Strong Plan.

The execution and approval of an electric plant agreement between
LCSWMA and the Borough of Columbia (expected to be approved by the Borough of
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Columbia on September 9, 2013 and by LCSWMA on August 29, 2013) is one of the
conditions of LCSWMA's obligation to close the transaction. The execution of the
Power Purchase Agreement between the Borough of Columbia and the Commonwealth
is also one of the conditions of LCSWMA's obligation to close the transaction. The
Power Purchase Agreement is expected to be executed by the Borough of Columbia on
September 9, 2013 and by the Commonwealth in September, 2013).

D. The Parking Transaction.

A transaction involving the City's and the Harrisburg Parking Authority's parking
facilities (as further described below, the "Parking Transaction") includes a tax-exempt
bond financing which provides current proceeds and includes future payments to meet
the needs of the City in four ways — (1) by increasing the amount of annual parking tax
revenue that had been available to the City's General Fund to 20% of the aggregate off-
street parking revenue (as described in Part Four, Section D.4(d)(i) below); (2) by
providing for enhanced annual cash payments from the operation of the Parking System
(as described in Part Four, Section D.4(d)(ii)below); (3) by providing a lump sum of cash
to the City at the closing of the Parking Transaction from the up-front portion of the
transaction price (as described in Part Four, Section D.5 below); and (4) by providing
that a portion of future surplus revenue from the Parking Transaction will be available to
the City, (as described in Part Four, Section D.4(d)(iii) below).

1. Introduction; Parking Operating Revenues Before the Proposed
Parking Transaction.

The Harrisburg Parking Authority ("HPA") and the City own and operate
10 public parking garages and five public parking lots, with approximately 9100 parking
spaces. It is currently expected that nine of the public parking garages and four of the
public parking lots will be included in the Parking Transaction (the "On-Street Parking
Assets"). The City has approximately 1250 on-street parking meters in the Central
Business District and adjacent areas. The revenues from these facilities are pledged to
secure approximately $106 Million of outstanding tax-exempt bonds issued by HPA.
Payments by the HPA to the City of net parking revenues from the operation of the
parking facilities and parking meters in the past were meaningful, but in recent years, for
a variety of reasons, have been significantly less than in prior years. Moreover, the
amount received in the past several years has been significantly less than was
budgeted by the City. Specifically, payments have declined from historic highs of
$4.0-$5.0 Million in 2005 and 2008 to approximately $250,000 in 2012, with a similar
amount expected in 2013. The significant declines in net revenues resulted from
increased capital and maintenance expenses, increased bond debt service (including
bonds used to fund City operating expenses in 2010 through an expensive long-term
working capital bond issue), and unpaid amounts due from Harrisburg University with
respect to the Harrisburg University garage. In addition, while parking tax revenues
increased significantly in 2012 due to an increase in the parking tax rate to 20%, only
about $1.9 Million of the $3.3 Million in parking tax revenue in 2012 was ultimately
available to the City’'s General Fund. The remaining $1.4 Million was used to
supplement debt service on the 2010 Series U Bonds issued to raise cash for the City
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and used to cover certain payments not received from Harrisburg University with
respect to the 2007 Series R Bonds issued to finance the acquisition of the Harrisburg
University garage.

2. Proposals for the Parking Monetization and Selection of Harrisburg
First.

The Receiver issued a Request for Qualifications Related to the Assets of
the Harrisburg Parking Authority (the "Parking RFQ") on February 10, 2012. Fourteen
statements of qualification were received by the March 12, 2012 deadline. The
Receiver established a three member screening and evaluations team to review the
statements of qualification and report its recommendations to the Receiver as to which
interested parties should be deemed qualified to submit proposals. The screening and
evaluations team recommended, and the Receiver agreed, that 12 of the proposers
were qualified to participate in the second phase of the selection process. Of those 12,
nine teams actually submitted a term sheet and proposal by the deadline. The nine
proposals fell primarily into two categories, the "concession model" and the "tax-exempt
bond financing model.” A number of the proposals included variations on these models.

The historical "concession model® provides a one-time upfront cash
payment in return for giving "ownership" (usually in the form of a long-term lease) of the
assets to a private party for a 50-75 year period in a transaction with a taxable capital
structure. This structure is comprised of private equity and taxable debt. In return, the
private party provides state-of-the-art technology and management of operations and
assumes the cost and risk of capital expenditures. The private taxable financing
structures have a higher cost of capital associated with them in return for the private
investors assuming these risks. In addition, the private investors may benefit from the
potential of the long-term operating income enhanced by the lower operating costs and
advanced techniques for revenue optimization. The municipality’s income during the
concession term is typically limited to parking tax revenues and real property taxes.
This structure has sometimes been criticized as a "give-away" of public assets at too
low a price. Some of the concession model proposals included sharing a portion of the
upside of the operating income to permit the City some of the benefit from the ultimate
performance of the Parking System; however, this approach would have resulted in
reduced up-front proceeds.

The historical "tax-exempt bond financing model" provides a lower
available cost of capital by taking advantage of tax-exempt interest rates (assuming an
investment grade credit rating for the bond issue). Under this model, the operating risk
and the residual long-term operating income potential would be retained by the City.
The City would retain the cost and risk of capital expenditures and operating income
and long-term value could be limited by the absence of state of the art technology and
operations management. Several of the proposals provided a variation of this model to
include a coupling of private management and in certain cases, some level of private at-
risk capital.
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The screening and evaluations team and the Receiver’s advisors engaged
in an extensive evaluation and dialogue process with the proposers, including requests
for additional information and submissions. Aware of the criticisms and pitfalls
surrounding a prior proposal to monetize Harrisburg's parking assets as well as those
surrounding several concession model parking transactions around the Country, the
Receiver and screening and evaluations team worked to avoid many of the problems
identified with those transactions. Due to the impact of the City’s financial distress on
the projected costs of private debt financing for the transaction and the need for returns
on investment generally in excess of 11%, the projected proceeds from the concession
model proposals were substantially lower than was previously thought and lower than
those from several responsive and responsible tax-exempt bond financing proposals.

The screening and evaluations team and the Receiver's advisors favored
the tax-exempt bond financing model with private management and some private at-risk
capital due to the significantly higher up-front proceeds of the proposals and the
opportunity for significantly higher continuing payments over time. In addition, this
model provided for the possibility of minimizing the risk of closing because a
subordinated unrated portion of the debt could be held by the participating financial
institutions.  The evaluation and review resulted in the recommendation by the
screening and evaluations team and the determination by the Receiver on October 15,
2012, to select the "Harrisburg First” consortium as the finalist counterparty for the
Parking Transaction. The Harrisburg First team is comprised of the individual firms
Guggenheim Securities LLC, an affiliate of Guggenheim Partners ("Guggenheim"),
Piper Jaffray & Co. ("Piper"), AEW Capital Management, L.P. ("AEW") and Standard
Parking Corporation’s subsidiary Standard Parking SP Plus Municipal Services
("Standard").

3. Increasing the Value of the Parking Transaction.

The Receiver was concerned that the projected proceeds from the
proposals would still not be sufficient to achieve a consensual resolution with the City’s
creditors. Consequently, the Receiver worked over time to find ways to increase
materially the value of the Parking Transaction. These efforts involve a number of
different elements, with the two most significant being negotiating a long-term contract
with the Commonwealth for the lease of a significant number of parking spaces and
negotiating with Dauphin County and AGM for them to provide credit enhancement for a
portion of the contemplated bond issue.

(@) Lease of Parking Spaces by the Commonwealth.

The Department of General Services of the Commonwealth
("DGS") has an existing parking contract covering 1500 spaces that expires in 2016. In
addition, several other parking contracts with Commonwealth agencies or
instrumentalities were identified by DGS and discussions began about a long-term
contract consolidating the existing contracts and covering a significantly expanded
number of spaces. The potential arrangement offered the Commonwealth stable and
affordable parking with predictable pricing over a long-term period and it offered the
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Parking Transaction a large predictable income stream backed by a credit-worthy entity,
the Commonwealth. The long-term lease with DGS (the "Commonwealth Lease") is
now expected to include more than 4,500 parkers. Initial monthly rates are expected to
be $140 per space per month, and after variable increases over the first four years, the
price per space will increase by approximately 3% per year over the remainder of the
term. DGS has been very helpful and cooperative in working out the proposed contract
and will in turn benefit from a more cost-efficient and stable long-term pricing model and
increased efficiency through the use of technology and data to maximize the utilization
of Parking Assets. All or substantially all of the parking garages and parking lots owned
and/or operated by the Harrisburg Parking Authority, and approximately 1250 metered
parking spaces operated by the City, together with related contracts and personal
property, will be transferred as part of the Parking Transaction. The Parking
Transaction will benefit from significantly higher proceeds based on the lower interest
cost of the portion of the parking revenue bonds that will be secured by the
Commonwealth Lease. This win-win arrangement is one of the key elements of
generating sufficient value from the Parking Transaction to make a consensual
settlement with the City’s creditors possible.

(b) Credit Enhancements.

The other material driver of increased value for the Parking
Transaction are credit enhancement by Dauphin County and AGM of a portion of the
bonds to be issued. Such credit enhancements will materially lower the interest cost on
the enhanced bonds. In addition to credit enhancement on the bonds, AGM may
provide a surety bond to replace or reduce the debt service reserve fund. The surety
bond would be substituted for the bond proceeds that would otherwise have to be used
to fund the debt service reserve fund, further increasing the available proceeds.

4. Structure of the Parking Transaction.

The Parking Transaction is being structured to minimize the interest cost
and maximize the up-front proceeds, while maintaining a reasonable level of projected
cash flows as debt service coverage and to provide future payments to the City for its
fiscal needs and settlement of creditors’ claims. The details of the Parking Transaction
are provided in the Summary of Proposed Terms (the "Term Sheet"), which is attached
hereto as Exhibit 3 to the Strong Plan Exhibit Book and hereby incorporated into the
Strong Plan.

In this Part Four, Section D.4 and the following Part Four, Section D.5, we
will highlight what the Receiver considers the most salient aspects of the Parking
Transaction. In this Part Four, Section D.4, we will discuss (a) the role of the
Pennsylvania Economic Development Financing Authority ("PEDFA") in acquiring a
leasehold interest in the parking assets; (b) the day to day operations of the Parking
System and the roles of AEW and Standard; (c) the mechanism for monitoring, rate-
setting and providing feedback regarding the operations of the Parking Transaction; and
(d) the benefits to the City derived from the Parking Transaction and the distribution of
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annual proceeds from operations. Part Four, Section D.5 will then conclude with the
details of the bond issuance and the use of those proceeds.

(@) PEDFA's Role in the Parking Transaction.

The structure of the Parking Transaction with PEDFA is expected to
qualify the parking revenue bonds to be issued by PEDFA (the "PEDFA Bonds") as tax-
exempt bonds for federal income tax purposes, resulting in lower interest rates and
higher proceeds, an absolutely essential element to producing enough proceeds from
the transaction and payments over time to achieve a consensual settlement with the
City’s creditors. The Parking Transaction will involve a transfer of Parking Assets from
HPA to PEDFA pursuant to an "Asset Transfer Agreement" and through a lease of the
parking garages and lots and a ground lease of the underlying land, all under a 40-year
lease (the "Lease") subject to extension until the PEDFA Bonds and certain other
obligations are fully satisfied. The Lease may also be terminated earlier if turbo
redemption of the PEDFA Bonds occurs as projected and the other obligations are
satisfied sooner. Currently, title to three of the parking garages and one parking lot
operated by HPA is in the name of the City, and these will be conveyed to HPA so that
all of the Parking Assets can be transferred and covered by the Lease. Upon expiration
or earlier termination of the Lease in accordance with its terms, all of the Parking Assets
transferred to PEDFA will automatically be transferred to the City, without payment.
The Parking Transaction will also require the City to transfer to PEDFA a long-term
franchise/license for the operation of the On-Street Parking Assets meters and to
delegate rate-setting authority to PEDFA or another entity. In addition, the Parking
Transaction will require the delegation of parking enforcement powers by the City to a
to-be-determined governmental agency which will in turn contract with Standard to
perform these functions (the "Enforcement Delegation”). The Asset Transfer
Agreement and the transfer of the parking garages and parking lot from the City to HPA,
and the Enforcement Delegation will need to be approved by the City Council and are
requirements to the closing of the Parking Transaction.

It is anticipated that City Council will enact an ordinance approving
the transfer of the Parking Assets discussed above, the Asset Transfer Agreement and
the Enforcement Delegation. The ordinance will be filed with this Court upon its
approval.

(b) Day to Day Operations of the Parking System.

PEDFA is expected to delegate its operational responsibility and
functions as follows. First, PEDFA is expected to select a qualified designee
("Designee”) to perform certain administrative functions and responsibilities of PEDFA
under the Asset Transfer Agreement and the Lease. PEDFA or the Designee will, in
turn, enter into an "Asset Management Agreement” with AEW. AEW is headquartered
in Boston and currently actively manages approximately $23.7 billion of real estate
assets and securities in North America on behalf of institutional and private investors.
The Asset Management Agreement will have an initial term of up to 15 years and will
govern AEW's role in asset management, property management and supervision of
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operations of the Parking System. AEW will be paid a fixed base management fee, plus
a performance management fee, under certain circumstances.

AEW on behalf of PEDFA is expected to enter into a Parking
Management Agreement with Standard, which is the largest parking operator in the
United States. Standard's corporate offices are in Chicago and it has regional offices
throughout the Country, including in Philadelphia and Pittsburgh. Standard has
approximately 130 operations in Pennsylvania, including greater Philadelphia, Scranton,
Allentown, Pittsburgh, Wilkes-Barre, and Harrisburg (at the Harrisburg International
Airport). Most of Standard’s operations are at locations with less than 2,000 parking
spaces, thus the Harrisburg Parking System will be a large and important operation for
Standard. The Parking Management Agreement will have an initial term of up to 15
years and will govern the management of the operations of the off-street parking
garages and lots and the On-Street Parking Assets. Standard will be paid a parking
management fee of $350,000 per year, increasing annually at the lesser of inflation or
3%, plus a performance management fee under certain circumstances.

Standard will offer employment to existing employees of HPA as
well as six City parking enforcement employees. Initial wages rates and health benefits
have been negotiated by the Receiver with Harrisburg First. The Receiver and HPA are
also in the process of negotiating a transition agreement with the AFSCME bargaining
unit representing HPA employees, which is a condition of the transaction. The
proposed transition agreement with AFSCME includes a separation benefits package
that will be offered by HPA to all of the unionized employees of HPA and some of the
management employees. One important element of obtaining maximum value for the
Parking Assets was substantially reducing operating costs. At the same time, the
Receiver believes it is important to treat HPA employees fairly and to soften the impact
of the transition to private operation of the Parking Assets.

(© Monitoring, Rate-setting and Advisory Committee.

AEW will be responsible for providing detailed reports with respect
to the finances and operations of the Parking System to the interested stakeholders,
including the City, and Standard and AEW will be required to prepare annual operating
and capital budgets for approval. AEW will also prepare and submit for approval a 10-
year capital plan, which is updated annually and expected to be revised based on
updated engineering studies every three to five years. The Parking System will be
required to be maintained and operated in first class condition and repair.

As described in the Term Sheet, the City will agree to cooperate in
a manner that is designed to best assure the success of the Parking Transaction.
Additionally, as described in the Term Sheet, parking rates and parking fines will be
increased at the outset of the Parking Transaction. As part of that initial rate adjustment,
the relationships between parking rates for on-street parking and transient off-street
parking rates and between parking rates for on-street parking and fines for overtime
parking will be adjusted to make them more in-line with industry standards and best
practices. Going forward, rates will be set with fixed increases for the first four years.
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After the fourth year, increases in rates across the parking system are limited to the
greater of inflation or 3% per year.

An "Advisory Committee" comprised of one representative of each
of AEW, Standard, HPA, PEDFA's Qualified Designee, the Mayor, the City Council and
DGS, will be established. The Advisory Committee will annually review operations and
provide feedback and input to PEDFA's Designee, AEW, and Standard with respect to:
(i) proposed expansion or contraction of the system or operations, (ii) contractual
compliance, (iii) residential permit parking, (iv) enforcement, (v) technology and capital
improvements, (vi) customer enhancements, (vii) rates and budgets, and (viii)
community relations and outreach.

(d) Benefits to the City and the Distribution of Annual Proceeds.

As detailed above, the structure of the Parking Transaction permits
the City to realize the potential benefits of low tax-exempt interest rates, a substantial
up-front payment (as described in Section D.5), technology upgrades, more cost
efficient private operation and management, not having to support a private capital
return on equity of 11% or more, higher up-front proceeds, and the benefits over time of
increased profitability via payments from surplus revenues. Standard will develop and
implement strategies designed to create turnover of parking spaces to accommodate
visitors, patrons and citizens conducting business, which promotes and ensures
economic vitality, and residential parking permit programs promoting quality of life for
residents by managing parking supply, reducing traffic congestion and creating a safer
environment for neighborhoods. The City will receive the specific annual financial
benefits described below:

0] Priority Parking Payments.

The City will continue to receive parking tax revenue from all
parking lots and garages open to the general public as well as certain payments from
the Parking Transaction (the "Priority Parking Payments"”). As noted in the Introduction
to this Part Four, Section D, the City currently collects parking tax revenue, but only
approximately $1.9 Million in parking tax revenue was ultimately deposited to the City’s
General Fund in 2012 and 2013. The effects of the Parking Transaction and the
ancillary agreements required to effectuate the Parking Transaction operate to make an
estimated $3.3 Million in annual revenues in the form of the Priority Parking Payments
and parking tax revenues available for use in the City's General Fund. This increase in
revenue, which is derived from a combination of increased revenue and the elimination
of obligations requiring payment from parking meter revenues and parking taxes is
expected to be fully realized starting in 2014 and is included in the new budget for the
City as is described in Part Five of the Strong Plan.
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(i) Fixed Payments to the City from the Operation of the
Parking System.

The City will receive a fixed payment of $1.5 Million per year
(increasing annually at the rate up to 3%) for each year of the term of the Parking
Transaction. This amount, which is to be paid after operating expenses and debt
service on the PEDFA Bonds and which commences at $1.5 Million is comprised first of
the current budgeted amount of parking meter enforcement revenue of $1.1 Million; but
that $1.1 Million is increased by $400,000 per year permitting the City to share in the
anticipated increased parking revenue resulting from the expected rate structure, fines
and gains in efficiency of operations. The fixed annual fee replaces the City's current
reliance on the success of collecting budgeted enforcement revenue, thereby removing
the uncertainty and fluctuation that have been a part of past annual budgets.
Significantly, the City will no longer bear the costs of enforcement or maintenance of the
meters.

In addition to the annual payment described above, after
operating costs and debt service on the PEDFA Bonds are accounted for, the City will
receive a new source of parking-related revenue in the nature of rent under the Lease of
$500,000 per year, increasing annually for the first six years at a rate up to 3% and
thereafter continuing at a fixed amount throughout the term of the Parking Transaction.
Starting in 2014 and continuing through 2018, the amount of rent is expected to be
supplemented so that the aggregate of the amount of rent and the supplement are
expected to equal $1.0 Million in 2015, $1.5 Million in 2016 and 2017 and $2.0 Million in
2018.

(i)  Residual Payments from Excess Cash from the
Operation of the Parking System.

As noted above, the Receiver preferred the tax-exempt bond
structure in part because residual cash flow would not be required for a return on equity
or to pay higher cost taxable debt. Under this structure of the Parking Transaction,
annual revenue will first go to satisfy the operating expenses of the Parking System and
then the management and administrative fees of the parties providing services to the
Parking Transaction. Next, the debt service on the PEDFA Bonds (as described below)
will be paid to the bondholders. Then, the City will be paid the two fixed payments
described in subsection (ii) above. A portion of any remaining funds will then be used to
fund and maintain a capital reserve fund, which is designed to ensure funds are
available to maintain the Parking System. The projected residual cash flow (the "Future
Parking Operations Net Proceeds") is significant and anticipated to grow over time,
though most of the residual proceeds will not occur until a significant amount of the
bond indebtedness has been satisfied. The Future Parking Operations Net Proceeds is
expected to be used to both assist the City with its General Fund budget requirements
and to provide additional payments over time to certain creditors as is more fully set
forth in Part Six of this Strong Plan.
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5. Bond Issuance and Use of Proceeds.

The PEDFA Bonds which will be issued to finance the acquisition of the
Parking Assets will be tax-exempt parking revenue bonds and are anticipated to be
rated in one of the two highest rating categories and issued in two or more series of
bonds. The up-front proceeds will be applied first to redemption and satisfaction in full
of the existing HPA bond indebtedness (currently estimated to cost approximately $99
Million after the application of the funds in the existing debt service reserves). The
proceeds will also be used to commence funding the capital reserve account and pay
the costs of issuance related to the Parking Transaction. The remaining amount (the
"Net Parking Proceeds") under current market conditions is expected to be between
$258 Million and $268 Million. The uses of the Net Parking Proceeds are explored in
depth in Parts Five and Six of the Strong Plan.

The final structure of the PEDFA Bonds, including the investment ratings
of each series of the PEDFA Bonds, the interest rates on the PEDFA Bonds, the
principal amount of the PEDFA Bonds and the necessary documentation will depend
upon a number of factors, including review by the rating agencies and market interest
rates in the tax-exempt municipal bond markets as of the date of pricing of the PEDFA
Bonds and the approval of the transaction by the parties, including PEDFA's Board.
There are a number of conditions precedent to closing which are being addressed by
the Receiver and various parties as detailed in Part Eight of the Strong Plan. The
Receiver anticipates closing the Parking Transaction in mid-November 2013, subject to
possible delays with satisfaction of the conditions precedent to the closing which will be
detailed in the Asset Transfer Agreement.

E. The Water and Sewer Systems.

As provided for in the Preliminary Recovery Plan, the Receiver analyzed the
water and sewer systems and looked for ways to improve those systems' impact on the
City and its finances. Although those systems will not be monetized as part of the
Harrisburg Strong Plan, the Receiver has helped structure a path forward for those
systems so that those systems are working in conjunction with and are supportive of the
Harrisburg Strong Plan. The operational changes and THA's ability to access the credit
markets, discussed below, relieve the City of a current stress on its budget while
improving the physical condition of the water and sewer systems.

As background, THA owns and the City operates the water system which
includes supply, treatment and distribution systems. The sewer system is comprised of
both wastewater and stormwater systems. The wastewater system serves the City and
the surrounding suburban communities and its ownership is divided between the City
and THA. Its operations are governed by a series of arrangements between the City
and THA. The stormwater system serves the City and is operated by the City with
funds derived from the City's tax revenue. Some of the complexities of the ownership
and operation structure work to exacerbate the challenges facing the water and sewer
systems.
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The water and sewer systems have suffered from a long period of under-
investment in needed improvements and maintenance. Over the last few years,
environmental regulators have engaged the City and THA in ongoing discussions
regarding Harrisburg’'s sewer systems. Resulting from those discussions, THA and the
Pennsylvania Department of Environmental Protection ("DEP") are parties to a Consent
Order and Agreement (the "Consent Order") that sets the schedule for the
commencement and completion of THA’s "2013 Advanced Wastewater Treatment
Facility Improvements Project”. Under that Consent Order, the construction must begin
by January 2014 and be complete by January 2016. This project will reduce ammonia
nitrogen, total nitrogen, and total phosphorus loadings in accordance with local stream
limits, the Chesapeake Bay improvement initiatives and Federal Clean Water Act
requirements.

Additionally, the City and THA have been in ongoing discussions with the United
States Environmental Protection Agency (EPA) regarding the City’s compliance with the
Nine Minimum Controls to limit Combined Sewer Overflows (CSO) and the six Minimum
Control Measures to limit environmental impacts of the City’'s Municipal Separate Storm
Sewer System (MS4). The outcome of these discussions will result in a significant
increase in investment in these systems, both capital and operational. THA is currently
updating their "Long Term Control Plan" for the CSO system and is incorporating into it
necessary MS4 projects utilizing the EPA’s "Integrated Planning” approach. This
approach is intended to create a prioritized critical path to achieve water quality
objectives and optimize benefits of infrastructure improvement investments with more
sustainable and comprehensive solutions, such as green infrastructure, that improves
water quality as well as enhance communities.

Failure to complete the above will place the City and the systems in violation of
regulatory requirements; with resulting fines, penalties, and court action from the DEP
and EPA likely. In order to complete these projects and initiatives, the City, THA or the
City and THA together must be able to access the capital markets and sustain adequate
rate revenues, both of which have been out of reach. The City’s recent financial stress,
failure to complete audited financial statements in a timely manner and lack of
borrowing capacity have caused both the City and THA to lose access to the capital
markets. Additionally, financial rating agencies point to the City’s control of rates,
revenues and budgets as significant credit-negative factors against THA. Further
complicating the financial situation, there is a significant reduction of funds available to
support operations because the suburban communities have taken action that resulted
in reduced revenues into the Sewer Fund due to alleged past practices by the City that
retained significant sewer revenues.

To overcome these barriers and position THA to access the capital markets, the
City and THA have agreed to (1) terminate the existing agreements related to the City’s
operation of the THA-owned water and wastewater systems, (2) transfer all operating
assets (including labor) and debt liabilities to THA and (3) transfer ownership of the City-
owned sewer collection and stormwater systems to THA. THA will then serve as
operator of all water and sewer facilities. As the operator, THA would set rates and
budgets (including possible new stormwater fees), control billing and collections, and
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undertake asset management, renewal and replacement, and capital improvement
planning and implementation. THA will engage the City to provide certain services
necessary for the proper operation and maintenance of the systems.

As an independent agency of the Commonwealth, THA is able to separate the
utility operation from other responsibilities of local government and buffer the operation
from other local political and financial decisions facing local governments. These utility
operations are highly complex, demanding significant attention from the overseeing
officials. THA Board members appointed by the City are able to concentrate on the
financial, engineering and environmental decisions that impact the operation and
maintenance of the infrastructure systems. This transfer of responsibility relieves the
City from this burden and assures that the City can focus on the important process of
fiscal recovery and the provision of core and essential services. This structure will
provide comfort to (1) suburban customers, since operations are removed from the
politics of local government, (2) government regulators, since THA will be able to focus
solely and expertly on the utilities, and (3) lending agencies, since finances will be rate-
supported and separate from the City’s financial liabilities. THA and the City have been
working cooperatively to negotiate governing agreements and legislation to effectuate
this transition as soon as practicable and currently are targeting October 1, 2013 to
finalize the transition agreements and legislation. Pennsylvania Infrastructure and
Investment Authority ("PENNVest") has agreed to loan $26 Million to the project
conditioned upon, among other things, the transfer of operations occurring.
Additionally, potential lenders are beginning to express interest in a water bond facility
for THA, which if it can be closed upon in early 2014 as anticipated, has the possibility
for saving rate payers nearly $2.0 Million in 2014.

PART FIVE
HOW THE STRONG PLAN BENEFITS THE CITY OF HARRISBURG

A. Introduction.

In this Part Five, we will provide a comprehensive description of the aspects of
the Harrisburg Strong Plan that are of critical importance to the people who make the
City of Harrisburg their home, as well the businesses located in the City, which, as such,
have chosen to invest in Harrisburg's economic future. Accordingly, we will focus here
on the financial benefits that the Strong Plan will provide to Harrisburg --- benefits that
will best assure a balanced budget through 2016, remove the long-standing financial
clouds over Harrisburg that arose from its many guaranties of the Incinerator-related
debt, and provide meaningful capital to stimulate economic development, infrastructure
improvements and initially fund an OPEB health care trust fund.

B. The City's 2013 Budget Before Considering the Benefits of the Harrisburg
Strong Plan.

It is appropriate to start a discussion of the Strong Plan's benefits by looking at
the City's budget before considering the funding that the Strong Plan is to provide.
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In 2013, absent the financial infusions that are to be provided to the City under
the Strong Plan, and before adding the revenues being generated by the City's already
adopted and implemented increase in the earned income tax ("EIT") for 2013 from 1%
to 2%, it is currently estimated that the City's revenues, will be approximately $50
Million. That revenue estimate is based on projections made as recently as August 15,
2013. Correspondingly, and apart from expense reductions that are contemplated by
the Strong Plan that have not as yet been implemented, and prior to even taking debt
service into account, the City's 2013 operating expenses, as projected as recently as
August 15, 2013, total $51.3 Million. Details that support these estimates can be found
in Addendum 2 of the Strong Plan, attached hereto and titled the Projected 2013
Budget as of August 15, 2013 Showing Revenues and Expenses Before Debt Service
and Before Consideration of Strong Plan Components (the “2013 Summary Pre-plan
Budget”’). The above-described currently estimated 2013 operating revenues and
expenses for Harrisburg before the Strong Plan's implementation are the same as the
amounts that appear in Column 1, Rows 1 and 7 respectively of the Financial Snapshot.

The first thing to observe about Harrisburg's 2013 operating revenues, before the
Plan's modifications and the additional revenues that are being generated by the
increase in EIT for 2013 are considered, is that they are meaningfully less than the
City's operating expenses. Indeed, the City's operating costs, before even considering
the City's contractual obligation to pay its debts — debts totally aside from any
Incinerator-related obligations — well exceed the City's revenues. In that sense, before
the Strong Plan is implemented, Harrisburg is now and has for many years been
operating with a significant structural deficit. Necessarily, the first aspect of the Strong
Plan was to effect efficiencies and cost containment measures in an effort to minimize,
to the extent possible, the financial demands on the City’s budget. Based on the
projected impact of the efficiencies and cost containment measures, the next step in
formation of the Strong Plan was to find sources to increase the City's operating
revenues and to reduce its expenses so that during the Harrisburg Strong Plan Period
the revenues would be sufficient to pay the aggregate of the City's operating costs and
its debt repayment obligations, and, as such, allow the City's budget to be structurally
balanced. The various components of revenue increases and expense reductions
called for by the Strong Plan will be described in this Part Five and will provide the
means to achieve that structural balance through at least 2016.

The starting point for determining what the City would require by way of
additional revenues or reduced expenses to achieve a structurally balanced budget
through 2016 was to first estimate the projected revenues and expenses that could be
achieved by the City in the absence of a workable recovery plan, not only for 2013, but
for each of 2014-2016 as well, and to also determine the debt repayment obligations
that would otherwise be required in each of those years.

In developing the Harrisburg Strong Plan, and as reflected in the Financial
Snapshot, the Receiver made revenue and expenses projections for each of 2014-2016
before considering the Strong Plan's effect, and those revenue projections appear in
Columns 2 through 4 of Row 1 and expense projections on Row 7 of the Financial
Snapshot.  The 2014-2016 revenue and expense estimates were based on
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assumptions as to how the City would likely perform in the ensuing three years based
on the considerable actual experience to date in 2013 as well as the near-term
projections for the balance of this year. The Receiver's projections of the City's General
Fund revenues for 2014-2016 on Row 1 were premised on the conservative assumption
that the City's economic growth and increased revenues would not happen immediately
after the Strong Plan went into effect. Accordingly, during the Harrisburg Strong Plan
Period, the Strong Plan assumes a very modest growth of revenues per year from the
revenues that the Receiver has anticipated for 2013. The City's projected operating
expenses for 2014-2016, which appear on Row 7 of the Financial Snapshot, and which
are driven somewhat upward by the prospect of rising health care costs, were estimated
to grow by 2% per year from the amount that the Receiver has projected in 2013.

C. Description of the Harrisburg Strong Plan Adjustments to the City's
Projected Operating Revenues for 2013-2016.

1. The Debt Repayment Obligations.

Based on the pre-Strong Plan projected revenue and expense
assumptions, the Receiver worked to shape the repayment of the City's general
obligation debts, as well as other existing debt obligations, in a manner that would afford
the City breathing room to repay those obligations over a period that the Receiver
determined the City could realistically afford. A further description of those obligations
is provided in Part Six of the Strong Plan. For now, and to understand how the
structurally balanced plan was developed, the Financial Snapshot first reflects the
amount of the annual debt payments that are to be paid on the City's general obligation
debt in each of 2013 through 2016. These amounts are less than that which would
have been required under the City's existing contractual obligations on its general
obligation bonds. The adjustments to the schedule for repayment of the City's general
obligation bonds has been agreed upon with the bond-insurer, despite the fact the City
has been in default of its bond repayment obligations since early 2012. But, with the
agreement of the bond-insurer, who will otherwise make the contractually required bond
payments to the bondholders, all as more fully described in Part Six below, the City's
obligations on its general obligation bonds in each of 2013-2016 are fixed. In 2013, the
payment is set at $5,970,000 and in each of 2014 through 2016 at $7,670,000 per year.
These payments, rounded, are reflected on Row 9 of the Financial Snapshot.

Row 10 of the Financial Snapshot reflects that the Receiver has estimated
$3.0 Million per year in each of 2013 through 2016, as the amount that the City is
expected to pay on existing loans or leases for equipment and other short term capital
needs and for the purchase of new replacement equipment and capital items over the
Harrisburg Strong Plan Period. The terms of repayment of these existing obligations
are addressed in Part Six of the Strong Plan.

Having estimated the projected pre-plan revenues and expenses, and
having also estimated the aggregate total of debt payment obligations for the period
through 2016, the Receiver then developed other Plan components which, taken
together, would permit the City to be structurally balanced through 2016.
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2. Priority Parking Payments and Parking Meter Enforcement
Revenues.

The Financial Snapshot reflects an adjustment to the City's revenues
based on the assumption that the Parking Transaction described in Part Four would be
put in place late in 2013. First, by reason of the implementation of the Strong Plan, the
City will receive the Priority Parking Payments from the parking operations. When
combined with estimated parking tax revenues, these distributions will equal
approximately $3.3 Million per year in 2014 through 2016. These Priority Parking
Payments were referenced above in Part Four, Section D of the Strong Plan. These
payments are included in the City's General Fund Revenues that appear on Row 1 of
the Financial Snapshot for 2014-2016.

Second, as addressed above in Part Four, Section D of the Strong Plan,
parking meter enforcement revenues are expected to be at least $1.5 Million per year
starting in 2014, and are to grow at the rate of inflation, not to exceed 3% per year. In
the past, while the parking meter enforcement revenues collected have been lower than
budgeted, by reason of the Strong Plan's implementation, the parking meter
enforcement revenues to be paid to the City after debt service are going to be paid to
the City in an amount at least equal to $1.5 Million annually, growing as part of the
Parking Transaction. In the absence of the existing HPA bond issues and the
Cooperation Agreement for Downtown Parking System, which will both be eliminated as
part of the Parking Transaction, the City is at far less risk with respect to receipt of
projected parking revenues. Moreover, the operator of the parking facilities will be
responsible for meter collection and enforcement, reducing the cost of those functions
previously the obligation of the City.

Because the City had budgeted $1.1 Million of the parking meter
enforcement revenues in its 2013 budget, in the hope that such revenues could be
achieved, that portion of the $1.5 Million in parking meter enforcement revenues is
included among the City's General Fund revenues, in each year of the Strong Plan and
constitutes part of the General Fund Revenues which amount appear on Row 1 of the
Financial Snapshot. The additional $400,000 per year of fixed parking meter
enforcement payments to be made to the City under the Parking Transactions are
reflected on the line denominated "Increase in Parking Meter Revenues" that appears
on Row 4, Columns 2-4 of the Financial Snapshot.

3. Parking Lease and Additional Payments to be Received by the City
Through 2018.

As referenced above in Part Four, Section D of the Strong Plan, under the
Parking Transaction, the City is to receive a lease payment for the lease of the parking
facilities which will be $500,000 a year commencing in 2014, and which will grow by up
to 3% a year for six years. The lease payment will be paid to the City for the entire
lease term of the parking facilities.
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In addition and through 2018, as part of the Strong Plan, and to further
enhance its revenues during that period, the City is expected to receive additional sums
that, when added to the lease payment, will provide the City with revenues that total
$1.0 Million in 2015, $1.5 Million in each of 2016 and 2017 and $2.0 Million in 2018.
These amounts, which are inclusive of the lease payment, are reflected, for 2014-2016,
on the Financial Snapshot at Row 5, Columns 3 and 4, and denominated "Lease
Payment and Additional Parking Revenues".

4. Additional Funding to the City of Harrisburg by the General
Assembly.

Already constituting part of the projected revenues reflected on Row 1 of
the Financial Snapshot for each of 2013-2016, is the amount of $5.0 Million per year
that has been appropriated by the General Assembly to supplement the City's public
safety operations. This additional amount is already reflected in the 2013 projected
budget and is projected to be appropriated by the General Assembly in each year of the
Harrisburg Strong Plan Period; and the City's balanced budget projections, at least
through the end of 2016, are premised on those same amounts being similarly
appropriated in each of 2014 through 2016.

5. Earned Income Tax.

In 2012, to be effective as of January 1, 2013, Harrisburg's City Council
adopted, for a one-year period, an increase in the City's EIT, bringing the aggregate EIT
to benefit the City's General Fund in 2013 to 1.5% (which amount is apart from the 0.5%
per year separate EIT tax that is charged by and which benefits the Harrisburg School
District). As was reflected in papers filed before this Court in conjunction with this
court's 2012 approval of the EIT increase under Act 47, the additional 1% EIT was
essential to assist the City in coming closer to achieving a structural balance in 2013,
whether a recovery plan could or would be implemented this year. Clearly, absent the
adoption of the 1% EIT increase, the City would have had substantially insufficient funds
to meet its operating expenses and debt payment obligations it owed both on its general
obligation bonds and on other capital expense borrowings related to the City's
operations (i.e., excluding any payment on any of the City's Incinerator-related debts).

On Column 1, Row 2, the Financial Snapshot reflects $5.9 Million of
projected income that the Receiver has been advised the City could expect to receive in
2013 from the enacted 1% EIT increase. Revenues from the standard 0.5% EIT that
existed before the EIT increase are already incorporated in the 2013-2016 pre-plan
budgets that appear on Row 1 of the Financial Snapshot.

As a necessary element of the Harrisburg Strong Plan, and to assure that
the City will have sufficient funds to operate on a balanced basis in 2014-2016,
including its ability to make payment on the City's rescheduled debt obligations, the
Strong Plan requires that the EIT increase remain in place through at least 2016. As
such, a necessary component of the Strong Plan is City Council's approval of legislation
extending the EIT increase through 2016. Between the filing of the Strong Plan and the
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hearing by this Court to consider whether to confirm the Strong Plan, it is expected that
City Council will enact that required legislation. That enactment is a condition of the
Strong Plan consummation. If it does, the Receiver will file supplemental evidence
reflecting City Council's approval with this Court. In compliance with, and pursuant to
Chapter 7 of Act 47, and as part of the Strong Plan's confirmation, the Receiver will
seek a court order from this Court approving the 1% EIT increase to be effective
through 2016.

Referencing Row 2 and Columns 2-4 of the Financial Snapshot, the
projected increase in the City's revenues attributable to the 1% increase of EIT in 2014-
2016 are shown at $7.9 Million per year. This amount is greater by one-third than the
$5.9 Million estimated increase in EIT revenues in 2013 because, as the testimony
adduced at the hearing before this Court in August 2012, demonstrated, the proceeds in
the initial phase of implementation of an EIT increase are materially less than the
stabilized revenue stream that can be expected once implementation becomes fully
effective.

Importantly, the increase in the EIT is the only obligation that residents or
taxpayers of the City of Harrisburg will incur in order to effectuate the Harrisburg Strong
Plan. As stated at the outset of the Strong Plan's presentation, no increase in any other
locally imposed taxes, including any increase in the real property tax rates beyond those
now in place, is a component or requirement of the Harrisburg Strong Plan.

Any decision regarding whether, subsequent to 2016, the City of
Harrisburg should continue to impose an EIT in an amount greater than the standard
.5% EIT to benefit the City's General Fund, and as a source to meet its then existing
operating expenses, is something that the City Council will need to determine based on
the then existing financial condition of the City. If, in the years following 2016, the
revenues of the City derived from its property tax digest were to increase materially
because of improved economic conditions in the City, generated in part by the
economic development and infrastructure funding provided under the Harrisburg Strong
Plan (as discussed below), or were the City's revenues otherwise to materially improve
or expenses to decrease meaningfully, the continuation of all or a portion of the 1%
increase in the EIT may not, as the City Council may then determine, be required. Any
continuation of the EIT beyond 2016 would also require judicial approval by the Court of
Common Pleas pursuant to Chapter 2 of Act 47.

Having reviewed the various revenue adjustments contemplated by the
Strong Plan, we next turn to adjustments to the City's projected expenses during the
Harrisburg Strong Plan Period.
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D. Description of the Harrisburg Strong Plan Adjustments to the City's
Operating Expenses for 2013-2016.

1. New Labor Union Contract Agreements.

From the inception of the receivership, and as reflected in the Preliminary
Recovery Plan, it was anticipated and expected that modifications to the existing labor
contracts that currently run through 2016 would need to be agreed upon by the three
public unions whose membership are employed by the City. These anticipated and
contemplated labor-contract modifications were consistent with the Receiver's view that
to solve the City's financial challenges, all meaningful constituencies would need to
contribute to a workable solution. As early as the Preliminarily Recovery Plan, the
Receiver anticipated that, in the aggregate, the labor-contract modifications would need
to provide cost savings to the City of approximately $4.0 Million to $4.8 Million per year
during the Harrisburg Strong Plan Period, increasing in later years to assist in covering
increasing unfunded costs for post-retirement health benefits.

The Receiver is pleased to advise this Court and the public that two of the
City's three public unions --- the Fraternal Order of Police ("FOP") and the American
Federation of State County and Municipal Employees ("AFSCME") — have each
reached agreements to reduce a combination of wages and other employment terms
and benefits through 2016, with the result that the City can, starting in 2013, receive the
benefit of those savings to the General Fund in an estimated annual aggregate amount
of approximately $2.4 Million to $2.7 Million per year. In 2013, the City will recognize
approximately $800,000 in saving from the unions' willingness to hold wages at 2012
levels. In that sense, the goal set by the Receiver, and his challenge to each the three
unions to help achieve that goal, has been already partially successful; and the FOP
and AFSCME unions and their membership are to be sincerely applauded for their
willingness and commitment to be part of the solution to the City's future financial
stability and growth. No agreement has as yet been achieved with the International
Association of Firefighters ("IAFF"). This circumstance, and its potential implications,
are discussed below.

Helpful to the City's future economic stability is the fact that many of the
modifications to the existing FOP and AFSCME labor contracts are in respect to
reducing the City's obligations to pay for health care costs in the future. These labor
contract modifications also eliminate post-retirement health care benefits for future
employees, and limit post-retirement health care benefits for current employees. These
adjustments, aside from the present savings they create, have a growing cumulative
effect in the future and better protect the City against its obligations to fund those costs
beyond the Harrisburg Strong Plan Period. These healthcare contract adjustments,
coupled with the initial funding of an OPEB trust discussed below in Part Five, Section
G, act as protection for Harrisburg against rising public employee health care costs —
something most cities have as yet not meaningfully addressed.

In the aggregate, the reduction to the City's operating expenses resulting
from the modifications to the FOP and AFSCME contracts and proposed modifications
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to the IAFF contract, discussed below, are reflected on the Financial Snapshot in
Columns 2-4 and on Row 11, denominated "Labor Contract Modifications.” These
adjustments are expected to have a more limited effect in 2013 of $700,000, and they
are reflected as ranging from approximately $4.0 Million to $4.8 Million per year in each
of 2014-2016.

Included in the Strong Plan Exhibit Book as Exhibit 4 and Exhibit 5 are
contract modification agreements approved respectively by the Harrisburg bargaining
units of the FOP and AFSCME. It is anticipated that these modified agreements will be
approved by the Mayor and City Council, and the Mayor's and Council's approval of
them will be supplemented seasonably to the Strong Plan before the Court's
consideration of its confirmability.

Although workable, cost-saving, and consensual resolutions have been
achieved with both FOP and AFSCME, as noted above, no agreement has as yet been
reached with IAFF. The Receiver continues to actively engage in negotiations with
representatives of IAFF.

2. Payments to Be Made by the City of Harrisburg in Settlement of
Suburban Community Sewer Overcharges.

Commencing in 2013, it is anticipated that certain settlement payments
will be made under the Strong Plan to customers in various suburban municipalities who
historically have been ratepayers and users of sewer treatment services. Those
suburban customers, by contract and pursuant to Pennsylvania law, were to have been
charged for sewer services at a cost that did not permit the servicing entity to charge a
premium to the users, but, to the contrary, limited the servicing entity to recovering only
from customers its costs for the use of its plant and equipment.

As this Court is aware, subsequent to the filing of the Preliminary
Recovery Plan, and before a hearing was conducted to seek its approval, the initially
appointed Receiver learned that the City of Harrisburg, based on policies and
procedures that, unbeknownst to the current administration, had been implemented by
prior City officials, had overcharged suburban ratepayers living outside the City of
Harrisburg who received sewer services provided by the City and/or THA. These
overcharges were a result of setting sewer rates in amounts greater than that which
would allow the servicer to recapture its operating and capital costs, and, as such,
contrary to applicable contracts and Pennsylvania law. Upon investigation, what
became readily apparent was that the City of Harrisburg, which set the rates, had done
so at levels higher than were authorized under Pennsylvania law and the applicable
contract. By doing so, the City had been taking into its General Fund, on an annual
basis, more than the suburban ratepayers in the aggregate should have been charged
for their sewer services.

As this Court will recall, the Receiver immediately instructed the City to
cease further use any of the sums in the account that already reflected proceeds from
suburban user overcharges, freezing that sum, and he further advised this Court that
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the sums previously estimated in his earlier submitted Receiver plan which he had filed
only weeks before, and which had contemplated the continued receipt of overcharged
rates, were being adjusted downward starting in 2012. The reality that the City would
not perpetually have available to it the annually overcharged sewer revenues only
further compounded Harrisburg's already serious budgetary shortfalls.

While the overcharging of sewer rates was to and did cease, the suburban
customers served by THA, aggrieved by the years of significant overcharges, and
represented by counsel (the "Suburban Claimants”), asserted an aggregate claim of
approximately $25 Million (the "Suburban Overcharge Claim") against the City of
Harrisburg, which had benefited from the use of the overcharged amounts since 2006,
or perhaps earlier.

The Receiver, with the cooperation and agreement of the Suburban
Claimants, through their counsel, negotiated a compromise of the Suburban
Overcharge Claim. In addition to the City's agreement to deposit the previously
referenced frozen funds then on hand and to credit that amount as part of the Suburban
Claimants' prospective financial commitments to the comprehensive overhaul of THA's
water and sewer system (which is as discussed in Part Four, Section E of the Strong
Plan presently being negotiated as a separate undertaking not comprehended by
Harrisburg Strong Plan), the Receiver and counsel for the Suburban Claimants have
negotiated an agreement that is intended to satisfy the Suburban Overcharge Claim and
any other claims that Suburban Claimants may have for the overcharging of sewer
rates, and counsel for the Suburban Claimants has and will recommend to the
Suburban Claimants that they legislatively approve such negotiated settlement terms.
More specifically, subject to obtaining the necessary legislative approvals by the
Suburban Claimants (which is anticipated to happen in the near-term), and subject to
the approval and consummation of the Strong Plan, the City will make payments as
more fully set forth in the payment schedule included in the Strong Plan Exhibit Book as
Exhibit 6 (the "Suburban Claimants' Payment Schedule™). The payments to be made in
respect to this settlement agreement during the four years of the Harrisburg Strong Plan
Period are reflected on Row 13 of the Financial Snapshot. Payments will continue
thereafter pursuant to the Suburban Claimants' Payment Schedule.

3. Reductions in Force Based on Changes in THA's Operations of the
Water and Sewer Systems.

As part of anticipated changes in how THA's water and sewer operations
are to be structured, the Receiver believes that the City will experience a reduction in its
work force, effective likely in 2014, with employees historically employed by the City
henceforth to be employed by THA with respect to water and sewer support staff and
employees in charge of meter enforcement working for Standard Parking. The net
financial effect of that reduced labor cost to the City's General Fund in 2014-2016 and,
presumptively thereafter, is estimated to be approximately $600,000 in each year, and
that reduction is reflected on Row 12, Columns 2 through 4 of the Financial Snapshot.
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E. Achieving a Balanced Budget in 2013-2016.

Adding the benefits of all of the various adjustments to the City's operating
revenues and expenses budget that were above-discussed in Sections C and D of this
Part, the Financial Snapshot reflects on Row 15 the net effect on the 2013 through 2016
budgets based on the various Strong Plan initiatives. These amounts do not include
any proceeds of the one-time immediate infusion of revenues from the Parking
Transaction that are to be provided to the City later this year upon the Strong Plan's
consummation. Such infusions are discussed immediately below.

Focusing on Row 15, the Court and public should first discern that, based on the
various Strong Plan contemplated adjustments discussed in Sections C and D of this
Part, the City is expected to generate sufficient revenues in each of 2014 through 2016
to be structurally balanced in those years, with projected revenues equal to or greater
than the City's anticipated operating expenses and debt repayment obligations.
Columns 2 through 4 of Row 15 illustrate that expectation. This demonstration is key to
satisfying a requirement of a receivership plan under Act 47.

In 2013, in contrast, it is apparent that the City, absent its receipt of substantial
proceeds from the Parking Transaction upon the Strong Plan's consummation, would
have insufficient revenues to meet its anticipated operating costs and scheduled debt
repayment obligations. For calendar year 2013, the anticipated shortfall, short of receipt
of Parking Transaction proceeds is estimated at $8.2 Million. This shortfall is illustrated
in Column 1 of Row 15 of the Financial Snapshot. Hence, the first benefit to the City
from the Parking Transaction is to provide to it, from the consummated Parking
Transaction, the sum of $8.2 Million which will solve what otherwise would be the City's
projected 2013 operating shortfall. With that distribution to the City, the City's budget
will be structurally balanced in 2013, and have sufficient funds not only to pay all its
operating expenses, but also to pay the scheduled debt repayment obligations that it
has agreed to pay this year, as more fully set forth in Part Six below.

F. Working Capital and the Means to Reduce Chronically High Payables.

For many years, the City of Harrisburg's strained financial condition has
translated into it not having sufficient funds on hand at various points in the year to pay
for required services. In short, revenues flowing into the General Fund have frequently
been less than amounts needed to meet current payroll and other expenses. In the
past, that condition has led to some imprudent borrowing or challenging financial
decisions that were necessitated to meet an immediate shortfall. The Harrisburg Strong
Plan contains two immediate cash infusions that are designed to provide the City with
adequate "working capital,” so it can manage the intra-year low points which would
otherwise create payment challenges even though the City may otherwise to be
structurally balanced when a full year's revenues are matched against a full year's
operating expenses and debt repayment obligations.

The Strong Plan calls for an immediate infusion from the Parking Transaction
proceeds of $5.0 Million in addition to the $8.2 Million just referred to in Section E of this
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Part Five, to balance the 2013 budget, affording the City the ability to operate in a
professional manner throughout the year without the chronic concern about its liquidity
that has frequently arisen in low-revenue months during the year. A portion of this $5.0
Million is intended to permit the City, on a one-time basis, to reduce the level of its
outstanding payables — the amount owed to creditors who regularly provide recurring
goods and services to the City and whose products or services are needed as part of
the City's normal day-to-day operations ("trade vendors"). As Harrisburg's distressed
condition has worsened, and in order to allow the City to meet payroll, the obligations
owed to these trade vendors have repeatedly been stretched, and instead of paying
them regularly and consistent with the normal time for paying its bills, the City has been
forced for several years to impose on its trade vendors by substantially delaying
payments to them. This cash infusion is intended to bring immediately the stretched
payment to the City's trade vendors back in line and, together with the working capital
infusion next discussed, put the City in a position where it will not have to impose on its
trade vendors in the future. This may allow the City to obtain better credit terms from its
normal vendor community; and it will certainly be further evidence that Harrisburg is
being run in a smooth and fiscally sound basis, and this, too, should help further the
perception that the City is showing signs of financial health and independence.

In addition, the $5.0 Million is also to be used to provide the City with adequate
working capital. It is expected that the working capital that is being provided will be
maintained at that level on an annualized basis, and while the amount of working capital
will decrease during certain months of the year, the City's projected revenues are
expected to be such that the full complement of working capital can be restored in
revenue-positive months. As such, the portion of the $5.0 Million dedicated to working
capital is not to be used to satisfy annual operating shortfalls. The maintenance of the
City's working capital, and its compliance with the purpose for funding it, will be an
aspect of its operations reviewed from time to time.

The aggregate working capital and trade vendor payment amount of $5.0 Million
is reflected on the Financial Snapshot in Column 1, Row 16. This amount, when added
to the infusion of $8.2 Million in 2013 needed to balance the 2013 budget and appearing
in Column 1, Row 15, constitute what the Financial Snapshot reflects as the "Total 2013
Budget Balancing Amount." That total, $13.2 Million, appears on Row 17, Column 1 of
the Financial Snapshot. When this Total 2013 Budget Balancing Amount is added to
the three additional infusions of cash to be provided to the City in 2013 for other than
structural deficit purposes, which are next discussed and total an additional $16 Million,
that aggregate sum constitutes the total amount of proceeds to be initially received by
the City from the Parking Transaction upon the Strong Plan's consummation later this
year.

In sum, under the Harrisburg Strong Plan, the City will receive initial cash
proceeds from the Parking Transaction of $29.2 Million in 2013 (hereinafter the "2013
Total Strong Plan Initial Cash Infusions”). Additional cash infusions derived from the
Parking Transaction and from other sources, some certain and others contingent, are
discussed further in this Part Five, and also in Part Four, Part Seven and Part Nine of
the Strong Plan.
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G. The Funding of Not-for-Profit Corporations for Economic Development and
Infrastructure Improvements and for an OPEB Health Care Trust.

1. Description of the Initial Fundings and the Intended Use of the
Funds to Benefit the City of Harrisburg.

Heretofore in this Part Five, the Strong Plan has focused on achieving a
structurally balanced budget for the City in each of 2013 through 2016. We next turn to
the additional financial benefits that the City is to receive under the Harrisburg Strong
Plan --- amounts earmarked for economic development, infrastructure improvements
and to fund an OPEB health care trust (referred to herein as the "Harrisburg OPEB
Trust"). In Part Seven of the Strong Plan, the creation of the three entities to oversee
the use of the funds committed to them consistent with their specific goals and
investment criteria, the means for administering each of the oversight entities and the
composition of the boards that will oversee these important aspects of the Strong Plan
will be addressed. Here, the Strong Plan will focus on the amount and timing of the
funding of the two Strong Plan not-for-profit corporations and one Strong Plan trust.

Upon the Strong Plan's consummation, the aggregate sum of $16 Million will be
placed into an account that, pending the creation of the three entities in compliance with
Part Seven of with the Plan, will be controlled exclusively by the Receiver. The funds
will be invested in a safe and risk free "money market" account, or other permissible
investment of public funds pursuant to applicable law, pending further distribution to the
respective entities, and any interest paid on said funds will be disbursed to the
respective entities in a ratable amount upon their formation. The $16 Million will be
referred to below as the "Initial Harrisburg Growth Funding”, as distinct from additional
amounts that the City will receive under the Strong Plan, referred to as the
"Supplemental Harrisburg Growth Fundings", as further discussed below.

Of the $16 Million constituting the Initial Harrisburg Growth Funding, and upon
the formation of the entities to oversee the respective allocations to them, $3,692,308,
will be contributed to the Harrisburg OPEB Trust; $6,153,846 will be contributed to a
not-for-profit economic development corporation, to be known as the "Harrisburg Strong
Economic Development Corporation" (referred to herein as the "Strong EDC") and
$6,153,846 will be contributed to a not-for-profit infrastructure improvement corporation
to be known as the "Harrisburg Strong Infrastructure Improvement Corporation (referred
to herein as the "Strong IIC").

Under what circumstances the proceeds received by the Strong EDC and the
Strong IIC can be deployed for their intended purposes will be determined by the boards
of each entity. That said, the Receiver believes that much of the Strong IIC's
investments should be made during the earlier part of the Harrisburg Strong Plan
Period, so that those investments can optimally benefit the City's improved appearance,
hopefully stimulating an increased commitment of businesses and residents to invest in
the City's future. While the Receiver also assumes that a material portion of the funds
to be deposited in the Strong EDC should occur in the reasonably near term, i.e., in the
first eighteen months after that entity is formed, there is some merit in spreading the
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economic development funding over time to assess the benefits achieved from the early
investments, thus affording the opportunity to make potentially more targeted and
incrementally more prudent investments based on the success of the initial funding
decisions. Generally, too, it is assumed that a meaningful portion of the investments to
be made by the Strong EDC, though not necessarily all the funds allocated to that
entity, will be accomplished through low interest or otherwise borrower supportive loans,
grants or a combination thereof to entrepreneurs or businesses that intend to locate or
expand in Harrisburg and, as such, create jobs and like others in the City, pay property
taxes into the City's General Fund.

The sums to be allocated to Harrisburg OPEB Trust will be paid to that Trust
upon its formation and the entirety of those funds are anticipated to be invested as the
Harrisburg OPEB Trust's board and retained financial advisors deem most appropriate.

Each of the three described entities are to operate such that, under their express
governing documents, the amounts deposited in each of them, and where applicable,
the income generated by them, are not ever to be transferred or loaned for any purpose
to the City's General Fund or other account of the City or to any of the City's authorities
or instrumentalities. In that sense, the sums allocated to each respective entity are
permanently to be used for the exclusive purpose of each such entity. No sums may be
transferred from one entity to another, except that, if more than $4.0 Million is on
deposit in the Strong EDC after December 31, 2018, then, and not more frequently than
once every three years, the Strong EDC may, in the discretion of its Board, and upon a
determination that all such sums are not needed to further stimulate the economy of the
City, transfer as much as fifty percent of the sums on hand to the Harrisburg OPEB
Trust or the Strong IIC or to a combination of the two, and if to be made to both other
entities, with an allocation of such funds to the two other entities as the board of the
Strong EDC shall determine in its sole discretion.

As mentioned earlier in this Part Five, Section G, Supplemental Harrisburg
Growth Fundings are expected to be deposited into each of the three respective entities
over time. If and when such supplemental funds become available and are to be
deposited into the three entities as next discussed, 38.5% of any such supplemental
funds shall be deposited into each of the Strong EDC and the Strong IIC, and 23% shall
be deposited into the Harrisburg OPEB Trust (the "Supplemental Harrisburg Growth
Allocation Formula").

2. Supplemental Allocations of Additional Parking Proceeds to Fund
Economic Development, Infrastructure and the Harrisburg OPEB
Trust.

Under the Harrisburg Strong Plan, and at its consummation, in addition to the
2013 Total Strong Plan Initial Cash Infusion of $29.2 Million, the sum of an additional
$6,666,667 will be immediately deposited into an account (to be denominated the
"Supplemental Harrisburg Growth Reserve Account”). The amounts in the
Supplemental Harrisburg Growth Reserve Account shall be invested in a safe, interest
bearing, money-market account, or other permissible investment of public funds
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pursuant to applicable law, and shall be subject to distributions as next provided. This
account will be established by the City, at the direction of the Receiver. Any
distributions from this account will be at the direction, initially, of the Receiver, or the
Office of the Receiver, and if the receivership shall have ceased, then at the direction of
the Pennsylvania Department of Economic and Community Development ("DCED").

There is the prospect that, at some point over the next five years, through 2017
and before the end of that calendar year, and perhaps as early as this calendar year,
the General Assembly may enact legislation related to allocating a portion of fuel tax
receipts received by the Commonwealth to fund the needs of cities experiencing
financial challenges, which cities are subject to oversight under Act 47. If the General
Assembly were to enact such legislation, there is the prospect that, through at least
2017, and perhaps beyond that time, Harrisburg, a city operating under Act 47, and
whether under Chapter 7 of Act 47 or otherwise, could receive an allocation of up to
$2.0 Million per year from the Commonwealth's fuel tax fund. To the extent that the City
were to receive such an allocation in any year through the end of calendar 2017, it
would be obligated by the Strong Plan to deposit the amount it received in each of the
three above-referenced entities, allocating the amount to them according to the
percentage set forth in the Supplemental Harrisburg Growth Allocation Formula.

To the extent in any year commencing in 2013 and continuing through 2017, and
in respect to each such year, the City of Harrisburg were to receive an allocation of fuel
tax proceeds from the General Assembly of $2.0 Million per year or any lesser sum, the
Receiver, the Office of the Receiver or the DCED, as the case may then be, and
simultaneously with the City's receipt of such fuel tax funds to be allocated to the three
previously described entities, shall be required to immediately make a transfer from the
Supplemental Harrisburg Growth Reserve Account of 66.66% of the amount of such
fuel tax allocation that was received by the City and deposited into the respective
accounts of entities, and as part of the satisfaction of the claims more fully discussed in
Part Six, pay such amount, with accrued interest thereon, to and in the manner that
Assured Guaranty and Dauphin County may jointly direct. If in any calendar year,
commencing in 2013, however, the General Assembly were not to make any allocation
of fuel tax proceeds to the City of Harrisburg, then in each such year, $1,333,200 of the
funds in the Supplemental Harrisburg Growth Reserve Account, together with accrued
interest thereon, shall be deducted therefrom and deposited in each of the three above-
referenced entities with the allocation of that amount to be made among them in
accordance with the Supplemental Harrisburg Growth Allocation Formula.

To the extent the General Assembly were to allocate fuel tax proceeds to the City
of Harrisburg in any year, but such allocation were in an amount less than $2.0 Million in
any calendar year through December 31, 2017, then said amount shall be deposited
into the three above-described entities pursuant to the Supplemental Harrisburg Growth
Allocation Formula. Furthermore, were there to be an allocation of fuel tax proceeds by
the General Assembly to the City of Harrisburg in any year through 2017 in some
amount, albeit less than $2.0 Million, the fractional percentage that the fuel tax proceeds
received by the City of Harrisburg to benefit the three described entities were to bear to
$2.0 Million (the "Fuel Allocation Fraction") shall be utlized to determine the
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distributions to be simultaneously made to, and at the direction of, Assured Guaranty
and Dauphin County from the Supplemental Harrisburg Growth Reserve Account for the
year in question, such that in any year that some amount less than $2.0 Million of fuel
tax proceeds were to be received by the City to benefit the three entities, the aggregate
amount to be distributed to Assured Guaranty and Dauphin County shall be equal to the
sum of $1,333,200 multiplied by the Fuel Tax Allocation Fraction. The Receiver shall be
authorized to simultaneously deposit the sums of $1,333,200 multiplied by (1 minus the
Fuel Tax Allocation Fraction) into the three entities, with the amount to be distributed to
each such entity being in conformity with the Supplemental Harrisburg Growth
Allocation Formula.

Distilled, if fuel tax allocations of $2.0 Million per year were to be received by the
City starting in 2013, and continuing each year through 2017, an additional aggregate
$10 Million will be made available to fund the three above-described entities in a
manner consistent with the Supplemental Harrisburg Growth Allocation Formula
incremental to the $16 Million Initial Harrisburg Growth Funding. In that event, a total of
$26 Million would have been deposited into the three entities. If, however, the City
never is allocated any fuel tax proceeds through 2017, all $6,666,667 deposited initially
into the Supplemental Fund Reserve Account will be allocated to the three entities. In
sum, under the Harrisburg Strong Plan, the City of Harrisburg will receive distributions
from some combination of the Initial Harrisburg Growth Funding, the Supplemental
Harrisburg Growth Fundings or from fuel tax proceeds that total at least $22,666,667
and could be as much as $26,000,000, to fund the three above-described entities, with
the amount depending on whether, when and to what extent the General Assembly
were to provide fuel tax proceeds to the City between the Strong Plan's consummation
and the end of calendar year 2017.

3. Possible Additional Source of Funds to Benefit the City of
Harrisburg Derived from the Successful Pursuit of Incinerator
Claims.

In addition to the foregoing, if the City were to recover, from time to time,
recoveries from the pursuit of Incinerator Claims, as more fully defined and discussed
below in Part Nine of the Harrisburg Strong Plan, then, the portion thereof that the City
receives of such recoveries shall be allocated as follows: 30% of the sum received by
the City from recoveries on Incinerator Claims shall be deposited in each of the three
above-described entities; and the remaining 10% shall be available for the City's use as
the then Mayor and the City Council shall jointly agree and direct (hereinafter the "City
of Harrisburg Incinerator Claim Recovery Allocation Formula™).

H. The Possibility of Additional Revenues to Benefit the City of Harrisburg
Derived from the Future Operations of the Harrisburg Parking Facilities.

In Part Four, Section D, the Strong Plan identified the possibility that, in the
future, and after the repayment of a significant portion of the aggregate amount of
bonds issued to consummate the Parking Transaction, there may be proceeds
generated by the parking operations which are in excess of amounts necessary to pay
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interest on the remaining and outstanding bonds or to fund required interest reserve and
capital expense accounts to levels needed to assure the soundness of the parking
transaction that will be paid to the City as a deferred portion of the purchase price. If so,
under the terms of the Parking Transaction, a portion of said amounts will be paid to the
City for its use, including to balance the City's budget, but in any event in a manner as
City officials would from time to time determine. These future potential proceeds are
referred to in Part Four as "Future Parking Operations Net Proceeds".

The City's payments from such Future Parking Operations Net Proceeds will be
twenty-five percent (25%) of such Future Parking Operations Net Proceeds, until such
time as the aggregate amount of payments of such Future Parking Operations Net
Proceeds to Assured Guaranty and Dauphin County, who are to receive seventy-five
percent (75%) of such payments from Future Parking Operations Net Proceeds (as
described in Part Six), were to total the face amount of $97 Million. Thereafter, 100% of
such Future Parking Operations Net Proceeds shall be paid to the City during the term
of the Lease. In the aggregate, the collective rights of the City to receive a 25% share
of such Future Parking Operation Net Proceeds, and after AGM and Dauphin County
are paid the face sum of $97 Million, all Future Parking Operations Net Proceeds are
referred to as "Harrisburg's Rights to Receive Future Parking Proceeds".

While significant Future Parking Operations Net Proceeds are anticipated and
discussed in Part Four, the public needs to understand that whether such Future
Parking Operations Net Proceeds will ever be distributed to the City, in what amount
and when, are totally uncertain and cannot be assumed, as they are premised on
myriad assumptions built into the Parking Transaction model regarding the performance
of the parking facilities over a long period of time; and even the experienced parking
professionals who have been involved in the Parking Transaction cannot possibly know
what amounts will in fact be achieved through the Parking Transaction and, as such, to
what extent the parking operations will generate future net proceeds to benefit the City
of Harrisburg. Importantly, however, if those operations over time prove to be
successful, the City will meaningfully share in the benefits of those operations.

PART SIX
THE TREATMENT OF CREDITORS UNDER THE HARRISBURG STRONG PLAN

A. The Virtues of Achieving Settlements with the City's Creditors Through
Neqotiations Rather than Litigation.

A fundamental component of the Strong Plan was achieving the
consensual agreement to its terms by virtually all impacted creditors whose consent to
the Strong Plan's treatment was required. Stated differently, for a plan formulated under
Act 47 to provide a viable solution to the array of financial issues faced by the City of
Harrisburg, those affected by it and whose contractual rights were to be modified, had to
agree to those modifications. The alternative to reaching a comprehensive set of
agreements with the City's creditors would have been the necessity that the Receiver
seek the required modifications in an adversarial setting --- a Chapter 9 bankruptcy
proceeding for the City. While some in the City will likely suggest that the City could
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have perhaps pursued the possibility of obtaining even more than the Strong Plan will
provide to it by putting the City through an arduous, complex and protracted bankruptcy
process, the Receiver believes that most of Harrisburg's residents and businesses will
certainly understand that such a heavily-disputed approach would have brought with it a
host of significant adverse consequences, and for that reason, on balance, will support
the Harrisburg Strong Plan which provides the City with substantial resources to build a
strong financial future. Before detailing the treatment of creditors under the Strong
Plan, it is important to reinforce why the Strong Plan is vastly preferable to the risk of
foregoing a comprehensive and agreed upon and sound financial restructuring by
instead pursuing the highly speculative hope that the City could do better in bankruptcy.

First, serious delays in reaching a court-approved plan, over strenuous
objections by those to be treated in a manner unacceptable to them, has been the rule,
not the exception, in cities that have chosen to use the federal bankruptcy courts as a
forum to attempt achieving a workable set of financial solutions. There is no reason to
file a Chapter 9 and engage in contentious disputes if a financially distressed city can
obtain essentially the same result without resort to the bankruptcy courts; and there is
absolutely no evidence that filing a Chapter 9 makes parties more amenable to reaching
an agreement than working to resolve their differences through non-judicial
negotiations. It is also noteworthy to recognize that, in the end, the cities which have
filed Chapter 9 proceedings, after much rancor, have all ultimately worked out a
consensual plan rather than pursuing efforts to impose judicially a plan on creditors
against their will.

Second, Harrisburg has already suffered for years in a limbo financial
state. Protracting the City's fiscal uncertainty, possibly for many more years to come,
would be unfair, not only to the immediate community but to the region and the
Commonwealth as a whole. Simply stated, implementing a viable plan now, rather than
litigating for the foreseeable future whether a plan would be approved and, if so, what
the plan would provide, is certainly a much more prudent approach that is respectful of
the fact that the populace has already, and for much too long, suffered from the
uncertainties about whether, when and how the City's financial challenges might best be
put to rest.

Third, the costs of proceeding in a contested environment would be
enormous. How ironic it would be for a city, already saddled with much more debt than
it can possibly repay, to have to incur the kinds of massive expenditures to fund the very
heavy costs of a Chapter 9 proceeding. One need only look at the costs associated
with Chapter 9 proceedings in other cities that have chosen that route to underscore
how much more it costs to litigate about the terms of a plan than reaching agreement in
a consensual setting and without resort to the bankruptcy process. In sum, is it not
preferable to put the amounts that would be spent on heavily-contested litigation toward
ameliorating budgetary shortfalls, rather than spending substantial sums on disputes
without any knowledge that those expenditures would yield improved results?

Finally, those who might advance the proposition that filing a bankruptcy
could have yielded a better result for the City ought to recognize that our Nation's
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bankruptcy and appellate courts have not as yet rendered any meaningful opinions
determining, in a municipal bankruptcy setting, the most central issue --- whether and to
what extent creditors will be judicially required to accept modifications to their
contractual rights over their opposition. Stated succinctly, litigating Chapter 9 issues in
an environment where little in the way of important rulings exists to predict results is
risky --- for all parties. That is why, given the unpredictable legal landscape, an agreed-
upon resolution of Harrisburg's financial distress is best achieved under the Strong Plan
and is far preferable to "rolling the dice." Moreover, the Strong Plan brings certainty to
what the City is to receive in a timely way, so its residents, businesses and creditors can
move forward knowing the outcome, rather than waiting years and protracted appeals
before the rights of all parties were determined.

With those observations put before this Court and the public, and having
just explained in Part Five the significant benefits that the Strong Plan will, if confirmed
and consummated, confer on the City, this Part Six will set forth how the various
creditors of the City would also be treated in a fair and balanced manner under the
Strong Plan.

B. Payments to Creditors Generally.

As is evident from the discussion of the two financial transactions
described in Part Four of the Strong Plan, the principal sources to effectuate the Strong
Plan's consummation and implementation are the proceeds that are expected to be
derived from the sale of the Incinerator and the monetization of Harrisburg's parking
facilities.

In the discussion that follows, the use of proceeds to make payment to
creditors from the sale of the Incinerator will be described separately from the proceeds
that are expected to be generated from the Parking Transaction. The separate
discussion is appropriate for at least two reasons. First, many of the creditors whose
claims result from financings made in conjunction with the Incinerator, were pledged
Incinerator assets as security for the repayment of the amounts loaned, and, as such,
and under our laws, have a preferred right to those proceeds.

A second reason for addressing the transactions separately is that,
contrasted with the Incinerator, the proceeds from the Parking Transaction, other than
first satisfying all the outstanding bonds currently secured by the City's parking assets,
are not otherwise pledged to any creditor to secure obligations owed to them. As such,
how those proceeds are to be used under a plan are not governed by security
agreements that confer priority rights to the proceeds, but rather is based on what the
Receiver has determined to be a fair allocation of those parking proceeds. In Part Five,
the Strong Plan fully described the financial benefits that the City would receive under
the Strong Plan that are to be derived from proceeds of the Parking Transaction. In this
Part Six, the Strong Plan will explain how the balance of the Parking Transaction
proceeds will be used to resolve the claims of certain of the City's creditors.
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C. Use of the Incinerator Sale Proceeds to Reduce or Satisfy Certain
Incinerator-Related Claims.

1. The Effect that the Recent Experience of the Credit Markets has on
the Proceeds to Be Generated from the Incinerator's Sale.

As the discussion in Part Four, Section C.3 reflects, it is anticipated that,
net of closing costs, the Incinerator's sale is expected to generate net proceeds in the
range of $126 Million to $132 Million. The reason to express the proceeds that might be
obtained at the consummation of the Incinerator sale as being in a range of many
millions of dollars is because the actual amount that will be generated from the sale is
dependent on the condition of the credit markets at the time the sale is to be
consummated, as well as the pricing of tax-exempt bonds that are to be issued to
finance the LCSWMA's acquisition of the Incinerator at the time the sale is
consummated. For the reasons addressed earlier in Part Four, Section A of the Strong
Plan, market pricing of the required tax exempt financing can materially vary over time,
and for that reason, the actual amount of proceeds to be generated from the
Incinerator's sale cannot be known until the bonds are priced in the market, just prior to
the time that the sale will be consummated.

2. Treatment of Incinerator-Related Creditors Whose Recoveries
Under the Strong Plan Are Fixed if the Plan Is Consummated.

With those initial observations, we will proceed to discuss the allocation of
the anticipated Incinerator sale proceeds among various specified creditors. We will
first address certain Incinerator creditors whose recoveries are not dependent on the
proceeds that might be generated at consummation of the sale, but who are to receive
their specified benefits unrelated to the proceeds that are generated, provided that the
Strong Plan is confirmed, all contingencies for its consummation, as discussed below in
Part Eight, are satisfied, and both the Incinerator's sale as well as Parking Transaction
are funded through bond financings and fully consummated.

(@ CIT.

CIT Capital USA, Inc. ("CIT") holds a federal judgment arising out
of a funding by its affiliate to THA of $25 Million in 2005, in connection with the financing
of certain aspects of the Incinerator's retrofitting. The judgment amount is in excess of
$19 Million, and CIT claims that it is entitled to additional amounts in the nature of
licensing fees, which, together with the judgment, CIT estimates, on a present value
basis, to exceed $37 Million. CIT has claimed that its judgment and contractual rights
afford it a lien on Incinerator assets superior to that of all other Incinerator-related
creditors. CIT's entitlement to such secured treatment is not resolved by the settlement
with the Receiver, though all challenges to the $19 Million judgment that was appealed
are anticipated to be withdrawn as part of a settlement reached with CIT. Under the
negotiated settlement terms, the Receiver (acting on behalf of the City and THA),
Dauphin County and CIT, have each agreed to satisfy CIT's entire asserted claims in
exchange for $21.5 Million and the execution of mutual releases. Under the settlement,
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CIT is to promptly receive payment of the $21.5 Million from proceeds of the
consummated Incinerator sale. The terms of the CIT settlement agreement will be set
forth fully in a written settlement agreement (the "CIT Settlement Agreement") which will
be seasonably submitted to the Court for approval.

(b) Covanta.

Covanta Energy Services, Inc. and/or its affiiate Covanta
Harrisburg, Inc. (collectively “Covanta”) was hired in 2007 to first design and implement
a plan to complete the Incinerator and to thereafter operate and maintain the
Incinerator. It also financially assisted in the completion of the retrofit of the Incinerator
in 2007 and, as such, helped the Incinerator come on line after construction cost
overruns and defects occasioned by the prior operator had delayed the reopening of the
facility. When Covanta agreed to complete and then operate the facility, it also provided
THA with certain funding for the project's completion. At present, Covanta claims that it
is owed a total of as much as $26 Million for the sums it advanced to complete the
retrofit. The Receiver (acting on behalf of THA and the City) and Covanta have reached
agreement to settle all of Covanta's claims, for the sum of $9.5 Million, said amount to
be paid to Covanta from the Incinerator sale proceeds. Covanta is also to receive other
consideration from LCSWMA, the purchaser of the Incinerator. Covanta, which
operates LCSWMA's facility in Lancaster, Pennsylvania, is also expected to operate the
Harrisburg Incinerator under a contract with LCSWMA. The specific details of the terms
of the agreement with Covanta will be reflected in a written settlement agreement (the
"Covanta Settlement Agreement”). The Covanta Settlement Agreement will be
seasonably submitted to the Court for approval.

(c) JEM and Other Identified Contractors.

JEM Group, LLC ("JEM") as well as other contractors (collectively
the “Contractors”) identified on Exhibit 7 to the Strong Plan Exhibit Book, (the
"Schedule of Contractors"), performed certain contractual services in conjunction with
the completion of the Incinerator's retrofit. JEM, which holds the largest of these claims,
asserts that it is owed more than $800,000.00 (the "JEM Claim"). In addition, certain
subcontractors to JEM are asserting claims against JEM with respect to their work
under JEM (the "JEM Subcontractors"). The Receiver is engaged in, or will engage in,
negotiations with the Contractors to resolve the claims of the Contractors and
anticipates reaching agreement with each of the Contractors prior to confirmation of the
Strong Plan, pursuant to which the claims of the Contractors will be satisfied at a
discounted amount. The payments to settle these claims are to be made from net
Incinerator proceeds upon the Strong Plan's consummation. These negotiated
agreements with the Contractors will be documented in written agreements by and
between each of the Contractors and the City (the "Contractor Settlement
Agreements"), which agreement will be seasonably submitted to the Court for approval.
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3. Other Possible Incinerator-Related Claims for Work Performed or
Services Provided.

It is possible that entities other than the above-referenced parties may
assert claims against the City or THA associated with the Incinerator's retrofit. To the
best of the Receiver's knowledge, there are no such additional meritorious claims which
the City, by reason of any contractual agreement, is under an obligation to pay. If any
such Incinerator-related claims were henceforth to be asserted, the City and THA, by
and through the Receiver, reserve the right to defend against any such asserted claims,
and by consummating the Strong Plan, none of their rights are waived, all such rights
being preserved to the fullest extent provided by law. For the avoidance of doubt, to the
extent any Incinerator-related claims were found to be valid, none of the Receiver, the
City or THA, shall be obligated by reasons of consummation of the Strong Plan to treat
such a claim in a manner comparable to that of any of the creditors whose claims have
been settled as part of the Strong Plan. Further, neither the confirmation of the Strong
Plan and its consummation shall be deemed to preclude such a claim, nor deemed to
waive any rights of the claimant to pursue a claim. Similarly, neither the confirmation of
the Strong Plan and its consummation shall be deemed to have waived any defenses
thereto, or another right of the party or parties against whom such a claim were to be
asserted.

4. Payments to be Received by Dauphin County and Assured
Guaranty From Proceeds of the Incinerator Sale.

Extensively discussed in the Preliminary Recovery Plan which was filed by
the Receiver in February 2012 and confirmed by this Court in March 2012, were the
significant bond financing obligations incurred by THA in connection with various
Incinerator's financings, including the retrofit of that facility. Those claims will not be
reiterated here, but together with the claims of CIT, Covanta and the contractors, total
approximately $362.5 Million ("Total Incinerator-Related Claims"). Alone, the aggregate
Incinerator-related claims of AGM and Dauphin County total approximately $298.5
Million (the "Total AGM/Dauphin County Incinerator-Related Claim"). By reason of the
separate reimbursement obligations executed by the City, the City is contractually
obligated to AGM and Dauphin County for all of THA's obligations to those entities.

In partial settlement of the Total AGM/Dauphin County Incinerator-Related
Claim that is described in the preceding Section, Assured Guaranty and Dauphin
County are collectively to receive all proceeds from the sale of the Incinerator as set
forth in Part Four, Section C, net of the amounts to be paid to those creditors identified
in Section C.2, of this Part Six and as may otherwise be required to be paid as
discussed below in Section C.5 of this Part Six (hereinafter the "Net Incinerator
Proceeds Paid to AGM/Dauphin County"). The allocation of said Net Incinerator
Proceeds paid to AGM and Dauphin County shall be distributed between them as they
jointly shall determine and direct. This sum will constitute a portion of the aggregate
amount that such creditors are to receive under the Strong Plan; and together with
additional payments and consideration to be provided to them as described below in
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Sections D.2 and D.4 of this Part Six, are to be in full satisfaction of the Total
AGM/Dauphin County Incinerator-Related Claim.

The understanding set forth in this Section C.4 of the Strong Plan will be
reflected in a written settlement agreement which shall be between Assured Guaranty,
Dauphin County and the Receiver (acting on behalf of the City of Harrisburg and THA)
(the "Comprehensive AGM/Dauphin County Settlement Agreement"). The
Comprehensive AGM/Dauphin County Settlement Agreement will be seasonably
submitted to the Court.

5. Claim Associated with a Certain Swap Transaction.

In addition to the claims asserted by AGM, Dauphin County and the
creditors whose claims were discussed in Section C.3 of this Part Six of the Strong
Plan, an additional "termination" fee obligation in the approximate amount of $4.6 Million
may be asserted by a financial institution that provided a certain "swap transaction” for a
bond issued by THA and insured by AGM and Dauphin County, which termination-fee
obligation is subject to the City's reimbursement obligations and secured by the
Incinerator assets under the terms of various bond documents. The swap transaction
was put in place to "swap" THA's contractual obligation associated with a certain bond
issued in 2003, the proceeds of which were to be used to retrofit the Incinerator. The
swaps entered into in 2003 were ostensibly designed to first convert THA's contractual
obligation to a variable rate and then place a cap on these variable rates. In the
absence of an agreement to otherwise resolve the possible claim of the financial
institution that issued the swap, that party will assert a swap termination fee claim of
approximately $4.6 Million. If the swap issuer asserts a termination-fee claim, then in
order to retire the bond for which the swap was issued, which retirement is a necessary
condition to LCSWMA's acquisition of the Incinerator and the consummation of the
Incinerator sale, the swap-termination-fee claim would have to be paid, and, as such,
deducted from the amount that AGM and Dauphin County would otherwise receive as
the Net Incinerator Proceeds Paid to AGM/Dauphin County. The Receiver intends to
proceed with efforts to resolve the swap termination fee claim before the Strong Plan's
consummation.

D. Use of a Portion of Proceeds to Be Derived from the Parking Transaction
to Further Pay and Completely Settle the Total Incinerator-Related Claims
of AGM and Dauphin County.

1. Introduction.

As noted earlier, the Total Incinerator-Related Claims of AGM and
Dauphin County are to be paid primarily from two sources — proceeds from the sale of
the Incinerator and proceeds to be derived from the Parking Transaction that is
described in Part Four, Section E of the Strong Plan. In this Part Six, the Strong Plan
will describe the various proceeds that AGM and Dauphin County will receive under the
Strong Plan from the Parking Transaction. Like the Incinerator-related proceeds
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discussed earlier, the Parking Transaction-related proceeds are more fully described in
the AGM/Dauphin County Settlement Agreement.

In Section D.2 of this Part Six below, the Strong Plan will first address the
proceeds from the Parking Transaction that AGM and Dauphin County are collectively
to receive upon the Strong Plan's consummation. In Section D.4 of this Part Six, the
Strong Plan will describe other distributions that AGM and Dauphin County are to
receive in the future, which, together with possible distributions they could receive as
discussed in Part Nine of the Strong Plan, are in full satisfaction of the Total
AGM/Dauphin County Incinerator-Related Claim owed to them by the City and THA.

2. Amounts to Be Paid to AGM and Dauphin County from the Parking
Transaction upon the Strong Plan's Consummation.

The first point to be observed about the Parking Transaction is the
uncertainty of the amount of Net Parking Proceeds to be generated from the Parking
Transaction upon the Strong Plan's consummation, which amount is to be the source to
fund both the various City benefits under the Strong Plan discussed in Part Five as well
as the payment to AGM and Dauphin County upon the Strong Plan's consummation.
This uncertainty is primarily due to credit market conditions as discussed in Part Four,
Section A and as also referenced in Part Six, Section C.1, when describing the
uncertainties in the amount of Incinerator sale proceeds that are expected to be
generated from that sale.

Nonetheless, based on current market conditions as of the filing of this
Plan, it is estimated that the aggregate parking—related proceeds to be paid to AGM and
Dauphin County at the Strong Plan's consummation (as those proceeds may change
due to market conditions and other circumstances, hereinafter referred to as the
"Aggregate Parking Proceeds Paid to AGM/Dauphin County Upon The Plan's
Consummation”) is in the range of $120 Million to $130 Million.

3. Conditions to AGM's and Dauphin County's Agreement to the
Strong Plan's Consummation; Execution of Mutual Releases.

The Comprehensive AGM/Dauphin County Settlement Agreement
provides that AGM and Dauphin County will be bound to consummate both the
Incinerator sale and the Parking Transaction, and agree to settle all their Total
AGM/Dauphin County Incinerator-Related Claim against the City and THA, with
comprehensive releases and discharges of all obligations owed by the City and THA to
AGM and Dauphin County related to the financing of the Incinerator, provided that, and
unless waived in writing by both AGM and Dauphin County: (a) the Strong Plan is
confirmed by this Court; (b) City Council approves the various ordinances called for
under the Strong Plan and by various other documents, and those ordinances become
effective; (c) the City, THA and the Receiver execute comprehensive releases and
discharges of any and all claims against AGM and Dauphin County; (d) AGM and
Dauphin County, upon the Strong Plan's consummation will collectively receive a total
sum of at least $210 Million from both the total of Aggregate Parking Proceeds Paid to
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AGM/Dauphin County Upon The Plan's Consummation plus the Net Incinerator
Proceeds Paid to AGM/Dauphin County (hereinafter, in the aggregate, the "Minimum
AGM/Dauphin County Aggregate Plan Consummation Payment"); (e) this Court
approves the additional distribution benefits that the City and the Receiver have agreed
to provide AGM and Dauphin County subsequent to the Strong Plan's consummation,
as more fully set forth below and as more fully detailed in the Comprehensive
AGM/Dauphin County Settlement Agreement; (f) bond documents are agreed upon by
the parties to the Parking Transaction, as well as by those parties who are providing
credit enhancement for the bond financing of both the Incinerator's sale and the Parking
Transaction; (g) other conditions to consummation of the Strong Plan and to the
execution of releases and discharges set forth in the Comprehensive AGM/Dauphin
County Settlement Agreement are satisfied; and (h) all other conditions to the Plan's
consummation as set forth in Part Eight of the Strong Plan have been satisfied (all of (a)
— (h) above hereinafter referred to as "AGM/Dauphin County Conditions to the Plan's
Consummation").

4. Post-Consummation Distributions to Be Made To AGM and
Dauphin County Under the Strong Plan.

Assuming the Strong Plan's confirmation by this Court and its
consummation, the Comprehensive AGM/Dauphin County Settlement Agreement
provides that, as additional consideration for their satisfaction of any and all obligations
of the City and THA in respect to the Total AGM/Dauphin County Incinerator-Related
Claim, they are to receive additional distributions, subject to certain conditions.

The first potential source of additional distributions to AGM and Dauphin
County, relates to the possibility that they might receive additional escrowed proceeds
from the Parking Transaction if the Commonwealth were to provide the City of
Harrisburg with fundings during the period of 2013-2017 derived from the
Commonwealth's fuel tax. This possible source of distributions is described above in
Part Five, Section G.2 of the Strong Plan.

A second post-consummation source of potential distributions to AGM and
Dauphin County is in respect to their sharing in a portion of possible recoveries if the
Receiver is successful in his pursuit of Incinerator Claims. Part Nine of the Strong Plan
will further discuss the Incinerator Claims, and will set forth the formula by which
proceeds generated through the successful pursuit of such claims are to in part be
shared between AGM and Dauphin County with the balance to benefit the City. The
Comprehensive AGM/Dauphin County Settlement Agreement likewise addresses this
agreement, as does Part Five, Section G.3 of the Strong Plan in describing the
distributive share of such possible Incinerator Claims proceeds that are to be paid to or
for the benefit of the City, on the one hand, and to AGM and Dauphin County, on the
other.

The third additional post-consummation source of payments to AGM and

Dauphin County derives from future anticipated payments that, over time, are
anticipated, though not guaranteed, to be made to the City of Harrisburg, AGM and
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Dauphin County from the future operations of the parking facilities. These potential
future parking-operation payments, and the sharing of them by the City, AGM and
Dauphin County are more fully set forth in the Comprehensive AGM/Dauphin County
Settlement Agreement, in Part Four, Section D.4, which describes the Parking
Transaction and the various sources of funds that are anticipated to be generated, as
well as in Part Five, Section H of the Strong Plan, where the formula for sharing such
proceeds between the City, AGM and Dauphin County is discussed when describing the
distributive share benefitting the City.

E. Treatment of Other Creditors of the City of Harrisburg.

1. Ambac.

As highlighted in Part Three of the Strong Plan, a meaningful element of
the Strong Plan that is beneficial to the City (and as also referenced in Part Five,
Section C.1 of the Plan), is that the Receiver and the insurer of the City's general
obligation bond debt, Ambac Assurance Corporation ("Ambac"), have agreed to a
restructuring of the City's general obligation indebtedness, subject to this Court's
approval of the Strong Plan, which settlement will become an obligation to the City upon
the Strong Plan's consummation. By reaching agreement in a manner acceptable to
Ambac, the City will be seen to be respectful of the credit markets; and by taking an
approach that accommodates the mutual needs of both the City and Ambac, the
Receiver believes that the City has meaningfully increased its ability to have access to
the credit market when it may need to borrow for the types of prudent capital
improvement financings that all cities from time to time require to assure the delivery of
guality essential services and to maintain their infrastructure.

The treatment of Ambac's claim is set forth in the amended settlement
agreement (the "Ambac Settlement"). The public should understand that Ambac has
made all required payments to the holders of the City's general obligation bonds since
March 2012, when the City defaulted on its bond repayment obligations due to its
adverse financial condition which left it with insufficient funds to make that payment.
Since March 2012, the City defaulted on payments due in September 2012 and March
2013, and will be unable to pay the September 2013 repayment obligation until and
unless this Strong Plan is confirmed by this Court and consummated later this year. In
the aggregate, the defaulted payments, including the payment due in September of this
year exceed $17 Million.

Under the Ambac Settlement, Ambac, as insurer on the City's general
obligation bonds, will continue to timely pay the bondholders all amounts due until the
entire bond indebtedness is repaid. In that sense, the bondholders of the City's general
obligation debt will never experience any loss in timely repayment of the amount they
loaned to the City. For its part, Ambac will not only have made the bondholders whole,
notwithstanding the City's prior defaults, but also, will keep the bondholders current as
the City is afforded the opportunity to repay its obligations to Ambac on a timeline more
relaxed than the contractual schedule upon which the bondholders themselves are to be
repaid by Ambac.
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The Ambac Settlement permits the City to repay its obligations on terms
that reduce the annual debt-repayment obligations to levels lower than were
contractually required under the bonds, and, necessarily over a longer period of time.
The Ambac Settlement permits the City to extend the repayment of the bonds, at its
election, up to 10 years longer than the bond repayment schedule had required. To the
extent that the City timely repays portions of the bond debt on a basis consistent with
the original terms of the bond, it will pay Ambac interest at the rate of 5.48% per annum,
the same rate implicitly set when the City incurred this indebtedness. To the extent the
City has defaulted on its repayment obligations, thereby requiring Ambac to shoulder
the responsibility for the repayment of the bonds to make the bondholders whole for the
City's shortfall in payment, Ambac, for that risk, is to be compensated through the City's
payment of interest at an effective rate of 6.02% per annum.

A condition of the Ambac Settlement is that the City make a payment to
Ambac of $5,970,000 by December 15, 2013. Sufficient funds to make that payment
are to be derived from proceeds of the Parking Transaction that the City is to receive
under the Strong Plan and at its consummation. Ambac is under no obligation to
proceed with the Ambac Settlement if it is not paid the required amount by
December 15, 2013. The Ambac Settlement is expected to be executed
contemporaneously with the filing of the Strong Plan and will be seasonably submitted
to the Court for approval.

2. SunTrust Leasing Corporation.

SunTrust Leasing Corporation ("SunTrust"), as assignee of Municipal
Capital Corporation, is owed approximately $2.6 Million in respect to certain equipment
lease financing arrangements, executed by and between the City, as lessee, and
Municipal Capital Corporation, as lessor. These lease financing arrangements
permitted the City to obtain various equipment, including vehicles, computer equipment
and other equipment, for use in the City's day to day operations. The City is in arrears
in its payments to SunTrust in the amount of approximately $1.3 Million. The Receiver is
engaging in settlement discussions with SunTrust, which agreement will be subject to
this Court's approval of the Strong Plan. Under the terms of the Receiver's proposed
settlement with SunTrust, provided the Court confirms the Strong Plan and it is
consummated, SunTrust will receive a lump-sum payment contemporaneously with the
consummation of the Strong Plan and, thereafter, will receive restructured payments in
accordance with an agreed upon payment schedule, which final payment is anticipated
to be made by early 2017, in advance of the original final payment date of October 15,
2017. Upon arriving at final settlement terms with SunTrust (the "SunTrust Settlement
Agreement"), the Receiver will submit the SunTrust Settlement Agreement to the Court
for approval.

3. Metro Bank.

Metro Bank (f/k/a Commerce Bank/Harrisburg, National Association)
("Metro Bank") asserts that it is a secured creditor of the City of Harrisburg by reason of
the City's guaranty of debt service payments on a certain loan Metro Bank made to the
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Redevelopment Authority Of The City Of Harrisburg, on or about December 29, 2006
("Metro Bank Loan"). Metro Bank's claim totals approximately $2.4 Million. Collateral
security for the City's guaranty of the Metro Bank Loan included certain artifacts owned
by the City. It is believed that some of these artifacts were sold in an auction conducted
by the Guernsey Auction Company in July of this year (the "Auction").

Pursuant to an Order dated June 3, 2013, the Receiver is to report the
proceeds of the Auction to this Court, and discuss the use of the proceeds to satisfy
obligations of the City. As noted above, it is believed that Metro Bank held a security
interest in the artifacts sold at the Auction. As such, at such time as the Receiver has
received (1) documentation sufficient to support that Metro Bank held a properly
perfected security interest in the assets sold at the Auction, (2) a calculation of the net
Auction proceeds, and (3) an itemized payoff statement from Metro Bank showing the
amounts Metro Bank claims it is owed as of an anticipated payment date, the Receiver
will ask the Court to permit it to pay over to Metro Bank the net proceeds derived from
the sale of artifacts that constituted Metro Bank's collateral, up to an amount equal to
the amount guaranteed under the guaranty agreement executed by the City. As Metro
Bank's entitlement to the collateral securing its claim is not dependent on the Court's
confirmation of the Plan or the Plan's consummation, the Receiver will ask the Court to
permit the City to pay off the Metro Bank claim independent of the Plan's confirmation,
and will seek a separate order permitting that to occur.

If the Court allows payment to Metro Bank to proceed, it is anticipated that
such payment will satisfy a significant portion of the Metro Bank claim. The Receiver
intends to engage in settlement negotiations with Metro Bank with respect to the
satisfaction of any indebtedness remaining owed to Metro Bank subsequent to the
anticipated payment of Auction proceeds to Metro Bank. Any negotiated settlement
terms will be documented in a written agreement and seasonably submitted to the Court
for approval.

4. Suburban Claimants.

As discussed in detail above, the Suburban Claimants have asserted the
Suburban Overcharge Claim, in the aggregate amount of approximately $25 Million, as
a result of certain overcharges in sewer rates imposed on the Suburban Claimants by
the City over a period of a number of years. The Receiver, with the cooperation and
agreement of the Suburban Claimants, through their counsel, has negotiated a
compromise of the Suburban Overcharge Claim and other amounts that might be owed
to the Suburban Claimants as a result of the overcharging of sewer rates. In settlement
of these claims, in addition to the City's agreement to credit certain amounts as part of
the Suburban Claimants' prospective financial commitments to the comprehensive
overhaul of THA's sewer system (as discussed more fully above), and subject to
obtaining the necessary legislative approvals by the Suburban Claimants (which is
anticipated to happen in the near-term) and approval and consummation of the Plan,
the City will make payments to the Suburban Claimants pursuant to the Suburban
Claimants' Payment Schedule included in the Strong Plan Exhibit Book as Exhibit 6.
Under the terms of the settlement agreement reached with the Suburban Claimants,
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and provided the Court confirms the Strong Plan and the Strong Plan is consummated,
the Suburban Claimants will promptly be paid the sum of $4.5 Million in 2013 and $1.5
Million in each of 2014-2016 and, thereafter, will receive payments totaling $2,225,000
in accordance with the Suburban Claimants' Payment Schedule, which final payment is
to be made in 2019. This negotiated agreement will be documented in a written
settlement agreement by and between the Suburban Claimants and the City (the
"Suburban Settlement Agreement”). It is anticipated that the Suburban Settlement
Agreement will provide, among other things, that, should a default occur under the
terms of payment, as set forth in the Suburban Settlement Agreement, then, in that
event, tax revenues due the City shall be paid into a “lockbox” escrow account
administered by a third party, and not otherwise remitted to the City, in an amount
sufficient to guarantee the scheduled payment to the Suburban Claimants until such
time as such default is cured. The final, agreed Suburban Settlement Agreement will be
seasonably submitted to the Court for approval.

5. City of Harrisburg's Contingent Liability for Bonds That Were
Secured By The Verizon Tower.

Totally apart from anything to do with the Incinerator financings, the City of
Harrisburg is obligated under a reimbursement agreement to AGM which acted as the
insurer of bonds issued by the Redevelopment Authority of the City of Harrisburg in
conjunction with a financing transaction that provided the City with approximately $7.0
Million in 1998. The bonds that were issued were secured by a lien on the Verizon
Tower in Strawberry Square ("Verizon Tower"). Currently, the building is occupied by
and leased to Verizon, but that lease expires in 2016 and is not expected to be
renewed. Annual payments on these bonds are due to first be made starting in 2016.

Because the bonds are "capital appreciation bonds”, no payment of
principal or interest have been paid since 1998. Since interest accruing on the bonds
has been capitalized and added to the principal since 1998, the indebtedness that will
be owed in 2016 will have risen to approximately $20 Million. By the terms of the bond
documents, interest and principal payments on the bonds are to commence in 2016,
with the entire indebtedness due to be fully paid by 2033.

The City's reimbursement agreement is essentially akin to a guaranty on
the repayment of the bonds, with that obligation to do so in favor of AGM. To the extent
the operations of the Verizon Tower were not to generate funds sufficient to make the
contractually required bond payments in 2016 and thereafter, AGM, in its capacity as
bond insurer, will be obligated to pay the amounts scheduled to be paid from time to
time to the bondholders, and AGM will then look to the City, and require payment from
the City under its reimbursement agreement.

Facing the City's potential exposure under its reimbursement obligation,
the Receiver has been actively pursuing efforts to locate a tenant or tenants for the
building and to create a lease structure that will provide sufficient net revenues to either
recapitalize or pay in full over time the bond debt in a manner that does not require
AGM as insurer to make up any scheduled bond repayment shortfall. If an acceptable
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lease solution that provides AGM with full protection against its exposure on the bonds
can be achieved, AGM will be prepared to treat the City's reimbursement obligation as
satisfied.

The Receiver's efforts to fund a resolution of this Verizon Tower exposure
is ongoing, but as the Strong Plan is being filed, no assurance can be given that the
City's reimbursement liability will be satisfied by a new lease that will assure full
repayment of the bond indebtedness. That said, the discussions that have been
conducted to date provide a favorable prospect that at least a meaningful portion of the
City's exposure of its reimbursement obligation can be achieved. To the extent that the
Receiver has further information to report regarding the potential resolution of this
contingent obligation, it will be provided before the Court's consideration of the
Receiver's request for the Plan's confirmation.

In the likely event that a complete satisfaction of the City's reimbursement
obligation cannot be fully achieved through a new Verizon Tower lease, but, as hoped,
a rather meaningful amount of that exposure can be repaid through rent payments, the
portion of any remaining reimbursement obligation owed by the City to AGM needs to
be postponed to allow the City time for the Strong Plan to take effect.

To protect the City against the possibility it might otherwise have to
commence making reimbursement payments to AGM as early as 2017 for the portion of
bond payments that revenues derived from a new lease agreement were insufficient to
cover, the Receiver and AGM have agreed to work cooperatively to fashion a
repayment schedule that will afford flexibility to the City in repaying its obligations in full
over time. By reason of that agreement, should the City have a reimbursement
obligation after factoring in the revenues to be generated under the new lease, the
repayment of its reimbursement obligation would be scheduled in a manner such that
AGM would be compensated at the rate of 6.02% for any amount it were required to pay
to bondholders from and after the obligations owed to the bondholders were to be first
commenced by AGM until all amounts that AGM advanced to the bondholders were to
be repaid.

6. Ambac Related Stadium Transaction.

In 2005, the Redevelopment Authority Of The City Of Harrisburg ("RAH")
issued two series of bonds ("2005 Al1" and "2005 A2"), in order to fund certain
renovations and upgrades to the baseball stadium located in Harrisburg in which the
Harrisburg Senators baseball team ("Senators"”) plays its home games (the "Stadium™).
Each issuance was $9.0 Million. The 2005 Al bonds were not insured. The 2005 A2
bonds are insured by Ambac. The City guaranteed debt service payments on the 2005
Al and 2005 A2 bonds pursuant to a certain Stadium Guaranty Agreement.

Until 2007, the Senators were owned by the Harrisburg Civic Baseball
Club, Inc. ("HCBC"), an entity owned by the City. The Senators baseball team was sold
in 2007 for approximately $12.5 Million to Senators Partners, LLC ("Partners”). A
portion of the proceeds were used to satisfy in full the 2005 Al bonds. Annual debt
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service on the outstanding 2005 A2 bonds is approximately $650,000.00. Partners has
been making payments to the City under a certain Stadium Park Permit, dated October
11, 2007, between the City and Partners ("Park Permit"). The payments are composed
of an annual "User Fee" to the City of $372,000.00, due in equal installments on April 1
and July 1, and also a per ticket fee, due on December 1, if certain sales targets are hit.
These amounts are used to pay a portion of the debt service on the 2005 A2 bonds.
There is an annual shortfall of approximately $160,000.00. This shortfall is currently
being covered by the City from its general fund. The total amount outstanding on the
2005 A2 bonds is approximately $7.0 Million, with a final maturity date in 2030. Issues
related to this debt will not be fully resolved prior to confirmation of the Strong Plan. The
Receiver, however, is continuing to investigate the issues related to these bonds, with
the goal to resolve matters in such a manner that the City will no longer need to pay a
portion of the debt service on the 2005 A2 bonds from its General Fund. If the Receiver
is unable to obtain such a result, the Receiver will need to reach an agreement that will
permit the City a workable means to satisfy both its obligations on the 2005 A2 bonds
and any City obligations to Partners with respect to the Stadium's upkeep going forward.

7. Other Creditors to the City.

Certain other ancillary creditors to the City, including certain creditors
whose debt service payments are largely, if not entirely, covered by revenues other than
those in the City's general fund, are not specifically addressed in this Plan.
Henceforward, payments to these creditors will be paid by the City in the ordinary
course of business. Trade Vendors who regularly provide recurring goods and services
to the City and whose products or services are needed as part of the City's normal day-
to-day operations, will be paid by the City in the normal course.

8. Reservation of Rights.

It is possible that, going forward, entities may assert claims of which the
Receiver is not aware against the City of Harrisburg. If any such claims were henceforth
to be asserted, the City, by and through the Receiver, reserves the right to defend
against any such asserted claims, and by consummating the Strong Plan, none of their
rights are waived, all such rights being preserved to the fullest extent provided by law.
For the avoidance of doubt, to the extent any such claim were found to be valid, neither
the Receiver, nor the City of Harrisburg shall be obligated by reasons of consummation
of the Strong Plan to treat such a claim in a manner comparable to that of any of the
creditors whose claims have been settled or otherwise addressed as part of the Strong
Plan. Further, neither the confirmation of the Strong Plan and its consummation shall be
deemed to preclude such a claim, nor deemed to waive any rights of the claimant to
pursue a claim, or the right of the party or parties against whom such a claim were to be
asserted to be deemed to have waived any defenses thereto
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PART SEVEN
FUNDINGS FOR ECONOMIC DEVELOPMENT, INFRASTRUCTURE
IMPROVEMENTS AND FOR A HEALTH CARE TRUST

A. Overview.

The Strong EDC, Strong I[IC" and the Harrisburg OPEB Trust are key
components to sustaining and enhancing the stability and vitality of Harrisburg that will
result from the implementation of the Strong Plan. As set forth in detail in Part Five
above, certain funds, subject to certain restrictions and limitations, will be established
and maintained in order to fund the activities of each of Strong EDC, Strong IIC and the
Harrisburg OPEB Trust. In this part of the Strong Plan, we provide a general
description of additional guiding principles that are to govern the use of proceeds that
will be allocated to each of Strong EDC, Strong IIC and the Harrisburg OPEB Trust.

B. Strong EDC and Strong IIC.

1. Introduction.

As described in further detail, below, Strong EDC is intended to be
organized and operated for the purpose of engaging in a wide-range of economic
development and related activities for the benefit of the City, including activities
designed to revitalize and expand the City’'s revenues through new sources of tax
revenues by successful new and expanded business activity and investments in
infrastructure and other improvements within the City. Strong IIC is intended to be
organized and operated for the purpose of engaging in a wide-range of maintenance,
operation, repair and improvement projects related to City infrastructure, including a
focus on improvement of the quality of life in the City to encourage investment in the
City by existing and new businesses and the resident population.

It is intended that both Strong EDC and Strong IIC be organized
exclusively for charitable purposes within the meaning of Section 501(c)(3) of the
Internal Revenue Code of 1986, as amended (the "Code"). Specifically, each
organization is intended to lessen the burdens of government, promote commerce,
encourage economic development and employment, attract new businesses, combat
community deterioration, encourage stabilization and stimulation of new job
development and retention of jobs. The actions taken pursuant to these goals shall be
taken, in each case, exclusively for the benefit of and in order to facilitate, perform, or
assist with the performance of the purposes and functions of the City. To this end, it is
anticipated that one or both of the entities will engage in some or all of the following
functions: (i) development, whether through co-development with other organizations or
investors or otherwise, acquisition, ownership, lease and divestiture of facilities to
existing businesses, relocating businesses, or start-up local businesses; (ii) solicitation
and acceptance of funding, including in the form of loans, grants, other financial
assistance or issuance of debt obligations, from public and private sector entities
engaged in economic development activities; (iii) provision of technical and grant
assistance, low-interest loans or grants to individuals and businesses for creation,
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expansion and relocation to the City, including increasing the opportunities and capacity
for minority and other disadvantaged groups, women-owned businesses and others; (iv)
provision of resources and funding for local job training and development for the
retention, expansion, creation and attraction of jobs and businesses to the City; and (v)
investment in other entities, agencies and organizations that provide funds to new and
existing businesses that foster local job creation and diversity in workforce, supplier
chains and area assets. The performance of these functions by Strong EDC and/or
Strong IIC are not intended to exclude the performance of such functions by the City or
other agents or instrumentalities of the City, as contemplated by the Strong Plan or
otherwise. Rather, the actions to be taken by Strong EDC and Strong IIC are intended
to be performed in addition and complementary to any such actions taken by others.

With the charitable purposes outlined above, it is envisioned that Strong
EDC and Strong IIC will be recognized as exempt from federal income tax as
organizations described in Section 501(c)(3) of the Code and that each will also qualify
for exemption from Pennsylvania corporate income tax and from certain other state and
local taxes. Accordingly, it is anticipated that each of Strong EDC and Strong IIC will be
eligible to receive: (i) tax-deductible charitable contributions from individuals,
corporations and other business entities under Section 170(c) of the Code; and (ii)
grants from other Section 501(c)(3) tax-exempt organizations such as public charities
and private foundations. The Receiver will cause each of Strong EDC and Strong IIC to
be formed under Pennsylvania nonprofit law and will cause to be filed with the Internal
Revenue Service (the "IRS") applications on IRS Form 1023 requesting that the IRS
issue a "determination letter" to each of Strong EDC and Strong IIC formally
establishing federal tax-exempt status for each of them under Section 501(c)(3) of the
Code. Once issued, this IRS determination letter would relate back to the date of
incorporation of each of Strong EDC and Strong IIC, and all charitable contributions
received by them after their respective dates of incorporation would be treated as
having been made to a qualifying charity.

2. The Task Force.

In order to best position the City for an economically sound future,
continued stimulation and diversification of the City’'s economic base should be
aggressively pursued. Creative efforts need to be undertaken to attract new investment
in existing businesses and to successfully recruit new businesses to the region.
Correlative to the need to stimulate and diversify the City’s economic base is the need
to improve or rehabilitate the infrastructure of the City to the necessary state of function
of repair. Strong EDC and Strong IIC are to be formed with these overarching goals in
mind. To those ends, a task force will be established that will consist of various
stakeholders in the economic and community development of the City (the "Task
Force").

Using the guiding principles described above, the Task Force will be
constituted to: (A) further refine the purposes of Strong EDC and Strong 11C; (B) identify
and assign priorities to Strong EDC's and Strong IIC's respective proposed activities;
(C) make recommendations concerning certain governance features of Strong EDC and
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Strong IIC; and (D) create an action plan for each of Strong EDC and Strong IIC, in
each case of not fewer than 5-years, in which Strong EDC and Strong IIC will, as
appropriate and among other things, identify and prioritize strategic initiatives which, it is
envisioned, will be aimed at some or all of the following objectives: (i) repairing and
improving the City’s infrastructure, (ii) retaining and strengthening the City’s existing
businesses, (iii) attracting new business investment, (iv) maintaining and developing a
quality affordable housing stock in the City, (v) providing attractive residential
neighborhoods and commercial areas for City residents and visitors, and (vi) expanding
the City's tax base. More specifically, the Task Force will develop and submit to the
Receiver a proposal which sets forth, among other things, the proposed governing
policies and administrative and operating procedures of each of Strong EDC and Strong
lIC, as well as the proposed 5-year action plan for each. The proposal to be generated
by the Task Force shall be referred to herein as the "Governance Proposal and Action
Plan." Some of the matters to be included in the Governance Proposal and Action Plan
are identified on Exhibit 8 to the Strong Plan Exhibit Book. It is anticipated that the
Task Force, in developing the action plan for each of Strong EDC and Strong IIC, will
consult with City officials, professionals and staff. It is further anticipated that the
initiatives undertaken by the Strong EDC shall be undertaken with due regard for the
initiatives outlined in the Operational Initiatives and Progress Report and in such in a
manner that is complementary to those initiatives.

3. Appointment of the Task Force.

The Task Force will be composed of nine (9) members. Each member of
the Task Force shall possess professional qualifications directly relevant to the mission
of Strong EDC and Strong IIC. The members of the Task Force shall be appointed by
the Receiver; provided, however, that the Receiver shall endeavor to appoint the
members of the Task Force upon recommendation from varies constituencies as
follows:

(@ three (3) individuals selected and appointed by the Receiver;

(b) two (2) individuals to be appointed by the Receiver and
selected from a list of six names submitted by the Mayor of
Harrisburg to the Receiver;

(c) two (2) individuals to be appointed by the Receiver and
selected from a list of six names submitted by the City
Council to the Receiver; and

(d) two individuals to be appointed by the Receiver and selected
from a list of six names submitted by Dauphin County to the
Receiver.

Recommendations for potential appointments to the Task Force shall be
provided to the Receiver on or before the date that is ten (10) days after the date of
consummation of the Strong Plan. The Receiver shall appoint the members of the Task
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Force on or before the date that is thirty (30) days after the date of consummation of the
Strong Plan. In an effort to ensure diverse and meaningful participation, both in
expertise and experience, within the Task Force, it is anticipated that its members will
be drawn from the following constituencies within the City: (1) local leadership; (2) the
private business community; (3) local charitable, religious and civic associations; (4)
local academic or research groups focused on the region; and (5) individuals with
expertise in urban development and planning.

The Receiver shall utilize funds maintained in the trust accounts to be
established for each of Strong EDC and Strong IIC in an amount not to exceed an
aggregate amount of $100,000.00 to be used to fund the costs associated with the
formation of Strong EDC and Strong IIC and related costs

4. Completion and Approval of the Governance Proposal and Action
Plan.

Once constituted, the Task Force shall be given a period of (4) months in
which to complete the Governance Proposal and Action Plan and submit it to the
Receiver for review and approval. The Receiver shall then review and, to the extent the
Receiver deems necessary and in consultation with the Task Force, modify the
Governance Proposal and Action Plan. Thereafter, upon final approval by the Receiver,
the Receiver will submit the Governance Proposal and Action Plan to this Court and ask
this Court to approve the Governance Proposal and Action Plan in furtherance of the
implementation of the Strong Plan.

Upon approval by this Court, the Receiver will then: (1) cause Strong EDC
and Strong IIC to be formed under the Pennsylvania Nonprofit Corporation Law; (2)
appoint the members of the board of directors for each of Strong EDC and Strong IIC;
(3) cause each of Strong EDC and Strong IIC to complete its respective organization
and to file IRS Form 1023 and all related documents necessary to support application
for recognition of exemption under Section 501(c)(3) of the Code; (4) cause each of
Strong EDC and Strong IIC to complete any and all additionally required state and local
registrations to conduct fundraising activities; and (5) cause each of Strong EDC and
Strong IIC to begin implementation of its respective 5-year action plans. The Harrisburg
City Council and the City will assist and cooperate, as necessary, in the formation of
Strong EDC and Strong IIC and the implementation of the Governance Proposal and
Action Plan.

C. Harrisburg OPEB Trust.

1. Introduction.

The purpose of the Harrisburg OPEB Trust is to provide a source of future
funding for the City's OPEB obligations, improve the City's financial statements, and
demonstrate the City is proactively addressing its unfunded OPEB liability through
prudent fiscal management. The Government Finance Officers Association ("GFOA")
recommends prefunding OPEB in a trust as they are earned on an actuarial basis (i.e.
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over the working life of the employee) as opposed to paying for each year's OPEB
expense through budgeted contributions on an annual "pay-as-you-go" basis.
Historically, the City and other public entities have funded OPEB on a pay-as-you-go-
basis, which is the simplest and cheapest option in the short term. In the long-term,
however, prefunding all or a portion of the OPEB liability offers significant advantages
and, when coupled with responsible cost-containment measures and benefit design, will
help ensure the sustainability of the City's OPEB obligations.

Another advantage of the Harrisburg OPEB Trust is its favorable impact
on the City's financial statements. The Government Accounting Standards Board
("GASB") has prescribed certain requirements for a trust used to prefund OPEB that, if
met, will allow the City to reduce the reported OPEB liability on its financial statement
and calculate its unfunded OPEB liability using an advantageous discount rate, both of
which should positively impact its credit rating. To comply with the GASB trust
requirements, the Harrisburg OPEB Trust must be irrevocable and the assets generally
must (1) not revert to or be used by the City other than for provision of OPEB to retirees
and their beneficiaries, (2) be legally protected from the City's creditors, and (3) be held
in a tax-exempt trust. The Harrisburg OPEB Trust will be tax-exempt under Section 115
of the Code, which allows the City to exclude income derived from performing an
essential governmental function (i.e. funding OPEB liabilities for the benefit of its
retirees). A Code Section 115 trust is the preferred OPEB funding vehicle for many
public employers because it is administratively less burdensome than other tax-exempt
trust options, which require an Internal Revenue Service filing to confirm the trust’s tax-
exempt status and ongoing compliance with applicable Code requirements to maintain
such tax-exempt status.

2. Approval and Formation of the Harrisburg OPEB Trust.

The Receiver shall establish the Harrisburg OPEB Trust as a separate
legal entity governed by a board of trustees ("OPEB Board"). The OPEB Board will be
comprised of nine (9) members who will be appointed as follows:

(@) one (1) individual will be appointed by the FOP;

(b)  one (1) individual will be appointed by AFSCME;

(©) one (1) individual will be appointed by the IAFF;

(d)  two (2) individuals to be appointed by City Council;
(e)  two (2) individuals to be appointed by the Mayor; and
)] two (2) individuals to be appointed by the Receiver.

Proposed appointments to the OPEB Board shall be submitted to the
Receiver on or before the date that is ten (10) days after the date of consummation of
the Strong Plan. Thereafter, the Receiver shall submit to this Court for approval certain
documents necessary for the formation of the Harrisburg OPEB Trust, including, without
limitation, a trust agreement, an investment policy statement and a custodial agreement
(the "OPEB Trust Documents"), together with a list of the names of the proposed OPEB
Board member. Upon approval of the OPEB Trust Documents and the proposed OPEB
Board members by this Court, the City and the City Council, shall take all necessary
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action to facilitate and effectuate the appointment of the OPEB Board and the formation
of the Harrisburg OPEB Trust, pursuant to the OPEB Trust Documents and the Strong
Plan. The OPEB Board members will be fiduciaries with the duty to act in the exclusive
interests of the beneficiaries of the Harrisburg OPEB Trust and not the City.

The Receiver shall utilize funds maintained in the trust account to be
established for the Harrisburg OPEB Trust in an amount not to exceed $60,000.00 to
fund the costs associated with the formation and establishment of the Harrisburg OPEB
Trust and related costs.

3. Actions of the Harrisburg OPEB Trust.

Distributions from the Harrisburg OPEB Trust will be made only at the
direction of the OPEB Board. The City may not, without unanimous OPEB Board
approval, access the funds in the Harrisburg OPEB Trust to satisfy current OPEB
payments to participants if at the time such OPEB payments are due, the City has any
"unfunded actuarial accrued liability" so that the present value of OPEB benefits that
have accrued to date exceeds the funds set aside in the Harrisburg OPEB Trust, as
determined by the City's independent enrolled actuary under Government Accounting
Standards Board Statement 45 ("GASB 45").

The OPEB Board will select a custodian for the trust assets and an
independent third-party investment adviser to oversee the investment funds and
establish an investment policy subject to any City requirements and procedures for
entering into similar contracts and arrangements. The OPEB Board will separately pay
from the funds maintained in its trust account all fees related to the ongoing
administration of the Harrisburg OPEB Trust. Additionally, although the City will
generally retain the power to amend the Harrisburg OPEB Trust, no amendment will be
permitted without approval of the OPEB Board. No such amendment will be permitted
to the extent it would cause the Harrisburg OPEB Trust to lose its status as a GASB
trust, to be revocable, or to provide for distributions when the City has any "unfunded
actuarial accrued liability" for OPEB so that the present value of OPEB benefits that
have accrued to date exceeds the funds set aside in the Harrisburg OPEB Trust, as
determined by the City's independent enrolled actuary under GASB 45. Further, during
the pendency of receivership, no amendment will be permitted without the approval of
the Receiver. Similarly, in the event the receivership is vacated or terminated and a
coordinator is appointed by the Secretary of DCED ("Coordinator") to oversee the
continued implementation of the Plan, no amendment will be permitted without the
approval of such Coordinator.

Although the Strong Plan does not require the City to make additional
contributions to the Harrisburg OPEB Trust, the City is encouraged to annually
contribute towards reducing its unfunded actuarial accrued liability for OPEB, in addition
to any amounts that may be transferred to the Harrisburg OPEB Trust by the Strong
EDC and as otherwise described in Part Five, Section G. Although prefunding the
Harrisburg OPEB Trust will result in higher initial costs than if the City continues each
year to only pay its current OPEB liabilities on a "pay-as-you-go" basis, the additional
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contributions will yield significant cash flow savings in later years, better secure funding
of OPEB liabilities for current and future retirees, and lower the burden that increased
OPERB liabilities will have on future taxpayers.

PART EIGHT
CONDITIONS TO THE STRONG PLAN'S CONSUMMATION

In this Part Eight, we will discuss briefly the contingencies that will be need to be
satisfied in order for the Strong Plan to be consummated.

First and foremost, this Court must have determined that this Strong Plan should
be confirmed and issues an order to that effect.

In addition, the following must have transpired:

1. All settlement agreements contemplated throughout the Strong Plan will
have been executed unless any such agreement not so executed were to be found by
this Court to be insubstantive and not to meaningfully affect the integrity and viability of
the Plan. All executed settlement agreements will be filed with this Court when received
by the Receiver.

2. City Council must have approved legislation extending the 1% Earned
Income Tax increase through 2016. Between the filing of the Strong Plan and the
hearing by this Court to consider whether to confirm the Strong Plan, it is expected that
City Council will enact that required legislation. The Receiver will file supplemental
evidence of City Council's approval with this Court. If the required legislation for the EIT
increase has not been approved by City Council prior to this Court's consideration of the
confirmability of the Strong Plan, the Receiver requests that this Court confirm the
Strong Plan subiject to the City Council's adoption of the EIT legislation.

3. The conditions agreed to between the Receiver with each of AGM and
Dauphin County as set forth in Part Six, Section D.3 of the Strong Plan shall have been
satisfied or waived by the affected party or parties.

4. The appeal period with respect to this Court's confirmation of the Strong
Plan will have run, or any appeal that were to be filed, finally determined and overruled
in its entirety, or at a minimum, overruled as to any aspects that could affect the integrity
of the Strong Plan or the rights of the parties to or affected by it, unless the parties to
each of the Incinerator transaction and the Parking Transaction, the Receiver and AGM
and Dauphin County each determine to proceed to consummation during the pendency
of an appeal or an appeal period.

5. The coordinated closings of the Incinerator transaction and the Parking
Transaction shall have occurred. Each of these transactions must be approved by the
respective parties thereto, including in each case by ordinance by City Council. These
approvals are anticipated between the filing of the Strong Plan and the hearing by this
Court to consider whether to confirm the Strong Plan and the approvals will be provided
to this Court when received by the Receiver. If any required legislation or other
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approval has not been acted upon prior to this Court's consideration of the confirmability
of the Strong Plan, the Receiver requests that this Court confirm the Strong Plan subject
to obtaining any such approvals. Additionally, the closing of each of the transactions is
conditioned upon a series of conditions that will be set forth in each of their respective
Asset Purchase Agreements. The closing of the transactions themselves will occur
simultaneously with the consummation of the Strong Plan and the respective parties to
those transactions could decide to waive individual conditions to their closing and, thus,
the only anticipated pre-consummation filings with this Court with respect to the
Incinerator transaction and the Parking Transaction are the filings of the approvals of
the board of each of the parties to the transactions.

Apart from the foregoing conditions, the Receiver anticipates further filing with
this Court both before and after the consummation of the Strong Plan to provide status
updates and to seek further guidance and approval from this Court. In addition to the
approval-related filings enumerated above, the Receiver may file additional documents
and agreements in furtherance of the Strong Plan prior to its consummation. The
additional documents and agreements will be entirely consistent with the Strong Plan
and simply contain further details.

After consummation of the Strong Plan, the Receiver will continue to update this
Court and seek guidance and approval from this Court as the Strong Plan is
implemented. For example, as provided in Part Seven of the Strong Plan, with respect
to establishment, initial operations and anticipated plans for Strong EDC, Strong IIC and
the Harrisburg OPEB Trust which are key components to sustaining and enhancing the
stability and vitality of Harrisburg that will result from the implementation of the Strong
Plan.

PART NINE
PURSUIT OF INCINERATOR-RELATED CLAIMS

A. The Nature of The Incinerator Claims and the Receiver's Intention To
Pursue Them.

In the Preliminary Recovery Plan which was submitted to this Court in February
2012 and approved in March 2012, the then Receiver discussed his intention to
evaluate the possibility of pursuing what this Strong Plan has, as a short hand,
denominated the "Incinerator Claims”. To expand the definition, "Incinerator Claims"
generally includes claims against professionals or entities that are alleged to be
responsible for: (a) THA's imprudent determination to retrofit the City Incinerator facility
at great expense and with enormous potential financial exposure; as well as (b) the
City's decision to financially expose itself to serious liabilities when it determined to
backstop THA's huge undertaking by agreeing to reimburse the insurer of bonds issued
to finance the project for every dollar of net revenues needed to pay off the bonds in full
that the project did not generate.

As this Court and the public are well aware, in January 2012, shortly prior to the
filing of the February 2012 Recovery Plan, a comprehensive forensic report was issued

60



by the current Board of THA (the "Forensic Report”). The Forensic Report provided
significant details and raised myriad concerns relating to the various financings of the
Incinerator's retrofit. The Forensic Report, among other things, highlighted the fact that
the project's completion necessitated the borrowing and expenditure of tens of millions
of dollars more than had originally been contemplated when the decision to repair and
overhaul the Incinerator --- a facility which had already been closed for some time due
to environmental and other issues -- was first made in the early part of the last decade
by the then officials of the City of Harrisburg and THA. Additionally, the Forensic Report
brought to light that when the Incinerator finally reopened in 2007, after protracted
construction delays, it was never able to generate sufficient revenues, net of paying the
operating expenses of the facility, which remotely came close, or would ever come
close in the future, to repaying the very significant financial obligations that THA had
incurred to retrofit the plant.

As is apparent to anyone reading the Forensic Report, the fundamental
proposition that the Incinerator could realistically have "paid for itself" from its net
operating revenues appears to have been ill-conceived from the outset. The public
expects that there be a means to obtain redress for these ill-fated decisions if there is
evidence to support the allegation that highly imprudent actions were taken by those
charged with protecting the City and its taxpayers against these very types of
circumstances. The current Receiver agrees with the public that these matters merit full
consideration. Indeed, while the Preliminary Recovery Plan had indicated that the
Receiver had retained legal counsel to review and evaluate the Forensic Report, the
Receiver now reports to this Court that such analysis has been made, and that the
Receiver intends to consider using every measure available, including discussions
seeking consensual resolutions or litigation if deemed warranted, to seek redress from
those professionals and entities alleged to be responsible for the various decisions to
proceed with the Incinerator retrofit project.

Of course, to the extent not legally constrained, the Receiver intends to keep
elected City of Harrisburg officials apprised as best is appropriate regarding the status
of his pursuit of Incinerator Claims, whether before suit were to be brought or, if suits
are commenced, thereafter. And, while the Receiver as best he can within the bounds
of the law will seek input from City officials, the decision to pursue Incinerator Claims,
including whether and on what terms to settle or to institute suit, necessarily must be the
Receiver's to determine in the fulfillment of his legislatively assigned duty to take actions
that he deems appropriate to prudently and responsibly complete the implementation of
the Strong Plan, of which the Incinerator Claims are a part.

As was made clear when the Preliminary Recovery Plan was submitted and
confirmed, it is not possible at this time to begin to estimate what amount of proceeds
could possibly be achieved either through settlement, litigation or some combination.
Nor can the Receiver predict how long it might take to achieve settlements, or if matters
were to be pursued in court, whether the claims would be successful after all appeals
were completed, and how long the litigation process could take. For these reasons, as
also explained in the Preliminary Recovery Plan, the Receiver could not and cannot
now rely upon potential recoveries from Incinerator Claims as a reliable source to base
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a solution to the City's existing structural deficit or as the near-term source to benefit the
City's immediate need to make infrastructure improvements, ignite economic
development or fund the Harrisburg OPEB Trust. Unquestionably, however, if
Incinerator Claim recoveries that benefit the City were to be obtained, most of the
portion of the proceeds earmarked to benefit the City will be deployed to further improve
the City's infrastructure, enhance economic development efforts and additionally fund
the Harrisburg OPEB Trust.

It is possible that the resolution of Incinerator Claims could take a period of time
longer than the time the Receiver will be serving. In the event that the Receivership
were to terminate prior to the completion of this Incinerator Claims process, the duties of
the Receiver will be transferred to the person or entity otherwise responsible for
oversight of the City's financial condition, as addressed in Part Eleven of the Plan, or the
oversight of the Incinerator Claims will be conducted in the manner as this Court shall
direct, if prior to the termination of the Receivership, the Receiver shall seek
authorization from the Court regarding the appointment of a person to conduct that
oversight. By the terms of the Strong Plan, this Court is being asked to retain
jurisdiction, among other reasons, for this purpose. If the Receiver shall seek the aid of
this Court to appoint someone to specifically oversee the Incinerator Claims as provided
for in the preceding sentence, the Mayor, City Council, AGM and Dauphin County will
be given reasonable notice thereof, and they will be provided an opportunity to be heard
on the appointment of the person or entity to serve in the role previously served by the
Receiver with respect to the pursuit of Incinerator Claims as set forth in this Part Nine.

B. Allocation of Net Proceeds.

If the Receiver or his successor is successful in the pursuit of the Incinerator
Claims, then, from time to time, in his determination, distributions of available proceeds
shall be made for the benefit of the City, and to AGM and Dauphin County. The
allocation of distributable proceeds between AGM and Dauphin County on the one
hand, and for the benefit of the City on the other, shall be as follows: (a) AGM and
Dauphin County shall receive 100% of the Incinerator Claims proceeds that might result
from a resolution of the matter described in Part Six, Section C.5 of the Plan up to the
sum of $4.5 Million, less legal fees and expenses, if and to the extent those incremental
proceeds were to occur because the swap claimant waived its termination fee; and (b)
as relates to all other recoveries, net of legal fees and expenses, that are to be
distributed in respect to Incinerator Claims, seventy-five percent (75%) of those
distributions, up to the first $4.0 Million, shall be distributed for the benefit of the City
and twenty-five percent (25%) of up to that first $4.0 Million amount shall be distributed
collectively to AGM and Dauphin County, with the allocation between them to be as they
mutually and in writing direct. As to distributions in excess of $4.0 Million, sixty percent
(60%) of such distributions shall be distributed for the benefit of the City, and forty
percent (40%) collectively to AGM and Dauphin County, allocated between them in the
manner they mutually and in writing agree; provided, however, that if and at such time
as distributions totaling $15 Million to AGM and the County collectively were to be paid
to them, including amounts, if any, that they might receive pursuant to Part Five, Section
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G.3 of the Strong Plan, all future distributions of Incinerator Claim recoveries thereafter
would be for the benefit of the City.

All distributions of Incinerator Claim recoveries made to benefit the City shall be
allocated to in the manner set forth in the City of Harrisburg Incinerator Claim Recovery
Allocation Formula, as defined in Part Five, Section G.3 of the Strong Plan.

PART TEN
OPERATIONAL INITIATIVES AND PROGRESS REPORT

The Strong Plan provides a solution to the City's critical debt issues and secures
funding that will be leveraged to grow the local economy and improve City
infrastructure. The solutions outlined in the Strong Plan are critical steps forward on the
City's path toward achieving financial stability and their importance cannot be
underestimated. However, it is equally important to ensure that the City of Harrisburg is
able to meet its fundamental responsibility, which is to deliver critical public services
such as police and fire protection, transportation infrastructure maintenance, and code
enforcement. The task is therefore not only to address the City’s debt crisis, but to do
so while building a sustainable local government that can effectively and efficiently
deliver those critical public services long after the Receivership has concluded.

In March 2012, the Commonwealth Court confirmed the Preliminary Recovery
Plan, which contained 130 initiatives designed to address the City’s structural budget
deficit and improve the effectiveness and efficiency of local government operations.
Since then, the City, DCED, and the Office of the Receiver of the City of Harrisburg (the
"Office of the Receiver" or "OTR") have worked collaboratively to implement initiatives
outlined in the Preliminary Recovery Plan.

Addendum_3 of the Strong Plan, entitled "Operational Initiatives and Progress
Report", provides a description of what has been accomplished to date and the tasks
that lay ahead. In addition, the exhibit includes four new initiatives, which are defined in
the “New Initiatives” section of the report. These initiatives build upon the successes of
the past 18 months and take into account the evolving financial and operational
environment. These new initiatives focus on four key areas: 1) Building upon the City’s
efforts to create a modern fleet maintenance and management operation; 2) Improving
the City’'s workers' compensation program; 3) Implementing an energy conservation
program, and; 4) Conducting a quantitative workload-based staffing analysis of the
Police Department patrol function.

The initiatives outlined in the Operational Initiatives and Progress Report are a
component of the Strong Plan and represent important steps toward building a strong,
sustainable local government.

PART ELEVEN
PLAN IMPLEMENTATION AND RETENTION OF JURISDICTION

Provided the Court, pursuant to Section 703(e) of the Municipalities Financial
Recovery Act, as amended (the "Act"), confirms the Strong Plan, then, in that event,
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subsequent to the date of its Consummation, the Strong Plan shall be implemented (i)
by the Receiver, or (ii) in the event the receivership is vacated or terminated, either by
operation of the Act or by further Order of the Court, then by the Coordinator in
accordance with the provisions of Section 221(b)-(d) of the Act.

In the event the receivership is vacated or terminated and a Coordinator is
appointed by the Secretary of DCED to oversee the continued implementation of the
Strong Plan, the City shall continue to be subject to the provisions of Chapters 2, 3, and
4 of the Act, until such time as the Secretary of DCED has issued a determination
pursuant to Section 253 of the Act that the City's status of municipal financial distress is
rescinded.

Provided the Court confirms the Strong Plan, then, except as specifically
provided herein, the Receiver and the City, including, without limitation, the Mayor of the
City, the City Council and other City officials, shall be free to take all actions necessary
for the implementation of the Plan without approval of the Court. Following the date of
the consummation of the Strong Plan, the Court shall retain jurisdiction over the Strong
Plan and over any subsequent modifications, if any, to the Strong Plan. More
specifically, the Court will retain jurisdiction with respect to, among other things, the
following matters and for the following purposes: (1) To determine any motion to modify
the Strong Plan; (2) To determine all questions and disputes regarding any settlement
agreements or other contractual arrangements executed pursuant to the Strong Plan;
(3) To correct any defect, to cure any omission, or to reconcile any inconsistency in the
Strong Plan, and/or any order confirming or otherwise pertaining to the effectuation or
implementation of this Plan as may be necessary or desirable to carry out the purposes
and intent of this Plan; (4) To interpret and construe the terms and conditions of this
Plan and to determine all questions arising in connection with implementation of this
Plan; (5) To enter any order, including injunctions, necessary to enforce the terms and
conditions of the Plan and/or to carry out the purposes and intent of this Plan; and (6)
To resolve any objections that may be filed regarding any action taken or proposed to
be taken in order to implement and enforce the terms of this Plan.

(Signature on the Following Page)
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Signature Page to the Harrisbﬂrg Strong Plan

Date: August 26, 2013

By:

Office of the Receiver for the City of
Harrisburg

O B oo

William B. Lynch, invhis“capacity as Receiver
for the City of Harrisburg

Commonweaith of Pennsylvania, Executive
Offices

Office of the Receiver for the City of Harrisburg
401 Finance Building

Harrisburg, PA 17120
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Harrisburg Strong Plan - Financial Snapshot

ADDENDUM 1

1
Adj.
Budget Recovery Plan Projections
2013 2014 2015 2016
Estimated General Fund Revenues S 50.0 S 515 S 516 S 51.8
Plus: Additional EIT 5.9 7.9 7.9 7.9
Plus: Increase in Parking Meter Revenues 0.4 0.4 0.4
Plus: Priority Parking Distributions 0.5 1.0 1.5
Total Estimated Revenues $ 559|$ 603[$ 609[S$ 6l6
Estimate of Budgeted Expenses (Net of DS) 51.3 52.3 53.4 54.4
Plus: Debt Service Payments

General Obligation Bonds 6.0 7.7 7.7 7.7
Capital Equipment Obligations 3.0 3.0 3.0 3.0
Less: Labor Contract Modifications -0.7 -4.0 -4.5 -4.8
Less: Reduction in Force 0.0 -0.6 -0.6 -0.6
Plus: Payment to Suburban Communities (WW) 4.5 1.5 1.5 1.5
Total Estimated Expenses S 641 $ 599 § 60.5 §$ 61.2
-8.2 0.4 0.4 0.4

One time Funding (WC and payables) 5.0

Total 2013 Budget Balancing Amount 13.2
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ADDENDUM 2

2013 Projected Budget as of August 15, 2013
Revenues and Expenses before Debt Service
and Before Consideration of Strong Plan Componenents

Revenue
Property Taxes $ 17,193,388
Payment-In-Lieu-of Taxes 425,415
Existing Earned Income Taxes (.5%) 4,014,500
Mercantile Business Privilege 2,820,550
Parking Taxes 1,997,474
Other Taxes 3,486,825
Licenses, Permits and Fines 6,030,812
Intergovernmental* 8,109,957
Transfers** 5,416,034
Other Revenues 533,105
Total Revenue 50,028,060
Employee Expenses 43,274,113
Non Employee Expenditures 8,059,869
51,335,062

*Intergovernmental includes previously approved funding for public safety services and State Aid Pension
**Transfers Includes Water, Sewer, Sanitation and Parking
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| ntroduction

In February 2012, the City of Harrisburg Receiver published a plan containing 130 recommendations designed
to address the City’s structural budget deficit, enhance City operations, and address the City’s outstanding debt
liability. The Receiver's Plan was subsegquently confirmed by Commonwealth Court on March 9, 2012.
While the Receiver’s Plan represents a long-term road map to improving the City’s financial condition and
City services, the plan also serves as a living document that must respond to changing conditions and priorities
to remain relevant and meet its ultimate objective. To the end, it isimportant to periodicaly revisit the plan to
survey and assess what has been accomplished to date and to evaluate, from a holistic perspective, how best to
respond to evolving conditions, challenges, and successes.

Those conditions and challenges are significant. In addition to its financial and debt related problems, the City
faces significant operating challenges. Crumbling infrastructure, outdated or inadequate technology, and aging
equipment and vehicles, all make the job of recovery more difficult. Moreover, the City’s financial condition
has forced the City to trim services and to meet service demands with limited front-line staff and management
capacity. Since 2009, the City has eliminated 100 positions from the City budget, representing a 17% decrease
over the 2009 budgeted staffing levels. As demonstrated in the table below, no City department has been
immune to staff reductions.

Budget FTE — 2009 through 2013

Total FTE
Increase/ Per cent Increase/
2009 2010 2011 2012 2013 (Decr ease) (Decr ease)

General Government 124 424 28.4 27.4 28.4 -14.0 -33.0%
Department of Administration 39.6 39.6 32.6 30.6 30.6 -9.0 -22.7%
Department of Building and Housing

Development 17.34 17.34 17.34 14.34 15.34 -2.0 -11.5%
Police Department 219 219 209 185 186 -33.0 -15.1%
Fire Department 93 93 85 85 85 -8.0 -8.6%
Department of Public Works 53 53 425 49.5 52.5 -0.5 -0.9%
Department of Parks, Recreation and

Enrichment 31 31 20 4 4 -27.0 -87.1%
TOTAL GENERAL FUND FTE 49534 | 49534 | 43484 | 39584 | 401.84 -93.5 -18.9%
Water Utility Fund 34.33 34.33 32.83 32.83 34.83 0.5 1.5%
Sanitation Utility Fund 28.5 28.5 235 22.5 22.5 -6.0 -21.1%
Sewerage Utility Fund 37.83 37.83 35.83 36.83 36.83 -1.0 -2.6%
TOTAL UTILITY FUNDSFTE 100.66 | 100.66 92.16 92.16 94.16 -6.5 -6.5%
TOTAL FTE 596 596 527 488 496 -100.0 -16.8%

Many of these positions were eliminated as a result of efficiencies and many were eliminated out of necessity.
Regardless, the critical point is that there are significant systematic impediments that impact the City’s ability
to complete the initiatives outlined in the Receiver’'s Plan. However, despite these challenges, significant
progress has been made and the City, The Office of the Receiver, and DCED, and the City remains committed
to creating a sustainable, efficient, and effective local government for the people of Harrisburg.




The following update of the Receiver's Plan provides a comprehensive summary, exclusive of the matters
otherwise addressed in the Harrisburg Strong Plan, of what has been accomplished to date as well as a status
update for al pending recommendations and recommendations that will further the City’ s recovery process.



What Has Been Accomplished

While recovery will be along process for the City of Harrisburg, the City has worked diligently to accomplish
many of the initiatives identified in the Receiver's plan. The 130 initiatives originaly identified in the
Receiver's Recovery Plan confirmed by the Court were the focus of regular updates, and progress has been
tracked in the Receiver’'s quarterly updates to the Court. In total, 46 of the 130 initiatives have either been
completed or will remain “in progress’ throughout recovery.

The information below highlights those items that are either complete or will remain “in progress’ as part of
the ongoing efforts by the City to improve operations and build their internal capacity to manage operations.

P102 Assemble and deploy Recovery Plan implementation teams

Implementation teams are formed and disbanded as initiatives are addressed. The Receiver works closely with
the City and the various consultants provided by the Department of Community and Economic Development
(DCED) to supplement the capacity of the City to implement initiatives.

WF02 Use professional assistance for labor negotiations

The City has retained Campbell Durrant Beatty Palombo & Miller, P.C. as outside labor counsel. The
Receiver's Officeis closely connected to the negotiation process as it relates to renegotiating labor contracts to
implement provisions of the Recovery Plan. The Receiver provides supplemental legal support through
Stevens & Lee LLC., to ensure consistency with the Recovery Plan.

RETO02 Freeze benefit levelsfor all plans

The Plan included a cost containment initiative to restrict enhancements to benefits. Thisis closely monitored
by the Receiver’s Office on an ongoing basis to ensure the City limitsits long term liabilities. In addition, the
subject of retirement benefits remains an important consideration during ongoing labor contract negotiations.

RETO03 Consolidate administration of the City’sthreeretirement plans

The Law Bureau researched the feasibility of consolidating assets and consulted with the Office of the
Receiver, DCED’s legal team, and operations consultants. It was determined that pursuing this initiative was
not advisable because a degree of retirement plan separation is required. An Act 111 Arbitration Award
requires that consolidation between the Police Pension Plan and PMRS be separately negotiated.

RETO05 Determine status of 2007 enhanced service increments and prevent implementation of
such enhancements, if applicable

The 2007 pension enhancements were officially adopted by the City Council. Thus, there was no way to
reverse this action.

RETO06 Aggressively defend an appeal, if applicable, regarding the 2009 enhanced service
increments

The Law Bureau successfully defended the appeal by the Fraternal Order of Police (FOP) and obtained a
favorable decision by the Supreme Court, which upheld the decision of the Pennsylvania Labor Relations
Board that the City did not commit an Unfair Labor Practice when the City Council refused to enact the
pension enhancement enacted by the former Mayor. The 2009 enhancements will not be implemented.



RETQ9 Amend Non-Uniformed collective bar gaining agreement

Because the 2009 pension changes were not approved by the City Council, it was not necessary to pursue this
initiative.

& RMO01 Fund risk management services

The City does not have the resources to hire afull time Risk Manager. As such, the Plan required that the City
solicit proposals for these services. The City contracted with Inservco, the Workers Compensation Third Party
Administrator (TPA), to provide enhanced safety training for City employees. The City will continue to work
with Inservco and Marsh USA to identify high risk areas to focus future annual training.

ADMINO3 Implement a standard budget development calendar

The City was proactive in implementing this initiative and developed an aggressive budget calendar to ensure
sufficient time for the executive and legidative processes to proceed. The required budget calendar is as
follows:

e July to August - Bureau of Financial Management devel ops revenue and expenditure projections using
the first six months of actuals for current fiscal year; provides projections and budget targets to
departments and bureaus

e August to September - Using projections and targets provided, departments and bureaus complete
annual budget proposals and submit to Bureau of Financia Management; Bureau of Financid
Management and City departments and bureaus review and refine proposals through ongoing,
collaborative discussion

e  September to October - Administration’'s Proposed Budget is finalized by the Mayor

e October to November - City Council reviews budget; public hearings held

o November - Budget is adopted

The modified budget development schedule was utilized in the preparation of the Mayor’'s 2012 and 2013
Proposed Budgets.

ADMINO5 Conduct comprehensive review of City purchasing policies

The City’s purchasing policies are compliant with Commonwealth’s regulations for Third Class Cities. The
public limit for al Third Class Cities was increased to $18,500 effective January 1, 2012. This directive was
incorporated into the City’s practices. The City has not, however increased its Purchase Order Limit (currently
$1,000) because of the financial situation that requires careful monitoring of all expenses.

ADMINO6 Modify existing chart of accounts to track Commonwealth and Federal grant program
fundson individual basis

The City has added additional detail to its Chart of Accountsto allow for individual grant-specific revenue and
expenditure monitoring.  In addition, a Grants Manager was hired June 4, 2012, to manage grant reporting
processes.

ADMINO7 Revise the job description and increase hiring salary range for Chief of Staff/Business
Administrator

The job description and pay scale were revised, to the extent practicable, and a Chief of Staff/Business
Administrator was hired in April 2012 and was confirmed by the City Council on May 22, 2012. The position
was vacated, however, in May 2013, and Mr. Robert Philbin is now serving this position in an Acting capacity.



ADMINO8 Eliminate manual data entry processesin the Bureau of Financial M anagement

The City has developed a crosswalk between the Treasurer’s financial system and Pentamation, the City’s
broader financial system. The crosswalk has been tested and refined to meet the Bureau of Financial
Management’s needs. It is estimated that developing the crosswalk has eliminated approximately 130 hours of
manual data entry per year.

ADMINO9 Hire a Senior Accountant position to the Bureau of Financial M anagement

Senior Accountant hired on November 5, 2012, and accounting manager was hired in early 2013. The addition
of staff has increased the Bureau's capacity to proactively monitor the City’s financial condition and enabled
the Bureau to begin addressing workload backlog. It is expected that in 2014, the backlog will be addressed,
and the Bureau will be capable of taking over all audit preparation work.

Staffing in the Bureau of Financial Management has been a constant focus for the Receiver. It is critical that
the Bureau increases its capacity to manage the City’s complicated finances during the recovery period and
beyond. The Receiver's Office periodically evaluates the Bureau's work plan progress and capacity
development. Advancing the internal staff capacity of the Bureau will remain a priority area for focused
attention.

ITO3 Eliminate all personal printersand maintenance on printers

The Bureau of Information Technology conducted an inventory of personal printers. A total of 20 printers
were identified during the inventory. Seven were identified as redundant and were eliminated from service;
alternative network printing options were provided for the seven printers that were removed. Seven additional
printers are used for special purposes (photo 1D, fax, and scanner), and the remaining personal printers will be
eliminated as supplies are depl eted.

ITO4 Develop custom Interface between County dispatch system and METRO

Dauphin County provided dispatching software that negated the need to develop a custom interface.

LAWO1 Use professional assistance for labor relations activities (Reference WF02)

In December of 2012, the City contracted with Campbell Durrant Beatty Palombo & Miller, P.C. to provide
legal support during labor negotiations. The firm continues to work closely with the City and the Receiver’s
Team on all ongoing collective bargaining agreement negotiations.

LAWO3 Complete, recodify and enact the Code of the City of Harrisburg

The Law Bureau introduced the recodification ordinance at the City Council Legidative Session scheduled for
February 12, 2013. The ordinance was approved by City Council.

POLO1 Restructurethe patrol duty schedule

The Police Bureau proposed a ten hour schedule for consideration by the Mayor and the Office of the
Receiver. The Receiver's Team subsequently analyzed the cost and operational implications of the proposal
and determined that the ten hour schedule was more costly to implement than the current eight hour schedule

In light of the City’ sfiscal constraints, the schedule change was not recommended.

POL0O4 Implement a proactive crime analysis and crime reduction strategy



A Crime Analyst position was created and assigned in 2012. The crime mapping system was implemented in
May 2012, and datais currently used to inform the command staff’ s deployment decisions.

POL 05 I ncrease complement of VICE Unit

The Police Bureau implemented a Career Development program to allow patrol officers to rotate into VICE as
a temporary assignment. The program adds capacity to the VICE Unit and provides career development
opportunities for patrol personnel who are interested in pursuing specia assignments. The District Attorney’s
Office pays the ongoing 5% stipend and officers who are assigned to the Vice Unit are paid from the 5%
stipend.

POL 06 Assign representativeto the District Attorney’s Office Nar cotics Task Force

The Receiver has granted permission for two additional Detectives to enhance Vice operations and keep it
under City control in order to provide locally controlled neighborhood safety oriented anti-drug operations.
These personnel will be assigned to the Vice Unit by mid-February 2014.

POL Q7 Participate in Dauphin County Forensic Team

After deliberation with the Office of the Receiver, it was determined that the forensic function will remain
under City control for the immediate future to alow their activities to be focused on neighborhood and
community activities/ needs.

POLO08 Transfer prisoner booking responsibility to Dauphin County

The Dauphin County Booking Center is scheduled to be fully operational in 2013. It will be staffed entirely by
Dauphin County personnel. The Harrisburg officers currently assigned to booking duties will be reassigned to
patrol. No further action is needed on the part of the Police Bureau.

POL 10 Replace electronic parking ticketing devices

The Police Bureau has purchased suitable replacement devices. They have been fielded and are fully
operational.

POL 14 Evaluate the consolidation of Specialized Units

Most of the Police Bureau's specialized units have been absorbed into patrol platoons to meet staffing needs.
However, the street crimes and traffic unit remain in commission as they are important components of the
City’ s proactive policing model.

POL 15 Enhance leave supervision

The City has implemented a sick leave abuse policy for Police officers. However, officers are allowed to run
sick time out at retirement. Further revisions to the policy are subject to the ongoing collective bargaining

process.

POL 16 Evaluate false alarm feefor burglar alarmsand aggressively collect feesdue



On February 8, 2013, the City Clerk introduced legislation for approval to City Council in reference to an
ordinance addressing the update to the fee schedule for burglar larms. The proposal is pending City Council
approval.

FIREOS Increase billing/collection of emergency response and vehicle extrication fees

Ordinance No.13 increased the extraction fee to $500 per extrication. The Tax & Enforcement Office has
begun the process of aggressively billing the insurance companies.

FIREO6 Adjust false alarm feesto mor e accur ately reflect costs and impacts

The Fire Department and the Law Bureau submitted an ordinance for City Council approval, which increased
false alarm fees to reflect the 2012 Maximus fee study. The ordinance was approved by City Council.

FIREOS8 Mandate formal Safety Committeereview of every work-related injury in Bureau

The Fire Bureau has established the practice of reviewing workplace accidents and near misses through a joint
labor-management committee. The committee reviews safety issues and injuries and develops interventions as

appropriate.

FIREO9 Establish a formal in-house training program, including a shift swap system, that allows
in-housetrainersto lead events

The Fire Bureau has developed and implemented an in-house training program designed to maximize the value
of in-house expertise and raise the skill level of al firefighters.

FIRE10 Continue discussions with Harrisburg Area Community College Public Safety Center
regarding possible training collabor ation

The Fire Bureau's leadership team regularly interacts and communicates with the community college to
identify and implement training opportunities for Harrisburg firefighters. Regular and informal interaction
takes place as part of the Bureau’ s annual training schedule.

PWO03 I ncrease recycling through education, accessibility, and enfor cement

The City has a recycling grant for which it has qualified for the last six years. There are planned education
events through the Parks and Recreation Department, primarily through the Youth As Restorers (YAR)
program. The Keep Dauphin County Program will provide an education program at three Harrisburg public
schools during 2013. The City continuesto look at opportunities to increase recycling awareness in the City.

OAO03 Expand the Stormwater Management Ordinance regarding dischar ges

The Department of Public Works drafted an ordinance revising the discharge clauses to reflect current
Environmental Protection Agency (EPA) requirements, and the ordinance was passed by the City Council in
May 2013.

The City of Harrisburg Stormwater Management Ordinance is posted on the City website and can be
downloaded by the general public. The Department of Building, Housing and Development is apprising all
land development plan applicants of the revised ordinance and directing stormwater related questions to the
Office of the City Engineer.



BHO1 Increase fees, fines and char ges based on fee study results

The Department and the Law Bureau submitted an ordinance to City Council increasing fees and fines to
reflect the 2012 Maximus study. The ordinance was approved by City Council.

BHO02 Quantify extent of inspection backlog and hire additional Codes Enfor cement Officersto clear
and prevent backlogs

The City has eliminated existing backlog. In addition, the 2013 Budget included two additional inspector

positions. The Receiver has approved these two positions and recruitment to fill the positions is underway.
With the additional staff, the City is able to meet inspection workload demands and avoid future backlog.

BHO3 Contract for demolition of blighted structures

The current practice is for all properties scheduled for demolition due to public safety concerns to be reviewed
and triaged by the Codes Administrator and staff. The City continues to conduct as many demolitions in-house
as possible because the cost of contracting for the service is high. However, the demolition team in Public
Works is sometimes low on manpower due to reassignment for other priorities.

BHO4 Assemble and systematically deploy code enfor cement teams

The Department of Building, Housing and Development has assembled a team consisting of Department
personnel as well as representatives from the Police and Fire Bureaus. The team meets to identify problem

areas and develop a mutual approach to targeted enforcement.

BHO5 Adopt legidation requiring a local responsible agent for rental properties within the
City

The measure was passed by City Council in October 2011, Ordinance 9-2011. In lieu of aregistration process,
the Bureau of Codes maintains an electronic database of rental unit applications, which, in effect, documents
the rental property ownership and provides a mechanism for regular communication

HS01 Designate a Housing Coordinator

The Deputy Director for the Bureau of Housing has assumed the responsihilities of the Housing Coordinator.
In addition, Program Directors and Program Managers for the Bureau of Housing provide additional support.
REVO1 Increasethe Earned Income Tax (EIT) rate asrequired to eliminate oper ating deficits
The City Council approved the EIT tax increase of 1% on City residents on October 24, 2012. The new tax rate
became effective on January 1, 2013, resulting in increased General Fund revenue estimated at $5,154,000 for
2013.

REV02 Increasethe Real Estate Tax rate asrequired to eliminate oper ating deficits.

The 2012 budget included a 0.8% increase in the real estate tax rate. The rate remained the same in 2013.

REV05 Increase business license fees, improve compliance with Business Privilege and
Mercantile Tax



The Business Privilege license fee is currently in line with the Maximus fee study, which was finalized in early
2013. A contract with Muniservices to help improve compliance with the Business Privilege Tax was signed
by the Controller’s Office on February 8, 2013.

REV09 Increaseinterest and penalty provisions wher e per mitted

Bill 21-2012 was passed by the City Council on January 22, 2013 increasing the penaty and interest
provisions of the Business Privilege and Mercantile tax.

REV10 I mprove taxpayer infor mation

The City has updated the City’s website to include a repository of tax related documents and forms to improve
taxpayers access to information.

The preceding narrative highlights those recommendations from the Receiver’s Plan that have been completed
to date; however, the list does not represent an exhaustive inventory of all work completed. Many of the
initiatives included in the Receiver's Plan require phased implementation over months, if not years. Many
require complex negotiations between creditors, labor unions, and other governmental agencies. In addition,
some initiatives, while important, are prioritized for later implementation due to competing priorities that have
amore significant impact on the City’' s financial and operational condition.

The status of those initiatives that are underway but not complete and those initiatives that are pending
implementation are discussed in the following sections. It is critical for the City’s ultimate recovery that all
parties remain committed to the further implementation of these recommendations.



Recovery Plan Implementation

Plan | mplementation®
PI01 Conduct regular Recovery Plan implementation meetings

Assessment as of February 6, 2012:

Once the Receiver's Recovery Plan is approved by the Commonwealth Court, the critical next step will be
implementation. Implementation will require significant involvement from the Mayor, City Council, City
Controller, City Treasurer and other key management staff. In some instances, legidative action may be
required. It is important to prioritize the initiatives included in this Plan, so that the highest priorities are
addressed immediately and lesser priorities addressed later. Staying on task to implement these Plan initiatives
will facilitate the City's achievement of financial and economic stability.

The Mayor (or a designee), representatives from City Council, the City Controller, the City Treasurer and key
management staff (as appropriate) shall participate in regular meetings, organized by the Receiver, to discuss
and execute implementation of the initiatives included in this Plan. Within these meetings, the participants
shall discuss key Plan policy initiatives and determine how each initiative will be implemented. At the
implementation meetings, other management issues may be discussed, including but not limited to City
finances, human resources, economic development, general operations and intergovernmental cooperation. The
Receiver will be responsible for preparing each meeting's agenda and will lead the meetings. These gatherings
are intended for asmall number of attendees to focus on priority-setting and problem-solving and may result in
follow-up assignments and associated progress reports. The Receiver will periodically meet with the full City
Council in public session to provide updates.

City administration, including the Chief of Staff/Business Administrator, shall meet weekly to review
implementation progress. At aminimum, elected officials shall meet monthly to review same.

It is recognized that, with the number of initiatives included in this Plan and the City’s limited management
capacity, a prioritization of initiatives will be required. The Receiver shall provide the City with a prioritized
list of initiatives and corresponding deadlines for use in Plan implementation. This prioritized implementation
action plan shall serve as a road map for implementation of this Plan and shall be the basis for monitoring
progress on each initiative.

Status as of August 9, 2013:

Implementation meetings began in May of 2012 and are conducted monthly to ensure that priority initiatives
are implemented in a timely fashion. These meetings shall continue throughout the period of time the City is
under the Office of the Receiver.

! Plan implementation and oversight is further addressed in Part Eleven of the Harrisburg Strong Plan.
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Organizational Accountability
PI03 Develop a performance management system

Assessment as of February 6, 2012:

In order to improve the flow of reliable information throughout the City government and increase the level of
trust between and among City staff and elected officials, the City shall develop and implement a
comprehensive performance management system. The system will track and monitor key indicators of activity
levels, productivity, cost effectiveness and other measures of City government performance.

The Chief of Staff/Business Administrator and designated staff shall compile the performance information
from each department, bureau and office and publish a quarterly performance management report that includes
the monthly indicators and introductory narrative explaining important trends and changes, as well as actions
taken by the City in response to those trends and changes. The Chief of Staff/Business Administrator shall
provide the written Quarterly Performance Report and the Quarterly Financial Report to the Mayor, City
Council, Receiver and Secretary of DCED within 60 days of the end of each quarter. The Chief of
Staff/Business Administrator shall also post these quarterly reports to the City's website.

Status as of August 9, 2013:

Mayor Thompson conducts monthly one-on-one meetings with Department Directors. The draft performance
evaluation tool for managers and supervisors has been provided to the Receiver’s Team for comment. The
anticipated implementation date is the third quarter of 2013.
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Baseline Operating Budget Structural Deficit

The purpose of this chapter is to estimate the City’ s baseline structural deficit (the amount by which the City’s
Operating expenses consistently exceed its revenues) looking forward from 2013 to 2016 assuming no changes
asaresult of thisplan.

2013 — 2016 General Fund Baseline Projections

Baseline projections for the General Fund were developed for 2013 through 2016 using 2011 and 2012
Operating Budget Actuas and the City's 2013 adopted budget. These projections assume that no plan
interventions are made to change either the existing revenue or expenditure trends. In developing these
projections, a variety of assumptions were used.

The revenue assumptions used in the baseline projections were as follows:

12

All tax and fee rates were held constant at the 2013 budgeted levels. The 2012 budgeted increase in
real estate tax millage isincluded.

Revenue from real estate taxes was grown <1.0% annually throughout the period as assessed valuation
growth is assumed to be minimal.

The sale of tax liens has not been included for years 2013 through 2016. Delinquent tax collections
wereincluded at historical levels.

Other Taxes were reviewed on aline-by-line basis. Earned Income Tax revenue was increased by 1%
per year, the Business Privilege & Mercantile Tax revenue by 1.75% per year and the Real Estate
Transfer Tax revenue by 3% per year over the 2013 budgeted base. All other revenues from taxes
were grown slightly.

V ehicle Maintenance Reimbursements were increased at the same rate as related expenditures.

State aid for pension expenses was held constant over the period.

The Commonwedlth's Allocation for Public Safety Services ($5.0 million) is included in these
projections.

Most other revenues are held constant over the period.
Sewer and Water Fund administrative charges are based on the City’'s 2012 Maximus study.
Sanitation (Refuse) Fund administrative charges and transfer payments decrease throughout the period

as expenditures in that fund increase.

2013 includes a payment of $250,000 from the Parking Authority. No other payments from the
coordinated parking fund are anticipated through the period.

Parking Taxes reflect the City’ s receipt of all parking taxes beginning in 2014

Host Fee of $290,000 included in Licenses, Permits and Finesin 2014 - 2016



General Fund Revenue Projections, 2013-2016

2013 2014 2015 2016 % Change
Revenue Group Estimated Projected Projected Projected 2013-2016
Property Taxes 17,193,388 17,348,605 17,505,375 17,663,712 2.7
PILOTS 425,415 425,415 425,415 425,415 0.0
Earned Income Taxes 4,014,500 4,056,180 4,096,762 4,137,749 3.1
Mercantile Business Privilege 2,820,550 2,844,700 2,869,092 2,893,727 2.6
Parking Taxes 1,997,474 3,197,474 3,197,474 3,197,474 60.1
Other Taxes 3,486,825 3,518,082 3,630,692 3,664,166 5.1
Licenses, Permits and Fines 6,030,812 6,094,781 6,055,222 6,055,222 0.4
Intergovernmental 3,109,957 3,107,294 3,107,294 3,107,294 -0.1
Commonwealth Allocation for Public Safety Services 5,000,000 5,000,000 5,000,000 5,000,000 0.0
Transfers 5,416,034 5,160,619 5,159,738 5,151,999 -4.9
Other Revenues 533,105 765,872 522,061 528,824 -0.8
Total 50,028,060 51,519,023 51,569,125 51,825,582 3.6

The expenditure assumptions used in the baseline projections were as follows:

The number of personnel has been held constant at the 2013 budgeted levels

Wages have been increased as specified in the respective collective bargaining agreements. No wage
increases are included for non bargaining employees or after the expiration of the current contracts.

Medical insurance has been increased at the following rates in conformance with the City’s most
recent experience and trends observed in increases for government employees both in Pennsylvania
and nationally.

2013 2014 2015 2016
6.4% 6.6% 7.0% 7.8%

Other major insurance costs have been projected on a case-by-case basis.

No new debt is assumed. Transfers to the Debt Service fund are assumed using existing amortization
schedules.

Capital expenditure for Street Sweeper in 2013. No other capital purchases are included.
Municipal pension obligations are held constant over the period.
No payments on the RRF debt guarantee obligations are included.

Other expenditures were increased at various levels.
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Expenditures are projected to grow from $51.3 million in 2013 to $54.4 million in 2016. The principal factor
for the increase in expenditures is personnel costs, primarily employee medical insurance and wages. Medical

insurance increases from $10.2 million in 2013 to $12.5 million in 2016, an increase of 23.0%. Wages
increase from $24.3 million in 2013 to $25.7 million in 2016, an increase of 5.4%.
General Fund Expenditure Projections, 2013-2016

2013 2014 2015 2016 | % Change
Expenditure Type Estimated Projected Projected Projected | 2013-2016
Salaries/Wages 24,359,884 24,988,310 25,514,971 25,678,608 5.4
Temporary Wages 116,847 116,847 116,847 116,847 0.0
Overtime 2,409,849 2,409,849 2,409,849 2,409,849 0.0
Sick Time Buyback 137,208 126,000 126,000 126,000 -8.2
Medical & Life Insurance 10,198,355 10,872,520 11,636,006 12,540,675 23.0
Pension & Other Employee Benefits 6,051,970 5,888,547 5,899,546 5,901,997 -2.5
Total Employee Expenses 43,274,113 44,402,073 45,703,219 46,773,976 8.1
Communications 385,479 387,435 389,606 392,121 1.7
Professional Fees 928,817 910,556 928,048 947,962 2.1
Utilities & Services 724,030 701,923 680,454 658,846 -9.0
Insurances 1,326,726 1,356,796 1,389,462 1,426,500 7.5
Rentals 15,800 15,925 16,059 16,212 2.6
Maintenance & Repairs 675,213 686,107 697,886 711,173 5.3
Contracted Services 341,519 327,338 329,989 332,962 -2.5
Supplies And Expenses 2,357,574 2,564,433 2,376,390 2,162,160 -8.3
Minor Capital 29,200 29,972 30,814 31,772 8.8
Lease Purchase 255,000 256,091 257,261 258,572 1.4
Other Capital 230,000 - - - na
Mains And Accessories 350,000 356,611 363,765 371,846 6.2
Grants 272,510 272,510 272,510 272,510 0.0
Fines & Settlements 10,000 10,000 10,000 10,000 0.0
Miscellaneous Expenditures 158,000 - - - -100.0
Total Non Employee Expenditures 8,059,869 7,875,696 7,742,244 7,592,635 -5.8
Total Expenditures before Debt Service 51,333,982 52,277,769 53,445,464 54,366,611 5.9
Transfer to Debt Service Fund 10,810,547 10,605,917 10,605,917 10,605,917 -1.9
Total Expenditures and Debt Service 62,144,529 62,883,686 64,051,381 64,972,528 4.6
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Other Funds

The financia status of the City depends upon a number of operational funds in addition to the General Fund.
The principal additional operational funds which must be considered are:

Debt Service Fund — Accounts for transactions relating to City debt excluding any guaranteed debt;

Sanitation Fund — Accounts for transactions dealing with the City’s collection of refuse. Does not
include RRF activities;

Sewer Fund — Accounts for transactions dealing with City’s operation in the collection and treatment
of sewage;

Liquid Fuels (Highway Aid) Funds — Accounts for Commonwealth funds to maintain streets and
roads; and

Water Fund — Accounts for transactions relating to the City’ s agreement with the Harrisburg Authority
to operate the water system for Harrisburg and other contracting adjacent municipalities.
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| nter gover nmental Relations

IGRO1 Identify and implement inter gover nmental cooper ative initiatives

Assessment as of February 6, 2012:

With the assistance of the Receiver, the Mayor and City Council shall convene a group of leaders from the
City, Dauphin County and the Harrisburg School District to discuss possible collaborative intergovernmental
initiatives aimed at conserving funds and/or improving current services. These initiatives may address topics
including, but not limited to: tax collection; fleet maintenance; purchasing; facilities maintenance; financial
management services; and information technology. The group shall meet on a regular basis with the ultimate
goal of identifying the most promising areas for future shared services, developing initiatives within these
areas (along with specific implementation plans) and implementing these initiatives within each organization.
The group shall analyze opportunities based on potential for cost savings, ability to improve current service
delivery and/or savings on long-term capital costs for al entities involved.

Status as of August 9, 2013:

The City continues to pursue those intergovernmental opportunities that are available. For example, the City
has partnered with Dauphin County on a number of policing efforts and has participated in the County’ s police
recruitment and testing program. However, once the City has resolved reached a debt resolution agreement
with its creditors and the City’ s asset monetization effort generates revenue, the City will increase its effort to
establish a broader program of intergovernmental cooperation.

IGRO2 Pursue member ship in the Capital Region Council of Gover nments

Assessment as of February 6, 2012:

As previoudy stated, the current CRCOG bylaws limit membership to townships and boroughs, which
precludes the City of Harrisburg from joining. However, CRCOG leadership has indicated that a revision of
the bylaws may be possible to admit the City of Harrisburg as a member.

The Mayor shall contact the Executive Director of CRCOG to discuss possible bylaw revisions that would
allow the City to be admitted as a member. Through membership in CRCOG, the City could gain access to
joint purchasing opportunities, regional code enforcement resources and strengthened intergovernmental
relationships. The financial impact information shown below reflects the annual cost to a municipality for
CRCOG membership.

Status as of August 9, 2013:
Membership in CRCOG has not been pursued due to budget constraints. However, following the resolution of
the City’ s debt issues, membership in the CRCOG will be actively pursued and budgeted for.

16



Workforce and Collective Bargaining

WF01 Renegotiate existing contract extensions or in the alternative, declare extensions of
collective bargaining agreements void and renegotiate existing contracts

Assessment as of February 6, 2012:

The City shall retain and continue to retain experienced public employment labor counsel to renegotiate all of
the existing collective bargaining agreements and extensions. |f negotiations do not result in agreements with
any or all of the three unions, then counsel shall evaluate whether the City should take legal action to declare
the extensions of the FOP, IAFF and AFSCME collective bargaining agreements void ab initio, specifically
the First Amendment to the Basic Labor Agreement with the FOP, the First Amendment to the Basic Labor
Agreement with the IAFF and the First and Second Amendments to the Basic Labor Agreement with
AFSCME.

These amendments unnecessarily extended all three collective bargaining agreements well beyond their
aready lengthy terms. These unnecessary extensions, entered into by the prior Mayor at the end of his term of
office and years prior to the expiration of the agreements, prevent the City from implementing most of the
Workforce initiatives in this chapter, as well as many initiatives in other chapters of this Recovery Plan. An
initial review indicates that the contracts are either void ab initio or at the very least voidable.

The total financial impact of the renegotiated agreements must be sufficient to provide for a balanced budget
and to correct the existing structural deficit. While it may be difficult to accurately project the future impact of
certain modifications, it is imperative that changes be implemented to control the greatly increasing costs of
health insurance benefits, both for active employees as well as retired employees.

Status as of August 9, 2013:

The Receiver’'s Team continues to work collaboratively with the City’s employment labor counsel to provide
support and direction during contract negotiations. The City has reached agreements with the FOP and
AFSCME bargaining units amending the existing collective bargaining agreements and extensions, subject to
obtaining approval from the City, and is in negotiations with the IAFF. Both the FOP and AFSCME
memberships ratified the Amendments, and the Amendments will be presented to the City for ratification,
along with necessary ordinances and resolutions. The Receiver's Team will continue to work toward a
resolution with the IAFF.

WF03 Establish a labor/management committee for all employee groups

Assessment as of February 6, 2012:

The City shall establish a labor/management committee that will use the Area Labor Management Committee
(ALMC) structure as a resource. The Office of Labor-Management Cooperation in the Pennsylvania
Department of Labor and Industry promotes labor-management collaboration by supporting and coordinating
with ALMCs. ALMCs are neutral non-profits comprised of representatives from labor and industry,
management and government who work cooperatively to retain jobs and promote economic growth. Services
provided by ALMCs include third-party mediation, consulting, training and educational programming.

Status as of August 9, 2013:

The draft template for Labor Management Committee meetings has been submitted to management and the
president of AFSCME, IAFF, and FOP unions for review and approval. All parties have reviewed the draft
document and the final version will be submitted for official adoption at each union's Labor Management
Committee meetings once approved by the Receiver's labor counsel.
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WF04 Limit new contract enhancements

Assessment as of February 6, 2012:

Unless, and only to the extent that, applicable law requires a change in any of the wages, benefits, terms,
provisions or conditions enumerated herein, all new collective bargaining agreements (which phrase shall
include but not be limited to new agreements, extensions, amendments, side agreements, memoranda of
understanding and settlements) between the City and the unions representing its employees (whether resulting
from collective bargaining between the parties or interest arbitration pursuant to Act 111 as applicable or
otherwise) covering calendar years 2012 through 2016 and subsequent years (or any portion thereof) must not
contain, require or provide for any of the following:

a) Any new overtime or premium pay benefits or requirements,

b) Any increase in existing overtime or premium pay benefits or requirements, nor the continuation of
existing overtime and premium pay benefits and requirements which are modified by this Recovery
Plan;

¢) Any increase in pay or benefits associated with new duties, changes in duties, cross training or
activities required by this Recovery Plan;

d) Any new benefits or improvements in existing benefits, nor the continuation of existing benefits which
are modified by this Recovery Plan;

€) Any new paid or unpaid leave;

f)  Any improvements to existing paid or unpaid leaves, nor the continuation of existing paid and unpaid
leaves which are modified by this Recovery Plan;

g) Any additional pay for time not worked;

h) Any improvements in existing pay for time not worked, nor the continuation of existing pay for time
not worked which is modified by this Recovery Plan;

i) Any new designations that time not worked counts as time worked for the purpose of computing
overtime or premium pay or increases in existing designations of same, nor the continuation of
designations that time not worked counts as time worked for the purpose of computing overtime or
premium pay which are modified by this Plan;

i) Any new benefitsfor retirees or other inactive employees (e.g., those in layoff or disability status);

k) Any improvementsin existing benefits for retirees or other inactive employees, nor the continuation of
existing benefits that are modified by this Recovery Plan;

[) Any other term or provision which continues any existing restrictions or which adds any new or
additional restrictions on the City's Management Rights;?

m) Any provision which impairs or restricts the City's ability to engage qualified contractors to perform
services for the City, including services currently provided by bargaining unit personnel;

n) Any provision which impairs or restricts the City's ability to transfer service provision to another
entity, including services currently provided by bargaining unit personnel;

0) Any provision which restricts or impairs the City's ability to effect a layoff or other reduction in its
workforce, including those that require al part-time employees be laid off regardless of assignment or
duties before any reductions in full-time staff can be made;

2The term "Management Rights,” as used herein, includes, without limitation, the rights to: promulgate and enforce work rules, policies and procedures;
select, hire, promote, transfer, assign, determine the duties of, evaluate, layoff, recall, reprimand, suspend, discharge and otherwise discipline employees;
establish, eliminate and redefine positions in accordance with the City's needs; determine the qualifications and establish performance standards for jobs
and assignments; determine the methods, processes and means of performance, where and when work shall be performed, and the equipment to be used;
determine the composition of the work force; create, abolish and change jobs and job duties; determine employees hours and days of work, work
schedules, shifts and reporting stations; determine whether to assign overtime and the amount required; require employees to work overtime; determine
when a job vacancy exists, and select the best qualified candidate to fill it; take necessary actions in emergency situations; extend, curtail or change City
operations and otherwise manage the City, its operations and its employees in its discretion.
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p) Any provision which expands any arbitrator's authority to grant relief in any arbitration proceeding;

g) Any provision which obligates the City to permit bumping of any employee on the basis of seniority,
rather than on the basis of qualifications and performance, except to the extent that preference is
accorded to the most senior of those employees having relatively equal qualifications and performance
histories;

r)  Any provision requiring the City to pay bargaining unit employees to attend any trial, hearing or other
legd prgceedi ng, except to the extent that such employee attends any such proceeding at the request of
the City”;

s) Any provision which restricts the City’s ability to require an employee to work a "light duty" position
within that employee’ s medical restrictions, and in any department or bargaining unit within the City;

t) Any provision obligating the City to provide “light duty” to any employee who is unable to perform
the essentia functions of his or her job, with or without reasonable accommodation and without
posing a direct threat to the health or safety of the employee or others;

u) Any provision which expands the bargaining unit employees' rights to present grievances to the City
or to appeal grievancesto arbitration;

v) Any provision which provides any pay or other compensation to any employee for: 1) any exercise by
the City of any of the above rights; or 2) the inclusion of any of the above provisionsin any collective
bargaining agreement; or 3) the implementation of any of the above provisions, or 4) the
implementation of any of the initiativesin this Recovery Plan; or

w) Any requirement for the City to provide wages, benefits or other terms of employment to any
bargaining unit based on the provisions of such wages, benefits, or other terms of employment to
another bargaining unit.

Status as of August 9, 2013:

The City has reached agreements with the FOP and AFSCME bargaining units amending the existing
collective bargaining agreements and extensions, subject to obtaining approval from the City, and is in
negotiations with the IAFF. Both the FOP and AFSCME memberships ratified the Amendments, and the
Amendments will be presented to the City for ratification, along with necessary ordinances and resolutions.
The Amendments for both the FOP and AFSCME will enable the City to achieve significant cost savings
through the end of their terms on December 31, 2016. The Receiver's Team will continue to work toward a
resolution with the IAFF.

WF05 Ensurefuture collective bar gaining agr eementsremain compliant with Recovery Plan

Assessment as of February 6, 2012:

No person or entity, including (without limitation) the City, any union representing City employees and any
arbitrator appointed pursuant to Act 111 or otherwise, shall continue in effect past the stated expiration date of
any current labor agreement the wages, benefits or other terms and conditions of the existing labor agreement
if such wages, benefits or other terms or conditions are inconsistent with the initiatives made in this Recovery
Plan.

If any existing collective bargaining agreements and/or amendments or extensions are void or voidable, no
person or entity, including (without limitation) the City, any union representing City employees and any
arbitrator appointed pursuant to Act 111 or otherwise, shall continue in effect past the stated original expiration
date of the prior collective bargaining agreement the wages, benefits or other terms and conditions of the prior
existing labor agreement if such wages, benefits or other terms or conditions are inconsistent with the
initiatives made in this Recovery Plan.

% This provision is not intended to eliminate pay for routine police court appearances pursuant to subpoenas regarding matters handled by an officer while
on duty. Rather, this provision shall provide clear management discretion to avoid automatic City pay and/or guaranteed minimum rates for attendance at
grievance proceedings and other internal hearings, court appearances regarding persona affairs, etc.
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All collective bargaining agreements, interest arbitration awards, settlements, memoranda and agreements of
any kind issued or entered into after the approval of the Recovery Plan must be effective at the earliest possible
date, and no later than the expiration of the then current and legally binding collective bargaining agreements
and interest arbitration awards. This shall apply even if the agreement is entered into or the arbitration award
is executed subsequent to the effective dates, thus requiring that the agreements or awards be retroactive. No
collective bargaining agreements, interest arbitration awards, settlements, memoranda and agreements of any
kind issued or entered into after the approval of the Recovery Plan may extend the current expiration dates of
the existing agreements and awards, nor the expiration dates of the prior unextended and unamended
agreements and awards if such extensions are void or voidable. Specifically, these dates are as follows:

- Original Contract Extended
Employee Group Covered Positions Term Contract Term
. All sworn Palice Officers with the Extended
Fraterma Order of Police, exception of the Chief of Police and 2004 - 2010 1/1/2011 -
9 ' three Captains 12/31/2015
International Association of All Fire Fighters with the exception of Extended
Fire Fighters, Local Union No. | the Fire Chief and the two Deputy 2006 - 2012 1/1/2013 -
428 Chiefs 12/31/2016
American Federation of State, All non-uniformed, non-management Extended
County and Municipal emplovees ' g 2008 - 2011 1/1/2012 -
Employees, Local 521 ploy 12/31/2014

The City shall take steps to promptly bargain al new collective bargaining agreements and shall follow all
time limits for interest arbitration so that any interest arbitration award shall be issued prior to the expiration of
the collective bargaining agreement. This shall also equally apply if any or al of the existing amendments to
the collective bargaining agreements are void or voidable. The timelines contained in Act 111 shall be adhered
to strictly and may not be waived. If an arbitration award is not issued prior to the expiration of the collective
bargaining agreement then the City shall implement al of the provisions and initiatives of the Recovery Plan
to the maximum extent legally consistent with law applicable to the Receiver’s Plan.

If this Recovery Plan is extended to cover any period of time subsequent to its initial term, then, unless and
until the initiatives made in this Recovery Plan are revised, any labor agreement between the City and any
union representing City employees (whether resulting from collective bargaining, interest arbitration pursuant
to Act 111 or otherwise) covering such subsequent period shall comply with the Initiatives made herein
without regard to the period of agreement specified in any such Initiative.

Status as of August 9, 2013:

The City has reached agreements with the FOP and AFSCME bargaining units amending the existing
collective bargaining agreements and extensions, subject to obtaining approval from the City, and is in
negotiations with the IAFF. Both the FOP and AFSCME memberships ratified the Amendments, and the
Amendments will be presented to the City for ratification, along with necessary ordinances and resolutions.
The Amendments for both the FOP and AFSCME will enable the City to achieve significant cost savings
through the end of their terms on December 31, 2016. The Receiver's Team will continue to work toward a
resolution with the IAFF.

WF06 Implement a three year wage and step freeze

Assessment as of February 6, 2012:
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There shall be a base wage and step freeze for the first three years of each new collective bargaining agreement
negotiated or arbitration award received after the approval of this Recovery Plan. Base wage increases in
subsequent years shall be no more than 2.0%. When step increases resume in the fourth year of the contract or
award, they shall do so from the frozen level, except where explicitly stated otherwise, rather than being
accelerated to “catch up” to the step that would have been reached without the freeze. This base wage and step
freeze shall also apply to all non-bargaining unit employees, including management employees, and full-time
elected officials.

Status as of August 9, 2013:

The Receiver directed the City not to implement the 2013 wage increases contained in the contract extensions
with the AFSCME, FOP, and IAFF bargaining units. The City has reached agreements with the FOP and
AFSCME bargaining units amending the existing collective bargaining agreements and extensions, subject to
approval by the City, and is in negotiations with the IAFF. Both the FOP and AFSCME memberships ratified
the Amendments, and the Amendments will be presented to the City for ratification, along with necessary
ordinances and resolutions. The Amendments for both the FOP and AFSCME will enable the City to achieve
significant cost savings through the end of their terms on December 31, 2016, and include wage freezes for
2013 and 2014, One Percent (1%) wage increases in 2015 and 2016, and freezes in longevity during the terms
of the Amendments. The Receiver’s Team will continue to work toward a resolution with the IAFF.

WFO07 Implement a new pay scalefor new police officers

Assessment as of February 6, 2012:

The current pay scale for FOP employees begins with the relatively high starting salary of $54,539 for Police
Patrol Officer Year 1. Thisis quite different from what other urban police officersin the region are paid. The
chart below compares the starting salary for a Harrisburg police officer with the starting salary for police
officersin five other Pennsylvania cities of the Third Class as of January 1 of the years shown. The Harrisburg
FOP pay scale is also compressed in that Police Patrol Officers Year 1 earn 91.5% of the top step ($59,571),

which isreached in Year 3.
Jurisdiction Minimum Salary

Harrisburg $54,539 (2011)
Reading $44,743 (2012)
Bethlehem $45,308 (2010)
Allentown $43,321 (2010)
York $40,452 (2010)
Lancaster $39,862 (2010)

The City shall adjust the police officer pay scale so it has a five step progression with a trainee step and four
non-probationary steps for al employees hired on or after January 1, 2012. Entry level rates will be adjusted
to approximately 75% of top step and each step will increase by a proportionate amount each year, resulting in
the base wage scale shown below. The previously described three year base wage freeze for 2012 through
2014 shall also apply to officers hired on this pay scale. However, police officers hired on or after January 1,
2012 shall be €eligible for the step increase in all years. Pay scales for the ranks of Corporal, Sergeant and
Lieutenant shall be similarly adjusted.

FOP Pay Scale: New Hires
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1/1/2012 1/1/2013 1/1/2014 1/1/2015

Police Officer IV $60,672 $60,672 $60,672 $61,885
Police Officer 111 $57,070 $57,070 $57,070 $58,211
Police Officer I $53,380 $53,380 $53,380 $54,448
Police Officer | $49,690 $49,690 $49,690 $50,684
Police Officer Trainee $46,000 $46,000 $46,000 $46,920

While police officers hired on the new pay scale will receive step increases in 2013 and 2014 and police
officers hired on the current pay scale will not, the scales have been calibrated so that no employee on the new
pay scale has a higher base wage than an employee on the current pay scale, including looking forward to
future years when wage increases are limited to 2% per year.

Status as of August 9, 2013:

The City and the FOP negotiated an Amendment to the existing collective bargaining agreement, which
includes a new pay scale for employees hired on or after January 1, 2013, with a Trainee rate of $46,018 and a
top Police Officer IV rate of $61,358. The steps are 75%, 80%, 85%, 90% and 100% of the Police Officer IV
rate. The FOP hasratified the Amendment, and the Amendment will be presented to the City for ratification.

WF08 Implement a new pay scalefor new firefighters

Assessment as of February 6, 2012:

The current pay scale for |AFF employees begins with arelatively high starting salary of $48,509 at Firefighter
I. The chart below compares the starting salary for a Harrisburg firefighter with the starting salary for
firefighters in five other Pennsylvania cities of the Third Class as of January 1 of the year shown. Aswith the
Harrisburg FOP pay scale, the IAFF pay scale is compressed in that a Firefighter | earns 93.6% of the top D/O

step ($52,871).
Harrisburg $49,478 (7/1/2011)
Reading $39,980 (2011)
York $39,971 (2010)
Bethlehem $39,726 (2010)
Allentown $39,721 (2010)
Lancaster $40,573 (2011)

The City shall adjust the IAFF pay scale so it has afive step progression beginning with a new trainee step (a
probationary step lasting 12 months) and four non-probationary steps for al employees hired on or after
January 1, 2013. Entry level rates will be adjusted to approximately 75% of top step and each step will
increase proportionately each year resulting in the base wage scale shown below. The previously described
three year base wage freeze for the first three years shall also apply to firefighters hired on this pay scale.
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However, firefighters hired on the new pay scale shall be eligible for the step increase in all years. Pay scales
for the ranks of Lieutenant, Captain and Battalion Chief shall be similarly adjusted.

| AFF Pay Scale: New Hires
\ 1/1/2013 1/1/2014 1/1/2014

Firefighter IV $56,085 $56,085 $57,207
Firefighter 111 $52,680 $52,680 $53,734
Firefighter 11 $49,270 $49,270 $50,255
Firefighter | $45,860 $45,860 $46,777
Firefighter Trainee $42,450 $42,450 $43,299

While firefighters hired on the new pay scale will receive step increases in 2014 and firefighters hired on the
current pay scale will not, the scales have been calibrated so that no employee on the new pay scale has a
higher base wage than an employee on the current pay scale, including looking forward to future years when
wage increases are limited to 2% per year.

Status as of August 9, 2013:

The City is currently negotiating with the IAFF and has proposed a new pay scale for employees hired on or
after January 1, 2013, providing for 85% of base salary Year 1, 90% of base salary Y ear 2, 95% of base salary
Y ear 3, and 100% of base salary Y ear 4.

WFQ09 Freeze longevity pay and dligibility

Assessment as of February 6, 2012:

Employees who are currently eligible and receiving such pay shall have their longevity payment frozen at the
current rate for the duration of this Recovery Plan. Longevity pay shall not be provided to employees hired
after the date of approval of this Plan or to current employees who do not reach eligibility for the payment
before the expiration of their collective bargaining agreement.

Status as of August 9, 2013:

The City, with support from the Office of the Receiver and the City’s outside labor counsel, is actively
engaged in negotiations with each of the City’s collective bargaining units. This initiative is being actively
considered by the labor negotiation team, in concurrence with all other workforce initiatives and proposals
from the City and the collective bargaining unit leaders. Both the FOP and AFSCME bargaining units have
ratified Amendments to their existing collective bargaining agreements and extensions which freeze longevity
through December 31, 2016, and which provide that employees hired on or after January 1, 2013 will not be
paid longevity.

WF10 Reduce paid holidays and per sonal leaveto 10 days annually

Assessment as of February 6, 2012:

All current and future employees shall be limited to ten holidays annually, including personal days. Each
holiday shall be paid at the employee’ s regular base hourly rate of pay for the number of hours usually worked
by that employee on his or her regular work shift or by the average hours usually worked by that employee on
his or her regular work shifts.

Because overtime usage is driven by several factors, this Plan includes severa initiatives to help the City
control the growth in this form of compensation. The initiatives in this section focus on collective bargaining
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agreement provisions that drive overtime costs. Other Initiatives recommend operational changes to reduce the
City’sovertime costs. When taken together, they will enable the City to control overtime costs.

Status as of August 9, 2013:

Some benefits for management employees have been scaled back. Mayoral Executive Order 9-2012
Elimination of Personal Leave Carry-Over was sent to all management employees on June 5, 2012. The City,
with support from the Receiver's Team and the City’s outside labor counsel, is actively engaged in
negotiations with the IAFF bargaining unit. This initiative is being actively considered by the labor
negotiation team, in concurrence with all other workforce initiatives and proposals from the City and the
collective bargaining unit leaders. The FOP bargaining unit ratified an Amendment to its existing collective
bargaining agreement which provided changes in Holidays.

WF11 Adjust overtime eligibility thresholdsto reflect hoursactually wor ked

Assessment as of February 6, 2012:

The City’s collective bargaining agreements have lenient definitions of what time can be counted toward an
employee’s eligibility for overtime. For example, if an employee represented by the FOP misses a scheduled
work day on sick leave, those hours are counted toward the 40 necessary to qualify for overtime. The City
shall change the calculation of overtime eligibility such that only hours actually worked, paid vacation leave,
paid holidays, paid persona leave, paid bereavement leave and paid jury duty shall be counted toward the
computation of overtime. Paid sick leave, paid compensatory time and other paid or unpaid leaves shall not be
counted toward the computation of overtime. To the extent that overtime eligibility for any group does not
currently include paid vacation leave, paid holidays, paid personal leave, paid bereavement leave or paid jury
duty leave, no adjustment shall be made to count such hours as hours worked for overtime eligibility purposes.

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’s outside labor counsel, is actively engaged in
negotiations with the IAFF collective bargaining units. The City, with support from the Receiver’'s Team and
the City’s outside labor counsel, actively engaged in negotiations with each of the City’s collective bargaining
units. The negotiations with the FOP and AFSCME were conducted with the specific intention of identifying
collaborative opportunities to address the City’s financial and operational issues, but the Amendments do not
include changes in these provisions.

WF12 Adjust minimum overtime provisions

Assessment as of February 6, 2012:

The FOP, IAFF, and AFSCME collective bargaining agreements include a number of provisions that provide
for payments of a minimum number of hours at overtime if an employee is recalled to duty. Certain of these
provisions have been interpreted to apply to additional work before and after the employee’s regular shift.
These provisions shall be changed so that: 1) they will only apply when an employeeis called in from home to
return to work at a time not before or after the employee’s regular shift; and 2) the employee shall be paid a
minimum of four hours at straight time (the employee’ s normal base hourly rate).

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’s outside labor counsel, actively engaged in
negotiations with each of the City’s collective bargaining units. The negotiations with the FOP and AFSCME
were conducted with the specific intention of identifying collaborative opportunities to address the City’'s
financial and operational issues, but the Amendments do not include changes in these provisions.
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WF13 Reduce vacation leave

Assessment as of February 6, 2012:
Employees shall earn annual vacation leave according to the schedule below.

Years of Service Non-Uniform

Completed

After 1 year of
continuous full-time 60 or 64 hours 80 hours 140 hours
employment
After 5 years of
continuous full-time 120 hours 120 hours 140 hours
employment
After 10 years of
continuous full-time 120 hours 120 hours 140 hours
employment
After 15 years of
continuous full-time 160 hours 160 hours 160 hours
employment

For positions with mandatory shift coverage, such as police patrol, this will reduce the number of vacancies
that must be filled using other employees on overtime. For other positions, this will reduce the pressure to use
overtime to address a backlog of work that can be partially created by employee vacations. In either case,
reducing the amount of overtime will increase the number of hours worked by each employee, which builds
the City’s staffing levels without incurring the costs associated with hiring and training more employees. For
example, 37 police officers who currently receive 19 days of vacation because they have at least five years of
service will now receive 15 days of vacation. That will provide 1,184 more hours of coverage, which is the
equivalent of 0.6 additional officers.

Management shall also have the right to determine the maximum number of employees from each platoon,
shift, department or other organizational unit who can take vacation simultaneously and to set different
thresholds throughout the year. This will help the City reduce overtime associated with several employees
taking vacation at the same time.

Employees who work less than 75% of their scheduled hours per month shall not earn vacation leave for that
month. The 75% shall be calculated by including hours actually worked, plus hours paid as vacation |eave,
compensatory time, personal leave, holidays, jury duty leave and bereavement leave.

Status as of August 9, 2013:

Mayoral Executive Order 8-2012 Vacation Leave Carry-Over was sent to all management employees on June
5, 2012. The City, with support from the Receiver's Team and the City’s outside labor counsd, is actively
engaged in negotiations with the IAFF bargaining unit. The Amendments to the FOP and AFSCME collective
bargaining agreements include changes in the vacation schedule for certain employees.

4 Fire vacation at 10 hours per day, currently at 12 hours per day
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WF14 Reduce sick leave allotments

Assessment as of February 6, 2012:

Like any kind of paid leave, sick leave can drive overtime expenses higher by creating vacancies that must be
filled or work backlogs that must be reduced by employees working overtime. That potential is especialy high
with sick leave since the employee absences are unplanned and management has less time to adjust staff
schedules to compensate for the absence. The City shal reduce its annua sick leave alocation for all
employees to 12 days per year. Sick leave allocated to firefighters and police officers shall be reduced to the
minimum required by state statute or 12 days per year if no minimum applies. Employees shall be allowed no
more than three days per year for illnesses related to family.

Employees who work less than 75% of their scheduled hours per month shall not earn sick leave for that
month. The 75% shall be calculated by including hours actually worked, plus hours paid as vacation |eave,
compensatory time, personal leave, holidays, jury duty leave and bereavement leave.

Status as of August 9, 2013:

Bonus sick |eave deposits for management empl oyees were abolished by Executive Order 6 of 2011. The City,
with support from the Receiver's Team and the City’s outside labor counsel, actively engaged in negotiations
with each of the City’s collective bargaining units. The Amendment to the FOP collective bargaining
agreement addresses changes in the sick leave provisions.

WF15 Implement a court-related overtimereduction strategy

Assessment as of February 6, 2012:

In recent years, the Police Bureau has made approximately 4,000 — 5,000 arrests per year. Since officers work
steady shifts, al personnel assigned to the midnight shift, the 7:00 P.M. to 3:00 A.M. shift and, in many cases,
the early evening shift attend court hearings and trials associated with those arrests outside their regularly
scheduled shift and are paid overtime to do so. The collective bargaining agreement provides that an officer
will receive a minimum of two hours for any court appearance that is not within the officer’s shift.

Because arrests and the subsequent court appearances are an integral part of police work, it is not unusual for a
collective bargaining agreement to permit management to reschedule an officer’s tours to align with court
appearances. The collective bargaining agreement shall be revised to permit the rescheduling of an
employee’s tour for the purpose of appearing in court. Officers days off would not be changed for the
purpose of avoiding overtime, but their eight hour shift would be adjusted within a scheduled workday.

The City shall engage other participants in the court process to determine what changes can be made that will
till provide officers for testimony but do so at a lower cost to the City. The City's review shall include
department management and representatives from the FOP, Capital City Lodge No. 12. Some municipalities
have established coordinating councils that bring together members of local law enforcement departments,
courts and the District Attorney to address court-related overtime and other concerns of joint interest. Possible
areas for discussion include how many officers are called to testify, when they are called to do so and
identifying cases that can be resolved more quickly with fewer officer appearances. 1n 2005, Nassau County,
New Y ork established an Early Case Assessment Bureau (ECAB) between its County Police Department and
the District Attorney to identify which cases should be pursued more vigorously and which weak cases could

be dropped.

Status as of August 9, 2013:
The City, with support from the Receiver's Team and the City’s outside labor counsel, actively engaged in
negotiations with each of the City’s collective bargaining units, including the FOP. The Amendment to the
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FOP collective bargaining agreement provides that the City and FOP will meet and negotiate mutually agreed
upon changes to the patrol duty schedule in order to implement savings as discussed in the Recovery Plan.

WF16 Redesign employee health care

Assessment as of February 6, 2012:

Asin other cities, managing the cost and containing the growth in the cost of employee health care coverage is
critical to the City of Harrisburg's financial recovery. The City shall require employee contributions, based on
1) either the employee's base salary or a percentage of premium, and 2) increases in the cost of hedth care
coverage after a maximum City monthly contribution.

The minimum employee contributions shall be or be equivalent to 2% of base salary for single coverage, 4% of
base salary for two person coverage, 5% of base salary for three person coverage and 6% of base salary for
four or more person coverage. In addition, employees shall share in increased costs in the monthly
contributions as follows: 1) the City’s increase in its share of the costs of monthly contributions shall be
limited to 6% per year (that is, the City shall be limited to paying a maximum of 106% of the amount it paid
toward the monthly cost of coverage for an employee for the same tier of coverage during the prior plan year);
2) employees shall pay any increases in costs of monthly contributions over the 6% increase up to 12%; and 3)
the City and employees shall split equally any increases in the costs of monthly contributions over 12% per
year.

For purposes of calculating increases in costs, the COBRA rates established by the third party administrator
shall be used, and the annual increase shall be determined based on the effective date of the plan year. The
increases in cost shall be determined and paid by employees based on the type (tier) of coverage they are
enrolled in — single, two person, three person or four or more persons. Further, in calculating the 6% and 12%
increases, the percentages shall be based on the amount paid by the City and shall not include employee
contributions.

If the annual increase in monthly costs will exceed 6% for any tier or tiers of coverage, the respective unions
may notify the City if they want to meet to negotiate changes in the plans and benefits in order to contain and
limit costs to 6%. |f the parties are unable to negotiate such changes prior to the effective date of the increase,
then the employees shall pay increased contributions as set forth above.

The City and unions should reduce healthcare expenditures by bringing plan design features in line with
market norms. At a minimum, the following features should be addressed each year, to adjust and evaluate
these and other cost-sharing mechanisms with periodic upward adjustments for inflation and / or changing
market conditions:

e Increased copays for primary physician, specialist, and emergency room visits;
Increased deductibles and out-of-pocket maximums;
Increased coinsurance;
Increase prescription copays;
Eliminate waiver bonuses for employees who waive receipt of City’s benefits;
Mandate use of automatic mail order (home delivery for maintenance prescriptions, with opt-out); and
Eliminate reimbursement for Medicare Part B coverage for retired employees and their spouses who
are Medicare-eligible.

Further, the City shall explore other providers of health insurance, prescription, dental and vision benefits. The
City shall also explore health insurance through PEBTF.

Status as of August 9, 2013:
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The City, with support from the Receiver's Team and the City’'s outside labor counsel, is actively engaged in
negotiations with the IAFF collective bargaining unit. The Amendments to the AFSCME and FOP collective
bargaining agreements contain significant changes to the health insurance benefits, including plan design
changes effective in the latter part of 2013, additional plan design changes effective January 1, 2014, changes
in prescription plan design and copays, and increased employee contributions. The Amendments also include
mandatory negotiations and expedited interest arbitration if the City's costs increase by more than 6%
annually.

WF17 Contain post-retirement healthcar e cost

Assessment as of February 6, 2012:

The City of Harrisburg provides post-retirement health benefits to all of its employees. It is estimated that the
future cost of providing such benefits following current accounting standards is approximately $184 million. In
FY 2011, the City estimated that it paid over $4 million for retiree health insurance benefits. The City pays
100% of the cost for retired firefighters and police employees. For AFSCME retirees, the City pays 100% of
the cost of health insurance for employees retiring after June 1, 2007, age 60 and twenty years of service, and
60% of the cost of health insurance for employees retiring after January 1, 2002, with twenty years of service
or at least fifteen years of service and age 65. This coverage does not include prescription drug, dental or
vison coverage. For non-represented employees, the City pays 100% of the costs for health care and
prescription for employees retiring after August 5, 2002. Management employees hired on or after February 1,
2008 receive 100% of the health insurance in effect at the time of their retirement. This coverage does not
include the spouse, and does not include vision, dental, or prescription drug coverage.

To contain costs associated with these benefits, the following modifications shall be made:

e The City shall no longer provide retiree healthcare to employees hired following the date of approval
of this Recovery Plan.

e For all employees retiring after the date of approval of this Plan, the retiree may be enrolled in the
same basic health plan as provided to the City’s then current employees. The City shall pay for a
portion of the cost of the retired employee only. The portion paid by the City shall be equal to the
amount which the City pays for single employee coverage for the City’s then current employees. The
retired employee shall pay the balance of the cost of coverage. Costs of coverage shall be determined
using the COBRA rates established by the third party administrator. There shall be no duplication of
health care coverage, that is, aretiree who is eligible to participate in another health plan (for example,
through other employment, through a spouse or through Medicare) shall not be eligible to participate
in the City’s plan.

e The City shall maintain the level of benefits provided to existing retirees but shall retain the right to
change the provider. The healthcare, pension or other benefits currently provided to existing retirees
and vested employees shall not be increased.

The City shall establish atrust or other vehicle suitable for governmental entities and shall begin funding this
liahility beginning January 1, 2013.

The primary impact of this initiative will be to improve the City’'s long-term fiscal position, particularly in
view of the City’s current and future liability for post-employment benefits.

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’'s outside labor counsel, is actively engaged in
negotiations with the IAFF collective bargaining unit. The Amendments to the AFSCME and FOP collective
bargaining agreements contain significant changes to the post-retirement health benefits for current employees,
including retiree contributions, participation in the same plan as active employees, and the elimination of post-
retirement health for new hires.
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WF18 Enhance light duty program

Assessment as of February 6, 2012:

The City shall establish a light duty program that is administered consistently across all injured employees,
regardless of bargaining unit status. The program shall give City management flexibility to assign employees
to light duty positions anywhere within City government, provided that the position is temporary and within
the medical limitations as set forth by the employee’'s treating physician. The injured worker shall keep the
benefits and emollients of his or her original bargaining unit, regardless of the temporary assignment.

As noted above, light duty programs reduce the costs associated with worker injuries and increase the
likelihood that an employee will return to work. They also give the City a structured opportunity to use the
skills of itsinjured workers to improve service delivery.

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’s outside labor counsel, actively engaged in
negotiations with each of the City’ s collective bargaining units. The negotiations with the FOP and AFSCME
were conducted with the specific intention of identifying collaborative opportunities to address the City’s
financial and operational issues, but the Amendments do not include changes in these provisions.

WF19 Retain flexibility tofill vacant positions after six months

Assessment as of February 6, 2012:

The City reportedly cannot fill an employee’ s position as long as they are receiving Worker’' s Compensation or
out on other leave. Instead, the City must reduce its level of service or use another employee to fill the
vacancy, potentially on overtime, while still compensating the original injured employee, and while till
paying benefits. It is appropriate and fair to compensate an employee during recovery, but that should not
limit the City’s ability to provide critical services or force the City to pay additional costs for an extended
period. Further, the City should be able to terminate employment after extended periods of leave. Therefore,
the City shall have the right to terminate any employee after atotal of twelve months of leave within any two
year period.

There are initiatives located in other sections of this Plan that may require changes to the City’s collective
bargaining agreements. Although those initiatives are discussed elsewhere, it is the express intention of the
Receiver that the implementation of these initiatives is mandatory, and that all necessary amendments be made
to the labor agreements between the City and any of its bargaining units.

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’s outside labor counsel, actively engaged in
negotiations with each of the City’s collective bargaining units. The negotiations with the FOP and AFSCME
were conducted with the specific intention of identifying collaborative opportunities to address the City’'s
financial and operational issues, but the Amendments do not include changes in these provisions.
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Retirement Benefits

RETO1 Prospectively reduce the level of benefits

Assessment as of February 6, 2012:

The City shall explore the viability of prospectively replacing its pension plans with a defined contribution
plan under Code Section 457 for future service. Federal tax law prohibits the use of a 401(k) plan for
governmental employees, but a Code Section 457 plan, while not identical, can deliver a similar type of
defined contribution retirement benefit as a 401(k) plan.

If the City concludes that a Code Section 457 plan is not a viable option, the City shall complete an actuarial
study to determine if any of the following prospective changes to the City’s retirement plans will reduce the
amount of MMOs the City is required to contribute. If the actuarial study concludes that the change will have
a positive impact on the City’s MM Os, then the City shall implement the change on a prospective basis.

If the City does not replace the pension plans with Code Section 457 plans, then all of the recommended cost
reductions for the existing pension plans should be implemented, not just the cap on service increments. In
addition to the 60% service increment cap on the Police and Firefighters Pension Plans, this includes
eliminating automatic increases under the Firefighters' Plan, reducing the surviving spouse pension under the
Firefighters Plan, reducing the cap on benefits under the Non-Uniformed Plan to 60% and revising the
definition of compensation under the Non-Uniformed Plan.

Police Plan — Prospectively cap service increments at 60%: The Police Plan ordinances provided by the City
prior to the preparation of thisanaysis cap service increments at 62.5% of fina average salary, while proposed
enhancements have the potential to increase such service increments to 70% of final average salary (negotiated
in 2006 to be effective in 2007) or even 80% of final average salary (negotiated in 2008 to be effective in
2009). A cap of 60% of final average salary shall be implemented for al future service.

Firefighters Plan — Prospectively cap service increments at 60%: The Firefighters' Plan does not currently
have a cap on the amount of benefits that can be attained through additional years of service beyond 20.
Theoretically, a firefighter will not likely exceed 30 total years of service, which would provide a benefit of
62.5% of final average salary. But there is no theoretica limit under the Firefighters' Plan to how high the
benefit can go. A cap of around 60% of final average salary should be implemented for al future service.

Firefighters Plan — Prospectively eliminate automatic increases. The Firefighters Plan currently provides
that retirees automatically receive an increase in their pension when there is an increase in the salaries of active
firefighters. This is not customary practice in defined benefit pension plans and is a back door for retired
employees to continue receiving benefits correlated to being actively employed. This automatic increase
should be eliminated. If acost of living increase is still desired, an increase correlated to a standard measure of
inflation would be more appropriate, with a cap on how large the increase can be.

Firefighters Plan — Reduce surviving spouse pension: The Firefighters Plan provides a 100% surviving
spouse benefit when the firefighter dies while employed by the Bureau of Fire. It is customary for municipal
pension plans to provide a 50%, rather than 100%, surviving spouse benefit. 1n addition, the Commonwealth,
through Act 51 of 2009, provides a 100% benefit for firefighters killed in the line of duty and so the 100%
benefit provided by the Firefighters' Plan is redundant. The Firefighters' Plan shall be amended to reduce the
surviving spouse benefit to 50%.

Non-Uniformed Plan — Prospectively reduce cap on benefits to 60%: The Non-Uniformed Plan currently
provides for a benefit as large as 75% of final average salary (depending upon the member’s years of service).
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This percentage of income replacement is well beyond what is customary for governmental defined benefit
plans and shall be reduced to 60% of final average salary for all future service.

Non-Uniformed Plan — Prospectively revise compensation definition: The Non-Uniformed Plan currently
provides that a member’s final average salary is the average of the highest three consecutive years of service.
This shall be revised to be the average of the last three years of service.

Status as of August 9, 2013:

The City, with support from the Receiver's Team and the City’s outside labor counsel, is actively engaged in
negotiations with each of the City’ s collective bargaining units. This initiative is being actively considered by
the labor negotiation team, in concurrence with other workforce initiatives and proposals from the City and the
collective bargaining unit leaders. Both the FOP and AFSCME bargaining units have ratified Amendments to
their existing collective bargaining agreements and extensions. The FOP Amendment provides that all new
hires shall be provided base pension benefits in accordance with the Third Class City Code. The City is
currently negotiating with the IAFF.

RET04 Seek IRS determination letter for Police Plan

Assessment as of February 6, 2012:

The City has previoudy received a determination from the IRS that the terms of the Non-Uniformed Plan meet
the applicable qualification provisions of the Code. PMRB has informed the Act 47 Coordinator during the
Coordinator’s review that it filed an application for determination with the IRS in January 2011 seeking tax
qualification for all plans that it administers, including the Firefighters Plan and the Non-Uniformed Plan. It
appears that the City has not directly sought a determination from the IRS that the Police Plan is qualified
under the applicable provisions of the Code based upon the assumption that the plan is not required to be tax-
qualified. This is incorrect. As discussed above, governmental plans, while subject to different tax-
gualification rules than private employer plans, are still subject to numerous Code requirements. Therefore,
the City shall seek a favorable determination letter for the Police Plan. Depending upon the timeliness of
certain amendments in the past, it may be necessary for the City to utilize the IRS Employee Plan Compliance
Resolution System for Governmental Plans in order to correct any defects in plan compliance prior to seeking
an IRS determination. In light of the IRS' active audit program of governmental plans, this will minimize the
potential for significant penalties at a later date.

This initiative needs review by its Law Bureau, and such review shall be completed as soon as possible.

Status as of August 9, 2013:
The Law Bureau is actively pursuing thisinitiative with a target completion of the third quarter of 2013.

RETO7 Update PMRS Agreement to reflect recent changesin the Firefighters' Plan

Assessment as of February 6, 2012:

Since the effective date of the Firefighters PMRS Agreement, the City amended the Firefighters' Plan by
Ordinance 12 of 2008, which amended Section 2-709.21(a) of the Codified Ordinances. Based upon
information provided by the City, it does not appear that the Firefighters PMRS Agreement was likewise
amended even though PMRS has indicated that they have provided the City with a proposed, updated
Agreement. Since PMRS administers the Firefighters' Plan pursuant to the terms of the Firefighters PMRS
Agreement, the City shall update this Agreement to reflect the current terms of the Firefighters Plan. This
should be remedied as soon as possible.

Status as of August 9, 2013:
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The City Salicitor is in discussions with PMRS regarding the implementation of language changes. It is
anticipated that an ordinance will be introduced to City Council in the third quarter of 2013.

RETO08 Resolve discrepancies between the Non-Uniformed Plan and the Non-Uniformed PMRS
Agreement

Assessment as of February 6, 2012:

The City provided documents that indicate that the Non-Uniformed Plan was amended by Ordinance 35 of
2003, which also approved the adoption of an amended Non-Uniformed PMRS Agreement. Upon review, the
Receiver identified certain inconsistencies between the Non-Uniformed Plan, as amended, and the new Non-
Uniformed PMRS Agreement. For example, Ordinance 35 of 2003 amends section 2-705.13(c) of the
Codified Ordinances to state that mandatory member contributions “shall be treated as the member's
contribution in determining tax treatment under the United Stated [sic] Internal Revenue Code for federal tax
purposes.” The Non-Uniformed PMRS Agreement, on the other hand, states that mandatory member
contributions “shall be treated as the employer’s contributions in determining tax treatment under the United
States Internal Revenue Code for federal tax purposes.” The City shall resolve these inconsistencies.

Status as of August 9, 2013:
This initiative is on hold until PMRS completes its final review of plan language. The review is currently
underway.

RET10 Establish Other Post Employment Benefits (OPEB) Trust

Assessment as of February 6, 2012:
The City shall establish an OPEB trust to begin to address the City’s OPEB liabilities.

Status as of August 9, 2013:

The Deputy Solicitor is drafting a Trust Agreement and working with City Administration and the Office of
the Receiver to identify potential trustees. Liabilities have been identified per GASB 45, and potential initial
funding has been identified.
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| nsurance and Risk M anagement

IRMO2 Revise terms of brokerage service agreement

Assessment as of February 6, 2012:

Six months in advance of next year's renewal, the City should move away from the traditional commission
methodology of brokerage compensation and establish a negotiated fee for service, resulting in all paid
premiums at renewal being net of commission.

A formal RFP process shall be undertaken for brokerage services, with the goal being to consolidate all
insurance placement with one (1) qualified brokerage firm. Firms that are well known in the government
sector should be invited to present their qualifications, experience and proposed service offering. Further,
brokerage compensation shall be based on a negotiated fee; all participating brokers should be informed that
premiums must be net of commission and that they are to set forth their fee expectations for the 2012-2013,
2013-2014 and 2014-2015 terms. The reason for a three-year termis that any broker assuming an account will
typicaly invest significant time getting to know the account in the first year. A multi-year relationship alows
the participating brokers to set their fee requirements at levels that may be less than the aggregate $179,445
that is being paid today to the two (2) incumbent brokers if they were to be transitioned to a negotiated fee.

The City shall develop a comprehensive Brokerage Services Agreement to be agreed to and executed by the
broker appointed to represent the City. Such an agreement shall clearly set forth the brokers roles and
responsibilities, the City’s service level expectations, broker compensation, termination criteria,
indemnification and insurance requirements to be imposed on the broker and other terms.

As for the commissions being received today by both firms and what we would suggest their fees be, the
projected $146,412 in annua commission compensation received by Marsh for the services to be provided is
dlightly outside the range of a reasonable fee. An annual fee should be in the range of $100,000. The City
could realize a savings of $46,412 annually in placement related expenses. AlA’s compensation should also
be based on a negotiated annual fee. An annual fee in the range of $27,500 should be negotiated in which the
City would realize an annual savings of $5,533.

Status as of August 9, 2013:
The City, with assistance from the Office of the Receiver and DCED has developed a Request for Proposals
for insurance brokerage services, which will beissued in July 2013 for all 2014 insurance renewals.

IRMO3 Engage an actuarial firm to perform an independent and objective evaluation of the
City’s ultimate liability and projected payments for the forthcoming fiscal period using
the City’s own loss experience as opposed to industry data

Assessment as of February 6, 2012:

The City shall engage an actuaria firm to perform a calculation independent of the Bureau of Workers
Compensation for the Commonwealth of Pennsylvania to determine the appropriateness of the Bureau's
assumptions and calculations. Further, actuaries will typically use industry development factors in their
calculations. Given that the City has been a qualified self-insurer for at least 10 years, the development factors
can be calculated using the City’s own loss experience, which will result in calculations that have greater
credibility.

Status as of August 9, 2013:
This initiative would require funding for a third-party firm to conduct the analysis. Given budget constraints
and pressing fiscal issues, the initiative is temporarily on hold until resources became available.
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IRM0O4 Revise collective bar gaining agreementsto allow for flexible Light Duty Program

Assessment as of February 6, 2012:
The City shall negotiate changes to its CBAs to alow for the formal implementation of a Light Duty Program
in both the Police and Fire Bureaus.

Any such program shall be aggressively and consistently applied in instances in which a City employee is
disabled with regard to their assigned position, but is able to return to work subject to medical limitations. If a
City employee is disabled, regardless if the benefits are being paid under Heart and Lung or Workers
Compensation, in order to maximize the effectiveness of the program, employees shall be permitted to be
placed anywhere within City government where the City could realize a benefit, if the position is temporary,
and is within the medical limitations as set forth by the employee’s treating physician. Savings can be realized
in having such a program.

In the event an AFSCME worker is collecting Workers Compensation benefits, his’her position must remain
open for 18 months at which time if the employee is not able to return to work, the position can be filled.
Keeping a position open this long has an impact on City services, overtime and incurs costs associated with
pension accruals and employee benefit costs that continue to be provided to the injured employee at the City’s
expense. The City must have the right to fill the injured employee's position and, if necessary, terminate
employment.

Injured police officers and firefighters are reclassified from being temporarily disabled to permanently
disabled, at which point the employee is then given a disability retirement. After six months of continued
disahility, the City should be given the right to fill the injured employee’s position.

Status as of August 9, 2013:

Full implementation of this initiative is dependent upon successful negotiations with all three unions. The
City, with support from the Receiver's Team and the City's outside labor counsdl, is actively engaged in
negotiations with each of the City’s collective bargaining units. This initiative is being actively considered by
the labor negotiation team, in concurrence with al other workforce initiatives and proposals from the City and
the collective bargaining unit leaders.

IRMO05 Create a Safety Program to managerisk of vehicleliabilities

Assessment as of February 6, 2012:

The City shall create a Safety Program to manage the City’s liability risk. Not having aformal safety program
and allowing employees to continue to operate a City vehicle exposes the City to extraordinary risk of lossin
connection with more frequent automobile liability claims and damage to City owned vehicles. Further,
policies and procedures need to be developed with regard to an ongoing review of the motor vehicle records of
current City employees along with areview of al accidentsinvolving City owned vehicles and what number of
preventable accidents and/or moving violations or any combination thereof will be cause for termination or
revocation of the privilege to operate a City vehicle. These guidelines shall be uniformly and consistently
applied throughout City government, inclusive of the Police and Fire Bureaus. Apparently disciplinary or
remedial actions that are taken vary from one department supervisor to another. This lends itself to
discriminatory practices within City government.

Status as of August 9, 2013:

The City relies upon Inservco, its contracted safety training service provider, to provide certified trainers who
conduct the research to identify best practices safety programs as relates to the specific kinds of risk City
employees are exposed. Per the agreement, safety training is provided on a quarterly basis.




In addition, the City has since contacted Marsh USA and began a dialogue requesting their assistance in
developing and implementing the following:
e Develop review process for city vehiclesinvolved auto accidents, and associated disciplinary process
e Communicate program, policy and procedures to employees/labor groups
e Conduct training for employees and initiate program

The City is currently without a risk manager or safety program manager. Further implementation of this
initiative will be pursued to the extent possible with current management capacity.

IRM 06 Conduct a cost-benefit analysis to determine adequate Umbrella Excess Liability
coverage

Assessment as of February 6, 2012:

The City is underinsured in connection with its Umbrella Excess Liability coverage. Therefore, the City shall
conduct a cost benefit analysis associated with increasing the Excess Liability limit to $10 million. The City’'s
greatest exposure results from automobile liability. Without a Safety Management Program in place, along
with juries’ propensity to award high dollar verdicts when the defendant is a municipality, it would be prudent
to increase the limit under Excess Liability.

Status as of August 9, 2013:

City requested a range of quotesfrom Marsh USA to potentially expand Umbrella Excess Liability Coverage,
as well asbenchmarks to help conduct a cost benefit analysis. Marsh USA provided a Benchmark Report
provided on January 23, 2012 to compare the City’s current Excess Limits of Liability ($5,000.000) to 89
Public Entity Peers from Marsh’'s data base and developed estimated premiums for increased coverage for the
Receiver's Team and the City to consider. In addition, the City is undergoing an RFP for insurance brokerage
services. The selected brokerage firm will recommend coverages by September of 2013. Those coverages will
be based on the City’s loss experience and the Umbrella Excess Liability Coverage limits will be considered
within the context of the City’s broader insurance program to ensure adequate coverage and control insurance
expenditures.
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Elected Officials

Office of the Mayor
The table below details the projected expenditures for the Office of the Mayor.

Office of the Mayor
Projected Expenditures by Major Category

2012 2013 2014 2015 2016 %
Actual Estimated Projected Projected Projected Change
Salaries & Wages 180,000 250,000 250,000 250,000 250,000 | 389
Social Security 13,770 19,125 19,125 19,125 19,125 389
Travel/Conferences/M emberships 7,334 7,334 7,434 7,542 7,662 45
L ease Purchase 5,000 5,000 5,052 5,108 5,170 34
Other Miscellaneous 5,280 8,180 8,244 8,314 8,393 59.0
Total 211,384 289,639 289,855 290,088 290,351 374

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

Office of the Mayor
Projected Expenditures— Personnel and Non Per sonnel

2012 2013 2014 2015 2016
Actua Estimated Projected Projected Projected
Personnel
Expenditures 193,770 269,125 269,125 269,125 269,125
Non Personnel
Expenditures 17,614 20,514 20,730 20,963 21,226

211,384
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Office of the City Council
The table below details the projected expenditures for the Office of the City Council.

Office of the City Council
Projected Expenditures by Major Category

2013 2014 2015 2016 %
Estimated Projected Projected Projected Change

Salaries & Wages 253,500 259,500 259,500 259,500 259,500 2.4
Temporary 0 0 0 0 0 0.0
Overtime 0 0 0 0 0 0.0
Social Security 19,393 19,852 19,852 19,852 19,852 24
Benefits 0 0 0 0 0 0.0
Legal/Contract Services 63,225 85,225 87,249 89,455 91,965 455
Travel/Conferences

Memberships 7,813 8,313 8,426 8,548 8,685 11.2
Other Miscellaneous 24,405 27,380 27,575 27,786 28,025

368,336

400,270

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

Office of the City Council
Proj ected Expenditures— Personnel and Non Per sonnel

402,602

405,141 |

408,026

2012 2013 2014 2015 2016 %
Actua Estimated Projected Projected Projected Change
Personnel
Expenditures 272,893 279,352 279,352 279,352 279,352 2.4
Non Personnel
Expenditures 95,443 120,918 123,250 125,789 128,675 34.8

368,336
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

400,270

402,602

405,141

408,026
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Office of the Controller
The table below details the projected expenditures for the Office of the Controller.

Office of the City Controller
Projected Expenditures by Major Category

Category 2012 2_013 2914 2_015 2_016 )
Actua Estimated Projected Projected Projected Change

Saaries & Wages 135,744 134,115 139,066 139,066 139,066 2.4
Temporary 0 0 0 0 0 0.0
Overtime 0 0 0 0 0 0.0
Socia Security 10,384 10,260 10,639 10,639 10,639 2.4
Benefits 0 0 0 0 0 0.0
Legal/Contract Services 50,000 50,000 51,322 52,764 54,405 8.8
Other Miscellaneous 11,500 795 806 818 831 -92.8

207,628 195,170 201,833 203,286 204,940
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

Office of the City Controller
Proj ected Expenditures— Personnel and Non Per sonnel

2012 2013 2014 2015 2016 %
Actua Estimated Projected Projected Projected Change
Personnel
Expenditures 146,128 144,375 149,705 149,705 149,705 24
Non Personnel
Expenditures 61,500 50,795 52,128 53,581 55,236 -10.2

207,628 195,170 201,833 203,286 204,940
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected
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Office of the City Treasurer
The table below details the projected expenditures for the Office of the City Treasurer.

Office of the City Treasurer
Projected Expenditures by Major Category

2013 2014 2015 2016
Estimated Projected Projected Projected

Salaries & Wages 399,830 404,919 409,951 409,951 409,951 25
Temporary 0 0 0 0 0 0.0
Overtime 0 0 0 0 0 0.0
Social Security 30,587 30,976 31,361 31,361 31,361 25
Benefits 0 0 0 0 0 0.0
Legal/Contract Services 30,000 30,000 30,000 30,000 30,000 0.0
Software 16,073 17,000 17,232 17,481 17,761 10.5
Maintenance/Service

Contracts 60,000 60,000 60,000 60,000 60,000 0.0
Lease Purchase 41,020 0 0 0 0 -100.0
Disaster Recovery

System 10,400 0 0 0 0 -100.0
Other Miscellaneous 27,400 40,400 41,000 41,648 42,380 54.7
Total 615,310 583,295 589,543 590,441 591,453 -3.9

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

Office of the City Treasurer
Proj ected Expenditures— Personnel and Non Per sonnel

2012 Actual Estimated ‘ Projected Projected Projected
Personnel
Expenditures 430,417 435,895 441,312 441,312 441,312 25
Non Personnel
Expenditures 184,893 147,400 148,232 149,129 150,141 -18.8

I nitiatives

ELO1 Increase communication and collaboration among Mayor,

615,310

583,295
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

589,543

Controller, City Treasurer and Department of Administration

Assessment as of February 6, 2012:

591,453

City Council,

City

To implement the Recovery Plan and monitor the financial situation of the City, increased communication
between the Mayor, City Council, City Controller, City Treasurer and Chief of Staff/Business Administrator
must be implemented. The Finance and Budget Committee Chairperson, Receiver, Mayor, City Controller and
Chief of Staff/Business Administrator shall meet at least monthly to review cash flow, revenues and
expenditures (budgeted to actual) and any related operational issues. The City Treasurer shall attend these
meetings as necessary.
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The Offices of the City Council, Mayor, Controller and Treasurer have not always worked collaboratively. It
isimperative that al elected officials work together to restore the City’ s financial footing. Each office plays a
critical role in the City’s financia recovery. Regardless of the history, the future of the City of Harrisburg
depends on the collaboration between all elected officials to keep the City on a path to financial recovery.

Status as of August 9, 2013:
The Mayor, Business Administrator, and senior executive staff continue to work toward improving
communication between elected officials and City staff.

ELO2 Review progresson financial Recovery Plan implementation monthly and quarterly

Assessment as of February 6, 2012:

To implement the Plan and monitor the financial situation of the City, increased communication between the
Mayor, City Council, City Treasurer, City Controller and Chief of Staff/Business Administrator shall occur.
The City shall convene regular meetings (at least monthly) with the Finance and Budget Committee
Chairperson, Receiver, Mayor, Chief of Staff/Business Administrator and City Controller to review progress
on the Plan, cash flow, revenues and expenditures (budgeted to actual) and any operational issues that may be
impacted.

Additionally, the City shall monitor the implementation of the Plan by conducting quarterly financial reviews.
Once completed by Administration, the quarterly reports shall be reviewed by the Receiver who shall provide
comments on them to the City’s elected officials. This information shall be reported quarterly at City Council
meetings and provided on the City's website so that all residents, businesses and interested parties can track
the progress of the Plan and the City’ s financial situation.

Status as of August 9, 2013:

The Municipal Financial Recovery Advisory Committee, which consists of the Mayor, the President of the
City Council, a representative of Dauphin County, a representative of the Governor, and is chaired by the
Receiver, meets semi-weekly to review the status of the Receiver’s Plan and the financial condition of the City.
The Receiver meets weekly with the Mayor to review priority issues. The City provides regular updates on
plan implementation measures and posts them to its website. The Receiver provides a comprehensive status
report to City officials and Commonwealth Court on a quarterly basis.

ELO3 Amend and pass City ordinances, fees and taxes as outlined in the Recovery Plan

Assessment as of February 6, 2012:

The Plan will require some new and amended ordinances to implement all the provisions contained therein.
The City Council will be critical in making sure this legidlation is implemented in a timely fashion so that the
fiscal impact of these initiatives can be fully realized. The City Clerk and Chief of Staff/Business
Administrator shall meet to plan when items need to be presented to committees and in Legislative sessions of
the City Council. Additional committee and Legidative sessions will need to be scheduled to keep the process
moving expeditiously.

The Office of the Mayor and Chief of Staff/Business Administrator will also be critical in executing the Plan
provisions, including ensuring changes in operations, policies and practices, drafting new ordinances for the
City Council to consider, as well as managing the overall implementation and communicating progress on the
Plan.

Status as of August 9, 2013:
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City Council adopted a 5% Parking Tax increase and 0.8 mill real estate tax increase in the 2012 Budget.
Ordinances containing Residential Parking increases and Parking Meter Rate increases are pending in Council
Committee. In addition, the City contracted with Maximus, Inc. to conduct a fee study in 2012. Where
recommended, the City has pursued increases in City fees and fines to align them with City costs and/or peer
feelevels.
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Department of Administration

The tables below show the Department’s budgeted expenses excluding those for the Bureau of Information
Technology, which are presented in their own chapter.

Department of Administration
Projected Expenditures by Function

2012 2013 2014 2015 2016
Department Actua Projected = Projected | Projected = Projected
Office of Business Administrator 137,076 187,207 187,361 187,526 187,713 36.9
Bureau of Financial Management 382,532 597,291 598,982 599,297 599,660 56.8
Bureau of Human Resources 362,415 372,662 372,853 373,058 373,287 3.0
Operations and Revenue 610,109 688,869 702,215 706,803 711,982 16.7

1,492,131
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

1,846,029 | 1,861,411 | 1,866,684 @ 1,872,643

Department of Administration
Projected Expenditures by Major Category

2013 2014 2015 2016
Projected = Projected | Projected = Projected
Salary & Wages 1,046,828 | 1,220,389 | 1,230,155 | 1,230,155 | 1,230,155 175
Temporary 7,019 7,019 7,019 7,019 7,019 0.0
Overtime 15 15 15 15 15 0.0
Social Security 81,033 93,898 94,645 94,645 94,645 16.8
Legal/Contract Services 55,006 92,101 92,313 92,540 92,791 68.7
Audit 560 84,266 83,789 83,284 82,729 14,673.1
Software 574 550 557 566 575 0.1
Postage 121,379 | 131,100 | 133,914 | 136,967 | 140,424 15.7
Duplicating 17,038 23,000 23,152 23,315 23,496 37.9
Supplies & Expenses 11,507 13,945 9,023 10,837 10,656 7.4
E/I(;aln?rtgénce/Serw ce 84,609 | 115100 | 116,668 | 118,357 | 120,253 421
Minor Capital 0 2,200 2,258 2,322 2,394 100.0
Other Miscellaneous 66,563 62,446 67,903 66,664 67,491 14

1,492,131 1,846,029 @ 1,861,411
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

1,866,684 | 1,872,643
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Department of Administration
Proj ected Expenditures— Personnel and Non-Per sonnel

2012 2013 2014 2015 2016
Actua Projected = Projected | Projected = Projected
Personnel 1,134,895 | 1,321,320 | 1,331,834 | 1,331,834 | 1,331,834

N onpersonnel 357,237 524,708 529,577 534,850 540,809

1,492,131 | 1,846,029 | 1,861,411 1,866,684 | 1,872,643
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

I nitiatives
ADMINO1 Implement quarterly financial reporting and associated review process

Assessment as of February 6, 2012:

The Bureau of Financial Management shall produce quarterly financial reports within 45 days of the end of the
quarter for review by City department and bureau managers as well as the City's elected officials. As
recommended by the Government Financial Officers Association (GFOA), "a government should undertake a
process at least quarterly to ensure the ongoing completeness and accuracy of the financial datait collects. This
process should include appropriate reconciliations to identify needed adjustments, as well as financial analysis
of interim management reports to identify anomalous or incomplete data that may need to be corrected.”"®

The City shall make budget amendments as needed during the second and third quarter financial report
reviews. GFOA recommends, in times of fiscal of distress, that municipalities should "try to avoid formal
adjustments unless the budget reduction is large, likely permanent, and/or in an earmarked source of revenue."®

Rather than specific line item review and approval, the City Council shall have accurate and timely data on the
City’s financial condition - and the opportunity to question and analyze the specifics of that condition -
through the established quarterly financial review process. As noted by GFOA, "usually, controls at a very
low level of the chart of accounts (e.g., line-item level) will cost more to administer and manage than they will
bring in benefits. Instead, consider setting controls for major areas of expenditure like operations and
maintenance of assets or salaries. More detailed controls focused on specific problem areas, like overtime,
might also be helpful "’

The City's quarterly reports, produced by the Bureau of Financial Management, will highlight any variances
through the comparison of budgeted to actual totals. The reports will include specific details on budgeted
versus filled positions and total salary expenditures in each City department and bureau. The quarterly reports
will aso show the prior quarters' revenue and expenditure totals as well as year over year comparisons (e.g.,
first quarter of 2011 as compared with first quarter of 2010). Once completed, the quarterly reports should be
reviewed by the Receiver who shall provide comments and recommendations on them to the City’s elected
officials. If a variation from the adopted plan of greater than 1% has been determined by the Receiver in
accordance with GAAP, the Mayor shall provide the Receiver with reports describing the actual or current
estimates of revenues and expenditures compared to budgeted revenues and expenditures for such period
reflected in its cash flow forecast. Each quarterly report shall indicate any variance between actual or current
estimates and budgeted revenues, expenditures or cash for the period along with any correct actions deemed

5 Government Finance Officers Association (GFOA) Best Practice, Improving the Timeliness of Financial Reports
® Government Finance Officers Association (GFOA), Process for Recovering from Financial Distress
" Government Finance Officers Association (GFOA), Process for Recovering from Financial Distress
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necessary. The report shall also include information on debt service requirements and payments made thereon
during the period.

Status as of August 9, 2013:

The Budget Office has established and implemented procedures beginning with the 2012 Mid-Y ear Fisca
Report to review budgetary performance (revenues and expenditures) on a quarterly basis with all individua
department heads/bureau chiefs prior to the compilation and issuance of aformal Quarterly Fiscal Report. The
Quarterly Fiscal Report is provided to al elected officials within 45 days of each quarter-ended and is made
available on the City's website. The City will continue to document internal review and reporting processes; a
process which is targeted for completion in the third quarter of 2013.

ADMINO2 Develop comprehensive City-wide financial policies

Assessment as of February 6, 2012:
With guidance and support from the Receiver, the City shall establish formal financial policies. These policies
shall address a number of functional areas that shall include, but are not limited to:

Operating budget;

Revenues and expenditures,

Reserves,

Capital improvements,

Grants administration;

Debt management;

Investments; and

Accounting, auditing and financial reporting.

These policies shall be developed in accordance with GFOA best practices. Specific policies that shall be
developed include, but are not limited to:

e Process for Annua Closing of Books - As discussed previously in the Assessment section of this
chapter, the City shall use the 13" month function within Pentamation to keep both the prior and
current year's books open. The 13" month shall be used to complete al outstanding transactions in the
prior year, while alowing the new year's books to open in late December or the first week of January.
Once all transactions from the prior year are completed, the 13" month should be closed. This closure
should occur no later than 90 days after January 1.

e Cash Flow Management and Monitoring - The City shall undertake routine variance analyses to
evaluate budgeted to actual revenue and expenditures, in addition to continuing formal cash flow
analyses to examine income and outflow of cash in the context of the City's ability to meet its
obligations.

e Fund Balance - The City shall establish a fund balance policy that identifies the appropriate size of
unreserved fund balance, the process by which resources are set aside for unreserved fund balance and
the methods by which unreserved fund balance resources may be utilized.

e Process for Departmental Budget Charge Backs - The City shall establish a policy to identify internal
operations that necessitate departmental charge backs (e.g., the Bureau of Information Technology
charging City departments and bureaus for network administration services) and create an interna
service fund structure within the chart of accounts in order to document and monitor chargebacks as
needed.

e Process for Preparation, Coordination and Response to Comprehensive Annual Financial Audits - The
City shall formally establish a policy outlining the necessary preparations for the annual audit, the
roles and responsibilities of City staff in coordinating the completion of the annua audit, and the



process by which the City will respond to any corrective actions outlined in the external audit upon its
completion.

Status as of August 9, 2013:

Staff from the Bureau of Financial Management are currently gathering and updating existing City fisca
policies. The Finance Director has aso acquired Government Finance Officers Association (GFOA) best
practice policies for review and consideration. With assistance from the Receiver’'s Team, the process of
updating financial policiesis expected to be completed in 2014.

ADMINO4 Establish standard position control system

Assessment as of February 6, 2012:

At present, the City's position control tracking tool is the FY2011 budget ordinance. The Department of
Administration and the Office of the City Controller share responsibility for the position control function. The
Office of the City Controller retains the authority to approve pay for only those positions listed in the FY 2011
budget.

A comprehensive, City-wide position control system shall be established - one that is part of the City's
mainframe system (or any replacement for that system) as well as Pentamation. Position control systems are
intended to track approved full and part time positions, funding sources and the amount budgeted for each
position in every City department and bureau. An effective position control function ensures that only
budgeted and approved positions are filled. Assigning each position, rather than employee, a number and then
tracking it allows the City to monitor the history of a position over time.

Position control shall be incorporated into the City's budget documents and financial reporting. The Bureaus of
Financia Management and Human Resources shall then implement a City-wide position control review
process to evaluate and approve all position changes, including changes in wages and classification.

Status as of August 9, 2013:

The Receiver’'s Team provided assistance in developing an Excel based position control tool that can be used
in lieu of Enterprise Resource Planning (ERP) system implementation, which would be costly and outside the
level of resources available. The Excel tool will be tested during the 2014 budget process.

In addition to the initiatives detailed above, it is aso important to note that the Bureau of Financial
Management, with the support of the Office of the Receiver and DCED, has implemented a multi-year plan to
fundamentally improve the Bureau's financial management capacity, address audit backlog, and position the
Bureau to effectively perform its financial monitoring and management responsibilities in the future.

Specifically, the City has reorganized the Bureau to include additional accounting and analytical support.
Concurrently, the City utilized third-party accounting firms to not only address a three year backlog of
financial audits, but to train Bureau staff to conduct future audits and audit preparation in house. As a result,
the City will be caught up on all audit backlogs in 2013 and will take over audit preparation work and audit
responsibilities going forward. The Office of the Receiver and DCED continue to work closely with the
Bureau to enhance staff capacity and further the broader goa of building a robust financial management
function in the City of Harrisburg.
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Bureau of Infor mation Technology

The tables below show the IT Bureau' s budgeted expenditures.

Bureau of Information Technology —
Projected Expenditures by Major Category

2013 2014 2015 2016
Estimated Projected Projected Projected
Selaries & Wages 351,913 413,775 415,184 415,184 415,184 18.0
Temporary 0 0 0 0 0 0.0
Overtime 0 0 0 0 0 0.0
Social Security 26,955 31,762 31,762 31,762 31,762 17.8
Benefits 0 0 0 0 0 0.0
Legal/Contract Services 13,490 26,000 26,074 26,152 26,239 945
Maintenance/Service Contracts 67,637 87,333 88,523 89,804 91,243 34.9
Software 15,077 19,740 20,009 20,299 20,624 36.8
Data Processing 9,925 15,000 15,057 15,117 15,184 53.0
Lease Purchase 1,641 70,000 70,000 70,000 70000 |  4,16438
Other Miscellaneous 22,840 11,787 7,804 7,823 7,844 -65.7

675,397

674,412

676,140

678,080

509,480

Source: City Reported 2012; PEL 2013-2016 Estimated/Projected

Bureau of | nformation Technology
Projected Expenditures— Personnel and Non Per sonnel

PINK] 2014 2015
Estimated Projected Projected Projected Change
Personnel
Expenditures 445,537 446,946 446,946 446,946 18.0
Non Personnel

Expenditures
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509,480

Source: City Reported 2012; PEL 2013-2016 Estimated/Projected

229,860
675,397 |

227,466
674,412

229,195
676,140

231,134
678,080

77.0
331




I nitiatives
ITOL Replacemission critical IT components

Assessment as of February 6, 2012:

The City’'s core switch is the critical infrastructure that alows all of the City’s computing operations to
function, including critical applications (tax administration, utility billing, METRO police system, personnel
and payroll), PCs, servers and all other network devices. The core switch and a portion of ancillary Cisco
switches were out of date and no longer supported by Cisco. In order to prevent system interruptions or
failure, the City utilized grant funding to replace the core switch and ancillary Cisco switchesin late 2011.

The air conditioning in the City Government Center data center failed recently, representing another single
point of failure in the City’'s infrastructure. When the air conditioning failed, the room reached over 98
degrees and could have damaged or caused a complete failure of vital hardware systems housed in the data
center. The City shall repair or replace the temperature monitoring device in the data center to provide an aert
to the Communications Center when the room is approaching a dangerous temperature and/or when thereis an
electrical power outage. This equipment could save significant amounts of money by avoiding additional
overheating events and related damage to multiple systems.

Status as of August 9, 2013:

The Bureau of Information Technology has partially developed an inventory list and replacement schedule,
which will be included in upcoming budget cycles. However, the City has also utilized State grant resources
where available to repair and replace critical IT systems. For example, in 2012, the City utilized
Commonwealth grant funding to replace the air conditioning system in the City’ s mainframe room. Thiswasa
critical replacement and necessary to maintain the operability of the City’s IT systems. The City continues to
seek funding opportunities to replace IT systems as available.

ITO2 Replace outdated per sonal computers

Assessment as of February 6, 2012:

WEell over half of the desktop and laptop computers in the City are more than seven years old, and many are
more than nine years old. This leads to performance issues and equipment breakages, which makes support
difficult and equipment unproductive and costly to maintain. The software on this equipment is old, with
many computers running Microsoft Office 2000 or one of several different versions of Windows Operating
Systems and other outdated software. According to feedback from City staff, users are routinely frustrated
with the speed and reliability of these machines, which are long overdue for replacement.

Dauphin County has a three-year replacement cycle for personal computers (PCs), which is consistent with
industry best practices. The County currently leases their PCs. After they are replaced, they are sent back to
the service provider. The County is willing to consider changing its leasing agreement and investigating a
buy-back option or some other provision that would allow the City of Harrisburg to purchase the PCs for a
very low cost. Preliminary discussions with the County put this estimate at $200 per PC. Although a three-
year replacement cycle is the best practice in PC replacement, thisis not a standard that the City can currently
afford. By purchasing inexpensive, used equipment annually from the County, the City can replace the oldest
PCs that are out of warranty with minimal cost. As additional funds are available, the City could use the
County’s contract and purchase new PCs at alower cost. Thiswould ensure standardization of equipment and
software and improve the efficiency of help desk service. The County may also alow the City to purchase
software through the County at a reduced rate through a volume licensing agreement it has established with
Microsoft.
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The cost of this initiative is $20,000 per year based on replacing 100 PCs annually in 2012, 2013 and 2014.
This cost does not include software. The total cost to the City is anticipated to be $60,000 over the next three
years.

Status as of August 9, 2013:

The Bureau has developed an inventory of personal computers that includes life cycle and replacement
priority. The replacement schedule has been developed and incorporated into the budget development process
and computers will be replaced as budget constraints allow. In 2013, the City is scheduled to replace 39
outdated personal computers, which will fundamentally improve the productivity of City personnel and
operating programs.

ITOS Conduct a needs assessment for an Enter prise Resour ce Planning system

Assessment as of February 6, 2012:

The City shall hire a consultant with expertise in evaluating and implementing government Enterprise
Resource Planning (ERP) systems to assess the current Sungard Pentamation ERP system and the major
mainframe applications. Part of this project shall also include a needs assessment based on input from all City
departments, as well as THA. One of the magor deliverables would be a detailed study, including specific
recommendations as to how the City would either replace or enhance the Sungard Pentamation system and
major mainframe applications with an emphasis toward process improvement and enhanced service delivery
for al City services.

The consultant shall also explore a shared services model with the County or another government entity similar
to the arrangement that Allegheny County and the City of Pittsburgh have in place.  This could offer
substantial cost savings for the City. Dauphin County uses the GEMS ERP system and Microsoft Dynamics
for some functions. Based on initia discussions with Dauphin County, there are reservations on the part of
County staff to enter into shared services with Harrisburg. Therefore, these issues would have to be explored
thoroughly before implementation. The IT requirements of the City’s authorities shall also be explored as part
of this process.

While the City’ s mainframe applications perform well and offer outstanding reliability, it is certainly not a best
practice solution for cities the size and complexity of Harrisburg. It will take time to convert or replace
mainframe applications with server-based systems and to move all essential applications off the mainframeto a
server-based platform or cloud-hosted environment. While the City’s IT mainframe support is good, a server-
based environment would make it easier to find skilled IT workers and provide a much improved end user
experience.

Status as of August 9, 2013:

The Bureau of Information Technology is seeking Commonwealth ACT 47 grant funding opportunities to hire
a consultant to undertake a needs assessment. The City’s Grants Manager has been assigned to the task of
writing the Grant request. The initiative ison hold until funding can be identified.

ITO6 Complete a needs assessment and audit of existing phone system and components

Assessment as of February 6, 2012:

The City’s NORTEL phone system uses technology that is more than 20 years old. While some parts of it
have been replaced, some parts of it are nearly 30 years old. Any failure of the phone system could result in
prolonged outages, which would affect all City functions, including public safety. IT recently assumed
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responsibility for the system from the Operations and Revenue Bureau and discovered that no maintenance
contract exists for the telephone system.

The City shall hire a consultant to perform a needs assessment and audit of existing phone lines used at City
facilities. The consultant shall be contracted to:

1. Analyze existing telephone bills and reconcile them with the actual lines installed at City facilities.
Thiswill likely reduce the City’ s phone bills since unused lines can be removed and any over charges
by Verizon can be identified. The consultant shall also identify changes in the types of lines used at
the City and possibly replace traditional trunk lines with flat-rate Primary Rate Interface (PRI) lines
which offer considerable savings.

2. Conduct a needs assessment and explore other cost saving opportunities.

3. Write the specifications for an RFP that would include the purchase of a new phone and voice mail
system that shall cover all City facilities and staff.

4. Develop aneeds summary so that any future phone system purchases shall address user needs.

This initiative has a one-time cost, and the City could see some cost savings if the audit of phone lines
identifies some that can be eliminated or are being hilled to the City erroneously.

Status as of August 9, 2013:

The Bureau is seeking Commonwealth grant funding to offset the cost of implementation. Parts can still be
located for the existing phone system when issues arise; as a result, implementation of this item is not critical
when compared to other initiatives and is therefore being deferred until funding can be obtained.

ITO7 Pursuelong-term strategic I T initiatives

Assessment as of February 6, 2012:

There are several technological improvements that have the potential to greatly improve the City's IT
infrastructure and service delivery. Due to the time and expense required to effectively implement these
improvements, they are not recommended as initiatives for this Recovery Plan. Asthe City'sfiscal condition
improves, these items shall be evaluated for implementation.

Voice Over Internet Protocol (VOIP)

One area the City shall consider after having an assessment of telecommunications needs by a consultant is to
prepare for a VOIP telephone system replacement. In preparation for this future transfer, the City shall be
proactive with all future wiring. Any new cable drops shall be Cat 6e which will provide the reliability and
bandwidth to accommodate future growth.

Other Departmental Needs

A number of other departmental needs were noted by the Receiver and shall be explored by the IT Bureau.
Geographic information services (GIS) at the City have been virtually nonexistent after the last dedicated GIS
employee left the City in 2005. Since then, a private engineering firm has been providing limited assistance.
Thereis a need for GIS services to help departments and bureaus better manage and access information to do
their jobs. This was mentioned as a need by three separate bureaus. For GIS to be an effective management
tool, in-house capacity shall be developed and work shall be completed to bring layers up to date and add new
layers. Additionally, upgrades in the parking ticket handheld devices, mobile data computers in fire vehicles
and training for all City staff were mentioned as needs. There is aso a need for connectivity between each
offsite office.

Status as of August 9, 2013:
Asthe City’ s financial condition improves, these initiatives will be considered for funding.
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Law Bureau

The tables below show the Bureau' s projected expenditures.

Bureau of Law
Projected Expenditures by Major Category

2012 PINK] 2014 2015 2016

Actua Estimated Projected Projected Projected
Salaries & Wages 129,865 253,370 253,370 253,370 253,370 95.1
Temporary 0 0 0 0 0 0.0
Overtime 0 0 0 0 0 0.0
Socia Security 9,935 19,383 19,383 19,383 19,383 95.1
Benefits 0 0 0 0 0 0.0
Legal/Contract
Services 349,424 400,000 410,577 422,109 435,237 24.6
Subscriptions 17,738 35,000 35,000 35,000 35,000 97.3
Other Miscellaneous 2,577 5,450 5,482 5,516 5,555 115.6
Total 509,539 713,203 723,811 735,378 748,544 46.9

Source: City Reported 2012; 2013 — 2016 PEL Estimated/Projected

Bureau of Law
Proj ected Expenditures— Personnel and Non Per sonnel

2012 2013 ‘ 2014 2015 2016
Actua Estimated Projected Projected Projected
Personnel
Expenditures 139,800 272,753 272,753 272,753 272,753 95.1
Non Personnel
Expenditures 369,739 440,450 451,059 462,625 475,791 28.7

509,539

713,203

723,811

735,378

Source: City Reported 2012; 2013 — 2016 PEL Estimated/Projected
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I nitiatives
LAWO2 Increase the number of staff attorneysfrom onetothree

Assessment as of February 6, 2012:

The City shall hire two additional staff attorneys, each with skill sets to handle the most frequently experienced
cases. The City shall fill the currently budgeted but vacant Attorney position. This will have no additional
impact on the General Fund. The City shall also shift $75,000 per year from funds budgeted for outside legal
counsel to employee expenditures to cover the costs of an additional Assistant Solicitor. There is no budget
impact. This will aso leave approximately $110,000 for outside counsel as indicated in Initiative LAWO1
“Use professional assistance for labor relations activities.”

A Deputy Solicitor position has been included in the Mayor’s 2012 Proposed Budget.

Status as of August 9, 2013:
A Deputy City Salicitor was hired and started in September 2012. The Office of the Receiver authorized the
filling of the position of Assistant City Solicitor in March 2013, an offer of employment was extended on June

13 with a start date of July 15.
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Bureau of Police

The tables below show the Police Bureau' s projected expenditures.

Department

2012 Actual

Bureau of Police
Projected Expenditures by Function

2013Estimated

15,976,154

17,124,740

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

17,493,055

Bureau of Police
Projected Expenditures by Major Category

17,894,039

Parking Enforcement 0 0 0 0 0 0.0
Office of the Police

Chief 15,976,154 17,124,740 17,493,055 17,894,039 17,929,300 12.2
Uniformed Patrol 0 0 0 0 0 0.0
Technical Services 0 0 0 0 0 0.0
Crimina

Investigation

17,929,300

2013 2014 2015 2016 %
Category 2012 Actual Estimated Projected Projected Projected Growth
Salaries &
Wages 11,073,730 12,300,160 12,657,238 13,025,028 13,025,028 17.6
Salaries/Wage-
Extra Duty 483,620 450,000 463,500 477,405 491,727 1.7
Temporary 0 0 0 0 0 0.0
Overtime 376,875 325,000 325,000 325,000 325,000 -13.8
Sick Leave Buy
Back 0 13,208 2,000 2,000 2,000 0.0
Severance Pay 38,910 350,623 350,623 350,623 350,623 801.1
Social Security 216,978 315,211 323,640 332,593 341,814 57.5
Clothing
Allowance/
Maintenance 79,324 151,125 151,125 151,125 151,125 90.5
Loss Time &
Medica 626,474 475,000 475,000 475,000 475,000 -24.2
Police Pension
Plan 2,524,734 2,146,827 2,146,827 2,146,827 2,146,827 -15.0
College Credits 8,800 8,800 8,842 8,886 8,935 15
Benefits 1,938 2,000 2,132 2,282 2,459 26.9
Legal/Contract
Services 85,299 84,500 85,651 86,891 88,283 3.5
Maintenance
Service
Contracts 27,095 10,500 10,643 10,797 10,970 -59.5
Telephone 47,981 50,000 49,575 49,127 48,636 1.4
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2013 2014 2015 2016

Category 2012 Actual Estimated Projected Projected Projected

Auto Deductible 6,784 10,000 10,227 10,473 10,752 58.5
Police Prof

Premium 211,315 280,000 286,346 293,240 301,057 42.5
Police Prof

Deductible 49,886 30,000 30,680 31,419 32,256 -35.3
Other

Miscellaneous 116,412 121,786 114,007 115,324 116,807 0.3

15,976,154 17,124,740 17,493,055 17,894,039 17,929,300
Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

Bureau of Police
Proj ected Expenditures— Personnel and Non Per sonnel

2013 2014 2015 2016 %
Category 2012 Actual Estimated Projected Projected Projected Growth
Personnel
Expenditures 15,431,382 16,537,954 16,905,926 17,296,768 17,320,538 12.2
Non Personnel
Expenditures 544,771 586,786 587,129 597,271 608,762 11.7
Tota 15,976,154 17,124,740 17,493,055 17,894,039 17,929,300 12.2

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

I nitiatives
POL02 Implement a vehicle replacement policy

Assessment as of February 6, 2012:

As described earlier in this chapter, the Bureau does not currently have a vehicle replacement plan. The entire
Uniformed Patrol and Criminal Investigation Division fleet was purchased in 2008, and Bureau staff reports
that the 2008 vehicles have experienced numerous electrical issues attributable to wiring deficiencies.

Police vehicles are subjected to unusually hard use; they often run 24 hours a day, stay idle for lengthy periods
and are operated by multiple drivers. Typicaly, after approximately 75,000 miles, maintenance costs and out
of service time begin to outweigh the replacement cost. Most importantly, it is indisputable that vehicles are
essential tools; the job cannot be done without them.

If the City chose to follow its previous pattern and replace the bulk of the fleet at one time, it would face a
potential obligation in excess of $1,740,000.% Rather, the City shall establish lifecycle guidelines for both
marked and unmarked vehicles. Since unmarked staff or investigative vehicles are typically used less and by
fewer operators, they have a longer useful lifespan. Older vehicles would be moved into other assignments,
such as administrative units or Parking Enforcement, where some 1990 and 1992 vehicles are still in service.

There are currently 41 vehicles assigned to the Uniformed Patrol Division and Special Services Section.
Twenty-three vehicles are assigned to the Criminal Investigation Division, and an additional five are assigned

8 Based on estimated cost of $33,468 for a fully equipped vehicle, based on a standard police vehicle: Ford Crown Victoriawith aPA System, siren control
box, siren, console, prisoner security screen, push bumper, light bar, shotgun mount, first aid kit, fire extinguisher, measuring tape, leg irong/restraint belt,
evidence processing kit, slim jim (door opening tool), and trunk equipment box.

53




to other units, excluding Parking Enforcement.® The purchase of four marked vehicles per year would replace
the patrol fleet within 10 years. Thisis not an optimum replacement cycle, but a significant improvement over
the current practice and one which recognizes the City’s financial limitations — at a cost of approximately
$133,872 per year. The purchase of two (unmarked) vehicles for the Criminal Investigation Division and staff
units would replace those units' vehicles within approximately 14 years at an annual cost of $66,936. Again,
thisis not an optimal replacement cycle, but an improvement over the current practice.

In the City's particular situation, leasing of vehicles for the Police Bureau will not be cost effective. The
replacement cycles proposed in the preceding paragraph (ten years for marked patrol vehicles and 14 years for
unmarked investigative vehicles), while sensitive to the City's current fiscal constraints, are beyond optimal
lifecycles for police vehicles and well beyond traditional vehicle leasing periods. The unusual wear and tear on
police vehicles, and the increased likelihood of vehicle loss due to mechanical failure or accident, resultsin an
usually high risk of lease payment obligations that may outlive the vehicles. Additionally, the extended
warranties purchased for many vehicles are set to expire.

Asiillustrated in the financial impact table shown below, the estimated annual vehicle replacement cost would
be $200,808. The total expense over a five year period would be $1,004,040, compared with the one-time
replacement cost of $2,275,824 for the same number of vehicles, not including the associated debt service, as
well as the repair expense and additional out of service time prevented by more timely replacement of vehicles.

Status as of August 9, 2013:

With the assistance of Receiver’s Team, a fleet assessment was completed which identified 20 surplus vehicles
for elimination from the City’ s fleet and offered recommendations to reorganize the fleet maintenance function
to add management and proactive fleet usage analysis capacity. The City has begun implementing the
recommended fleet reductions and reorganization.

POLO3 Review and revise stipend for newly promoted investigator s

Assessment as of February 6, 2012:

Currently, a police officer assigned to the Crimina Investigation Division receives a salary increase of 5%
immediately upon assignment. Although there is a considerable degree of raw talent necessary for a police
officer to be a good investigator and assignments to investigative positions are often largely based on past
performance, there is a learning curve and extensive training involved before an officer truly becomes
acclimated to the position.

While it is important to reward the specia skills involved in receiving this designation and to provide an
incentive for talented officers to seek the position, the stipend shall be deferred, and salary steps shall be
awarded instead. The City shall implement the step at 1% each year for the first five years of service as an
investigator.

Status as of August 9, 2013:
This initiative is on hold pending the outcome of the negotiations between the City’ s outside legal counsel and
the Receiver’s Team with the FOP.

POLQ9 Appoint a Civilian Manager for the Parking Enfor cement Office

Assessment as of February 6, 2012:

9 Totals do not include specialty vehicles such as motorcycles, Animal Control vehicles, and forensic vehicles, and assume recycling of front line vehicles
to units currently using older models.
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In addition to improving traffic safety by ensuring compliance with parking regulations, Parking Enforcement
Officers generate significant revenue for the City. The City shall fill the vacant position of Manager of the
Parking Enforcement Office. The intricacies of the Parking Enforcement Office — including assignment and
scheduling of personnel, maintenance of equipment, liaison with vendors and processing of tickets — warrant
the attention of a civilian supervisor who can streamline the operation and consequently enhance the revenue
received by the City.

The former incumbent in this position was paid $58,000 annually (not inclusive of fringe benefit costs to the
City); for the purposes of the financial impact analysis shown below, the estimated cost to the City of starting
salary and associated benefits for a new employee in this position is $61,800 per year. It is anticipated that this
expense would be offset by enhanced revenue derived from operational efficiencies outlined in Initiative
POL 11 “Increase operationa efficiency in Parking Enforcement Office;" however, such offsetting revenue is
not reflected in the financial impact analysis table below.

The Mayor’s 2012 Proposed Budget did not include funds for this position. The Bureau has assigned this
function to an existing Lieutenant as an additional duty at thistime. Results should be monitored and assessed
in 9 months to determine the appropriate course of action.

Status as of August 9, 2013:
The Receiver's Team continues to pursue opportunities for asset monetization relating to the City’s parking
facilities. The addition of this position is on hold until the monetization process has been resolved.

POL11 Increase operational efficiency in Parking Enforcement Office

Assessment as of February 6, 2012:
By implementing Initiatives POL09 and POL10, the Parking Enforcement Office will be well-equipped to
increase enforcement activities, resulting in increased parking ticket revenue for the City.

At present, it is estimated that the average Parking Enforcement Officer issues approximately 149 parking
tickets per week. Based on historic ticket revenue, it is estimated that an increase of five parking tickets per
Parking Enforcement Officer per week (at the current rate of $15 per ticket) will yield approximately $120,120
per year in additional revenue for years 2012-2015. This revenue may be used, in part, to offset the expenses
associated with hiring a new manager for the Parking Enforcement Office and upgrading the Office's
electronic parking ticketing devices.

Status as of August 9, 2013:

Managers emphasize the importance of productivity with enforcement personnel and ticket count, and
time/location reports are reviewed daily by managers. Currently, there are four vacant enforcement officer
positions, pending resolution of the parking asset monetization process. Implementation of thisinitiative is on
hold until the monetization processis resolved.

POL12 Implement a new schedule for Parking Enforcement Officers

Assessment as of February 6, 2012:

With the implementation of new, later parking meter hours, discussed in the Initiatives section of the
Harrisburg Parking Authority chapter of this report, there is a need for the Parking Enforcement Officers to
alter their working hours.
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At present, the Officers work staggered schedules, spanning the hours of 6:30 am. to 5 p.m. The Office shall
implement a new shift system to ensure enforcement of on-street meters through 10 p.m. on weekdays and
from 8 am.-10 p.m. on Saturdays.

An illustrative example is a first shift of 6:30 am. - 2:30 p.m. and a second shift of 2:30 p.m. — 10 p.m. on
weekdays, followed by a similar two shift arrangement on Saturday. The specifics of the new shift system may
be determined at the discretion of the Chief of Police, the Captain of the Technical Services Division, and the
Manager of the Parking Enforcement Office, with guidance and support from the Receiver. The new system
must be designed to avoid incurring overtime charges routinely.

Status as of August 9, 2013:

City staff has submitted legidation for City Council consideration that revises parking meter enforcement
hours, which is the first critical step to meet the objective of the initiative. The proposed legislation has been
in the Budget and Finance Committee since January 20, 2012.

POL13 Increase current parking ticket fees

Assessment as of February 6, 2012:

At present, standard parking tickets carry a $15 fee, which increases to $25 if not paid within 96 hours of
issuance. Parking tickets issued for parking in handicap-designated spaces without a handicapped driver
designation, as well astickets issued for parking in front of afire hydrant, carry a $50 fee.

To encourage greater compliance with posted parking regulations, including street signage as well as on-street
parking meters, the City shall increase parking ticket fees as follows:

Standard Parking Ticket: $30

Standard Parking Ticket, if not paid within 5 business days. $50
Standard Parking Ticket, if not paid within 10 business days. $100
Handicap-Designated or Hydrant Parking Ticket: $100

These proposed fee changes shall be evaluated against the City-wide fee study once it is completed, and, based
on the results of that evaluation, shall be modified as needed at the direction of the Receiver.

Based on historic totals of parking tickets issued, as well as historic parking ticket revenue, it is estimated that
the revised parking ticket fees proposed above will generate approximately $1,508,437 per year from 2012-
2015.

Status as of August 9, 2013:

City staff has submitted legidation for City Council consideration that includes the recommended fee
increases. The proposed legidation has been in the Budget and Finance Committee since January 20, 2012;
however, the legidation is on hold pending the resolution of the parking asset monetization process.
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Bureau of Fire

The tables below show the Bureau' s projected expenditures.

Bureau of Fire
Projected Expenditures by Major Category

8,065,619

8,411,253

8,533,383

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

2012 Actual

Personnel
Expenditures

7,834,416

Bureau of Fire
Projected Expenditures— Personnel and Non Per sonnel

2013

Estimated

8,257,503

2014
Projected

8,417,444

8,724,768

2015
Projected

8,582,537

2012 2013 2014 2015 2016
Actual Estimated Projected Projected Projected

Salaries & Wages 4,242 455 5,285,954 5,440,198 5,599,069 5,762,706 35.8
Overtime 2,719,249 2,000,000 2,000,000 2,000,000 2,000,000 -265
Sick Leave Buy Back 114,937 110,000 110,000 110,000 110,000 -4.3
Medicare 108,669 107,241 109,478 111,781 114,154 5.0
Severance Pay 315,308 315,308 315,308 315,308 315,308 0.0
Clothing Allowance 252,538 325,000 325,000 325,000 325,000 28.7
Clothing Maintenance

Allowance 38,982 55,000 55,000 55,000 55,000 41.1
LossTime & Med 1,499 1,499 1,499 1,499 1,499 0.0
Benefits 40,779 57,500 60,961 64,879 69,520 705
Utilities 61,200 61,200 58,913 56,692 54,456 -11.0
Vehicular Equipment 130 1,000 1,026 1,055 1,088 734.2
Wearing Apparel 0 0 0 0 0 0.0
Lease Purchase 63,542 28,000 0 28,000 0 -100.0
Other Miscellaneous 106,331 63,550 56,485 57,031 -46.4

8,865,762

2016
Projected

8,753,187

Growth

Non Personnel
Expenditures

8,065,619

Source: City Reported 2012 Actual; 2013 — 2016 PEL Estimated/Projected

231,203

153,750

8,411,253

115,939
8,533,383

142,232
8,724,768

112,575
8,865,762
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I nitiatives
FIREOL Change current shift schedule

Assessment as of February 6, 2012:

The Bureau currently operates under a four platoon system, in which each platoon works the following cycle:
two 8.5 hour days on, two 15.5 hour nights on, followed by four days off. This cycle resultsin an average work
week duration of 42 hours. Under this system, each platoon works 2,190 hours annually. After adjusting this
annual total to reflect vacation leave allowances, average sick leave usage, and average 10D leave usage, each
firefighter is on duty for approximately 1,780 hours per year (based on 2010 leave records). This results in a
staffing factor (i.e., the number of employees needed to fill one position 24 hours a day, 365 days a year) of
4.92 for fire suppression staff.

The current Bureau staffing level, approved by the City Council in the City's 2011 Adopted Budget, establishes
(but does not fully fund) atota staff of 82 employees. Thisincludes two management positions (Chief; Deputy
Chief), one Fire Inspector position and one Public Education Officer position; the remainder of Bureau
employees are assigned to one of four operations platoons. Each platoon is staffed by one Battalion Chief, one
Captain, and two Lieutenants; the remaining positions consist of Firefighters and Firefighter/Driver Operators.
The Council-adopted budget allows for staffing platoons at a total strength of 19. Given the current structure,
staffing levels, and leave patterns it is impossible to meet the minimum staffing level without the use of
overtimeon adaily basis.

The Bureau has a minimum daily staffing level of 17, which is reasonable and appropriate based upon the total
call volume for the community and the hazards of fire response within the City's built environment. Based on
the current staffing factor, the Bureau did not have adequate staffing to operate under its current shift schedule
in 2010 without significant overtime expenditures. Under the Bureau's current shift schedule, the staffing
factor indicates that the fire suppression workforce should total 84 firefighters. This total does not include the
Bureau's two management positions (i.e.,, Chief and Deputy Chief), fire prevention positions (currently
budgeted at 2.0 FTE), or the Bureau's Administrative Assistant position. Therefore, assuming that the current
collective bargaining agreement remains unchanged, total suppression staffing for the Fire Bureau should be
increased to 84 firefighters. Thiswould result in a net increase of 6.0 FTE firefighter positions.

A change in the current shift schedule will alow the Bureau to address its historic staffing shorta