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WHAT'S COVERED IN
THE CITIZENS' GUIDE

The Citizens' Guide is intended to give a shorl. non-technical introduction to
the Philadelphia budget process, and serve as a directory o the cily budgel
documents. Qur aim is to help citizens to become better informed so that they
can knowlcdgeably and confidently participate in the budget process.

Budgets are documents that conform to technical legal and accounting
standards. In addition, the writing and designing of budgets is the work of
finance specialists. who tend to use a technical vocabulary, To help overcome
the semantic barriers to a general reader's understanding of the budget, the
Citizens' Guide defines the most important terms and concepts that are used.
The Citizens' Guide also explains the format of the budget. how to read the
summaries and detail sheets, and where to find information. Terms defined in
the glossary appear in italics in the text.

After that, the whole inches-thick set of three ordinances and lour volumes of
information will become less of a mystery, and more of a . . . challenge.

Citizen's Guide to the Philadelphia Budget o 1



CONTENTS

What's in the Philadelphia city budget

What arc budgets? 5
What city services and [unctions arc included in the budget 6
What the city budget docs not include 6

Basics of Philadctphia budgeling
What is the fiscal year? 7
Why are there (wo city budgets? 7
The yearly time frame for budget consideration 8
Public hearings--when can the public hear and be heard? 8

Enactment and amendment 9
Rolc of PICA 9
The income side—what are the main sources of revenue? 10
The oulgo side--how is it divided up 12
Operating budget funds '
Budget decisions—-General Fund 16
Budget decisions--Enierprise funds 18
Budget Decisions--Grant funds ‘ 18
Contingent grant lunds 18
Mandatory and discretionary expenditures 18
Why's and whercforc's of borrowing
Borrowing for the Operating Budgetl: Short-lerm borrowing 19
Borrowing for (he Capilal Budget: Long-term borrowing v
Constitutional debt limit 20
Where Lo [ind budget information
Proposed Operating Budget 21
Supporting Detail for the Proposed Operating Budget 21
Proposed Capital Program and Capital Budget 21
What 1o look for and where to find it 23
Explanation of main budget schedules
Summary of the Operating Budget 24
Departmental summary by fund (Supporting Detail) 26
Division Summary (Supporling Detail) 28
Summary of fiscal trends 30
Glossary 39
Tables
1. Philadelphia cily governmenl laxes 11
2. General Fund spending. by objects of expense 13
3. Funds used in the Phifadelphia operating budget 15
4. Fanctions included in the General Fund 17
Figures
1. General Fund revenues and expenditures 30
2. General Fund year-end balance 3l
3. General Fund revenue elemenis 32
4, Geoernl Fund expenditure elements 33
5. Operating budget expenditures by fund type 34
6. General Fund expenditurcs comulative percent change 35
7. Philadelphia vs. Sclected Cilics 36
8. City General Fund Qbligations, by Class 37

Citizen's Guide to the Philadelphia Budget



WHY THE BUDGET IS As citizens and taxpayers, we have (he right to participate in decisions

YOUR BUSINESS about how city dollars are spent. The Philadelphia budget is the city's legal
spending plan for our tax dollars. The budget indicates a set of priorities
for spending. It is important that citizens understand what those priorities
are, and to inform their elected officials if they agree or disagree. The
budget process in Philadelphia gives citizens an opportunity to be present
at all hearings on the budget, and 1o lestily before the Cily Council
themselves. A belter undersianding of the budgel allows the citizen to ask
relevant questions and provide meaningful input into the process.
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WHAT'S IN THE PHILADELPHI
CITY BUDGET

Budgets are financial plans. A budget shows both the amount of money
that may be spent and the sources of funding to pay for proposed spending.
Philadelphia's budgeis are legal documents, enacied as local law by aclion
of the City Council and the Mayor. The legal document of the Operating
Budget is fairly short--an ordinance that comprises about 45 pages of the
City Council Appendix to ihe Journal (contains Lhe full text of some
legislation, and documents thal are supplementary 1o legislation). The
Capital Budget is some 70 pages, and the Capital Program is 200 pages.

As required by 1991 legislation (discussed later), the cily also prepares a
five-year financial plan. This document has over 300 pages.

For informational purposes only, the city also provides three thick volumes
of information, one an overview of the budget with detail on revenues, and
two for expenditures. (A stack of the volumes measures 4 and 1/2 inches,
and weighs in at over 10 pounds.) Using these volumes, the reader can
trace personnel costs from the smailest level of detail--pay for individual
positions--up through the cost of labor for an entire division, department,
and finaily, city-wide.

What are budgets?

The budget documents also show the reader spending by governmental unit
(e.g., the Streets Department) and by type of expense (e.g., Personal
Services). The budget also permits the reader to compare three year's
worth of financial data--last year's acluals, this year's estimales, and the
request for the next year. PEL considers the Philadelphia budget detail to
.be admirably systematic and in many ways supcrior to the budgcts of other
large municipalities because the presentation is 5o much more complete.

By studying the budget documents in detail, readers can judge for
themselves how the pieces of the pie have been divided. Priorities and how
they have changed over time can be traced by dollar and labor force share.
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What city services and The m?in brancl?cs of the city gmg:n}m_ent are the lc{:igfsla'ti'vc (City .
nctions are included in the Council), execulive (Mayor and a 1}111USUaUOn), and judicial (Municipal
'gu doet? and Common Pleas Courts). The city budget tells how much each may
uaget: spend.

Philadelphia has a mayor-council form of government. The voters elect
the Mayor and the 17 members of the legislative body, the City Council.
The executive branch is headed by the Mayor, who appoints four principal
cabinel members: the managing director, director of finance, city
representative. and city solicilor, In turn, they appoint the heads of 14
departments. Scveral city agencics are headed by boards or commissions.
An example is the Fairmount Park Commission. A number of other offices
are headed by persons directly elected by the voters. Examples are the City
Controller and the Sheriff. In addition, local courts and related agencies,
-while technically part of the state government, are included in the city
budget. In all. there are some 55 different agencies in the Philadelphia city
budget.

. Philadeiphia has two major government units with taxing power: the City
What the city budget does and the School District. They have separate budgets. Some governmental
not include funciions are also performed by awthorities, such as the Parking Authoriiy,
Housing Authority, and Redevelopment Authority, Like the School
District, Philadelphia's authorities adopt their own budgets. Authority
budgets, however, do not include tax revenues, since aulhorities do not
have taxing power. Authoritics may also be involved in financing some
city construction projects, as discussed Iater in the section on debt limits.
(Information on the finances of the school district and some of the
authorities is included in the city's financial report, which comes out about
six months afier the ¢nd of the city fiscal year.)
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BASICS OF PHILADELPHIA
BUDGETING

. Philadelphia's fiscal vear starts on July 1 and ends June 30. The charter
. 9 R
What is the fiscal year! requircs Philadelphia to enact its budgets for the next year 30 days before
the end of the current fiscal year.

Why are there two city Philadelphia has two budgel.s, the (?perating budget and the capital budget.

budgets? The segregation of information satisfies a sensible charier requirement to
separately lay out what will be consumed in a short period of time
(opcrations). and what will be a more long-term investment (capital),

The capital budget covers spending for purchases of land and major
construction items with useful life of more than five years. The capital
budget is supplemenied by a capital program which shows projects
planned for the next six years,

In the capital budget. bond issues may be used to pay for proposed projects,
as long as Philadelphia does not exceed its debt /imir (see "Why's and
wherefore's of borrowing"). 1n addition 1o city funds, part of (he cost of
capital projects may be paid from grants from other governments.

The operating budget covers the ongoing spending needs of city
government. purchascs of cquipment and construction with lifc of less than

five years. and the interest and principal on debt used to finance the capital
budget.

The operating budget must be balanced, that is, estimated revenue musi

match proposed outgo. Borrowing is not permitled to balance the budget.
(Sce "Why's and whercfore's of borrowing.")

The cily also has a five-year financial plan. This is mandated by 1991
legislation establishing the Pennsylvania Intergovernmental Cooperation
Authority (PICA). The city must submit a new financial plan to PICA 100
days before the start of the fiscal year. PICA then has 20 days to approve
or disapprove the plan
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: Under the charter’s timetable, the Mayor presents the proposed budgets 90
The yearly time frame for days before the end of the fiscal year or by the end of March. But the new
PICA rcquircments have accelerated the timetable. In order that the Mayvor
can submil an approved budgel and plan 10 PICA 100 days before the end
of the fiscal year (March 23), the Mayor must present the proposed budget
and plan to Council in the latter part of January. For example, the Mayor
presented the proposed FY94 budget to Council on January 21, 1993,

budget consideration

City Council considers the budget, meeting as a Committee of the Whole.
The Committee of the Whole has about seven weeks to consider the
budgets before it must place the budget bills on "first reading” on the
Council "calendar." The voting process provides that bills are (o be read
aloud, in order 10 alert the public, and the Council members, that
legislation has been placed on the legislative agenda, called the calendar.
The Chiel Clerk of Council reads the bills at two separale sessions of
Council. The Council President verbally acknowledges each bill and
agrecs to its placement on the calendar.

Usually amendments to bills are made in committec prior to placement on
first reading, because time does not permit amendment to take place during
Council session. According Lo the Charter, all bills must "lay over" for five
days before final passage, in order to avoid overly hasty enactment. I
amendments are to be considered, they must be made in time (o provide the
five-day layover period before "second reading." "Second reading” and
"final passage" of the budget bills is required by the end of May, usually
occurring at the last regular Thursday Council session in May (at least 30
days before the start of the new fiscal year on July 1).

About two wecks after the Mayor has presented the proposed budget, the

\ . City Council. sitting as thc Committce of the Wholc, begins public

Public hearings--When can hearings. The term "public hearing" refers to the long-standing practice of

the public hear and be ensuring citizens the right to "hear" and "be heard" on pending legislation.

heard? A hearing is a tricd and truc, if not fool-proof, method of preventing
secrecy in the decision-making process, along with the requirement that all
meeting of Council be open to the public

Hearings are held in the City Council Chamber in City Hall (room 400).
The public must be given five days' notice of hearings--advertisements
musi be placed in the major newspapers. The hearings begin with
testimony from administrative departments. and extend throughout the
month on a schedule that can be obtained from Council. The Director of
Finance and heads of city depariments appear to explain their budgets and
answer questions of the members of Council. The gencral public may
attend the presentations by city agencies, but may not ask questions. The
public has an opportunily o present views on lhe budgel al times which are
scheduled throughout the public hearing period. A telephone call to the
office of the Council President (215) 686-3424 will enable interested
cilizens to reserve a place on the schedule for public testimony,
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Enactment and amendment A majority vote of Council is nceded for cnactment of budgets.

Once a budget bill has been passed by Council, the Mayor has three
choices: sign the budget bill as passed, veto the wholce bill, or veto or
reduce any ilem. Council may over-ride a velo by a two-thirds voie. In
this case, the bill passes, and becomes a legally binding ordinance without
the Mayor's approval

Once passed. the operating budget cannot be increased excepl in
emergencies (even if more income becomes available than originally
estimated). However, amounts appropriated in the budget may be moved
around (for example, from one department to another), by amendments to
the budget ordinance, known as "transfer ordinances.” Each transfer
ordinance requires a full legislative hearing process,

‘ State legislation established the Pennsylvania Intergovernmental
Role of PICA Cooperation Authority (PICA) in 1991. The five members of PICA's board
are appointed by state officials. In accordance with the act, PICA and the
City entered into an intergovernmental cooperation agreement, and the city
developed and submittced a five-year plan to PICA for approval. The PICA
act provides for the issuance by PICA, at the request of the city. of bonds
for deficit reduction and to finance a limited range of capital projects.

PICA has the task of approving the city's financial plan. and then
monitoring compliance with the plan. The city must provide quarterly
finance reports; if PICA finds a deviation of more than one percent from
the plan, the city must provide monthly financial rcports.
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. . The Mayor's cstimatcs of income for the operating budget arc legally
The income side—-What are binding on City Council. and cannot be changed by them legislatively.
the main sources of The city oblains income for the operating budget from three main sources:
revenue? (1) taxes; (2) payments from other governments; and (3) local fees,
charges, and other non-tax revenues (scc discussion of firds below).

In mosi budget seasons, City Council prepares a bill for each tax, leaving
the rate of taxation blank. These bills are introduccd so that the rate may
be preserved or changed. as determined by Council. The Mayor also
submits taxation bills with suggested rates when the need for an increase is
foreseen or decreases are proposed. Council must provide adequate tax
revenue to pay for the budget. but the members are not bound by the
Mavor's specific suggestions. Council may, and does change the rate of
laxes at will.

“The city of Philadelphia has wide taxing powers. Under a 1932 siate law
(the Sterling Act), the city has power to tax any item without limit on the
tax rate, as long as the state does not tax the same item. If the state does
tax an item, the city may also tax the item, but only after obtaining specific
permission by slate law. An example is taxation of corporale net income
by the city as part of the Business Privilege Tax. Before the cily could
enact this new (ax in 1984, the state had to pass a law giving the city
permission, because the state already taxes corporate net income, Another
example is the | percent city sales Lax imposed in 1991,

Table 1 shows the taxes imposed by the city in FY93, and estimated
income from each. The tax producing the largest revenues by far is the
wage tax, with a rate of 4.96 percent on residents and 4.3125 percent on
non residents. There is a limitation on city taxing powers: the city cannot
increase the wage tax on non residents over 4.3125 percent unless the tax
on residents exceeds 5.75 percenl. In that event. the rate on non residents
is limited to three-quarters of the rate on residents.

Paymenis rom other governmenis--mainly state and federal, bul also local
governments--are important revenue elements. Because the state and
federal budget cycles do not synchronize with Philadelphia's, the
administration must anticipate a level of contribution from (he staie and
federal government in advance of submitting the revenue cstimaic for the
budget to City Council. The Council must accept the Mayor's cstimate.
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Table 1: Philadelphia City Government Taxes

1993 1993 Est. Percent
Items Rate Revenues of
Tax Taxed (Percenl) (Millions) Total
Wage & Earnings Salary, commission 4.96% $808.1 52.8
Real Estate Assessed 3.74 336.0 22.0
value of property
Business Privilege Net income 6.30
Gross reciepts 0.325
total 203.1 133
Salcs Items subject 1.00 80.0 52
10 state lax
Rcal property Salc price 39N 42.0 2.7
transfer
Parking lot Gross receipls 15.00 227 1.5
Net profits Unincorporated 4.96 14.6 1.0
business profits
Personal property Specified intangibles 0.40 16.9 1.1
Admissions 5.00 3.6 0.4
Other Various 0.3 0.0
Total $1.529.3 100.0

*  The non-resident rale is 4.3125 percenl.
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The operating budget ordinance appropriates moneys (authorizes
spending) for the cily's 35 governmental unils (depariments, boards, elc.).
Each appropriation [or a governmental unit is in the form of fumip sums
that covers various objects of expense such as equipment. The budget
detail gives additional information about the objects of expense, such as
numbers of employees, overtime. Definitions of the objects of expense, and
city-wide totals. are found in Table 2.

The outgo side—-How is it
divided up?

The largest object of expense by far is personal services, or pay for the
"service" of using employee time. The city's "lump-sum" budgeting may be
contrasted with /ine-item budgeting which would show. for example, the
pay rates of individual classes of employees on separate lines, Before the
Home Rule Charier wenl into effect in 1952, the city budgets appropriated
moneys by linc ilems. The Charter eliminated this provision as a way of
restraining Council from making management decisions, such as the
number of persons 1o be employed or numiber of vehicles to purchase.

The Mayor has the responsibility to see that the city does not incur a deficit
in its operating budget. Il income begins (o [all below the estimales, (he
Mayor has the power {0 curiail expenditures of cily agencies 10 bring them
into line with the developing revenue situation. To do this. mayvors have
generally pul a "freeze" on new hiring and the letting of new contracts.

In the capital budget. appropriations are made to cily agencies for each
separale projecl. such as a park, library, or police station.
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Table 2: General Fund Spending by Objects of Expense

1993 Estimated Amount

Object of Expenditure (Millions) Percent
Personal Services 5875 38
Employce bencfits 417 18
Subtotal $1,292 56
Purchase of services 693 30
Debt service 127 6
Contributions, indemnities 68 3
Materials, supplies, equiptment 77 3
Payments to other funds; Other 37 2
Subltotal $1,002 44
Tolal $2.294 100

*  Definitions for the categories in this table are as follows:

Personal services: payroll;

Employvee benefits: pensions, employee insurance;

Purchase of services: contracts, leases, renl, payments for care of individuals;
Debi service: inferest and principal on loans;

Contributions: city payments 1o nonprofit agencies or other governments;
Indemnities: payments on claims against city;

Payments 1o other funds: for example.payment to watcr fund for water and sewer scrvices for city buildings.
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OPERATING BUDGET FUNDS

Philadelphia's operating budget is divided inio a number of parls. called
Junds. The present fund structure is based in part on legal requirements flor
accountability, and on part on judgments by city officials as to a uscful way
to divide the budget according to customs of accounting. Accountability 1o
the public is a major theme in government financial reporting.
*Accounting” is a way of conveniently grouping expenditures so that the
reader can judge the relative costs of activities and whether money is spent
according to plan.

There are two basic types of funds: the enterprise finds and the
governmental funds. The enterprise funds are self-supporting, matching
expenditures from their own non-tax sources of revenue, such as service
charges and fees. Philadelphia has three enterprise funds: the water fund,
for the water and sewer functions; the aviation fund for the airport
function; and the convention and civic center fund (to be merged into the
General Fund in FY94).

Most other city functions are financed through what are called
"governmental” funds. The basic governmental fund is the General Fund,
It is financed through taxes. local non-tax revenues, and some payments
from the federal, state, or local governments. Other governmental type
funds are financed entirely by grants, The funds include the Grants
Revenue Fund, (he Community Development Fund, the Liquid Fuels Tax
Fund, and the Special Gasoline Tax Fund. The only other fund financed
from tax revenues is the tiny Hotel Room Rental Tax Fund. Table 3 lists
the [unds and their income sources in FY92,
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Table 3: Revenues of Funds Used in the Philadelphia Operating Budget

Fiscal 1992 Revenucs* (Millions)

Local Other
Governmental Funds Taxes Non-Tax Governments Total
General Fund $1.481 $98 $368 $2.147
Grants Revenue Fund 0 7 184 191
Community Development Fund 0 3 36 59
Special Gasoline Tax Fund 0 1 15 16
County Liquid Fuels Tax Fund 0 0 4 4
Hotel Room Rental Tax Fund 8 0 0 8
Subtotal $1,489 $108 $828 $2.425
Enterprise Funds
Water Fund 0 $324 $5 $329
Aviation Fund 0 109 0 109
Convenlion & Civic Cenler 0 9 0 )
Subtotal $0 $441 $5 $446
Total, all funds $L.489 $550 $833 $2,871

¥  Excluding inter fund payments.

**  Local non-tax revenue include service charges, fines, interest earnings. and salc of property.

Citizen's Guide to the Philadelphia Budget
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Budget decisions- General A basic budgel decision ﬁs how 1o sirike the best balance belween spending

and the local sources of incomc: taxes or service charges. Such a decision
Fund has to be made in setting the level of spending in the General Fund and the
enterprise funds. In the budgetary process, the greatest focus of atlention is
the General Fund, since this fund involves local taxes. There is also much
concern on the best way to distribute the available resources among the
many funciions competing for tax funds.

In order to evaluate the city's priorities in terms of the budget, the citizen
will want to know what percentages of the budget are devoted to various
programs. (See Table 4.)
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Table 4: Functions Included in the General Fund

FY83 Percent

Function Distribution

FY93 Percent
Distribution

Crime prevention
General management
Judicial and prisons
Services to property
Health

General welfare
Transportation
Culture and recreation

Economic development

Subtotal

Employee benefits (all functions)

Debt service (all functions)

Subtotal

Total

15.6
12.5
10.7
9.7
3.6
8.4
53
4.2
0.5

160.7
7.9

24.6

100.0

12.9

12.9
9.2
9.9
77

13.5
3.4
3.0
1.4

74.0

18.7
7.3

26.0

100.0

Citizen's Guide to the Philadelphia Budget

OPERATING BUDGET FUNDS ¢ 17



Two enterprise funds, the Water Fund and the Aviation Fund, support
themselves by means of service charges. Decisions have to be made as to
the level of spending and its impact on the level of charges. Undor
Philadelphia's charter. waler and sewer rates are set by the Water
Commissioner, not by City Council, Before changing rates, the Water
Dcpartment holds public hearings, to obtain the views of consumers and
others.

Budget decisions--Enterprise
SJunds

By definition, the various grant funds are financed by moneys from other
governments. No decision has to made during the budget process as 1o the
level of spending for grant funds, since thal is determined by the sums
available. Spending in these funds is geared to revenues; il revenues are
less than cstimated, spending is reduced: if revenues are higher for a given
program than anticipated, the budget includes "contingent grant funds”

. (see below), which can be transferred 1o give spending power.

Budget decisions—-Grant
Sunds

The Philadelphia Charter does not permit spending to be increased above
the legal budget level, even if income is more than estimated. However,
the amount of grants which will become available is often not known when
the budget is passed. To aliow for possible additional grants,
Philadelphia's budgets usually include several hundred millions of
spending authorization in the grants funds contingent on extra grant
moneys coming in.

Contingent grant funds

In making budget decisions, the city's discretion is often severely limited by
Mandatory and discretionary mandatory items, also referrefl toas the "structural costs" of government,
These include interest and principal payments on ouistanding debt,
spending mandated by the grantor (if’ grant funds are involved), and in
some cases. spending mandated by court decisions or conscnt agreements.
Pay and bencfits of employees may also be set, if the budget is for a year
included in a multi-year coniract. Therclore, the budgel decisions revolve
around ilems which are discretionary, such as numbers of einployees,
cquipment purchascs, new programs, and changes in programs

expenditures

Citizen's Guide to the Philadelphia Budget OPERATING BUDGET FUNDS « 18



WHY'S AND WHEREFORE'S OF
BORROWING

Upon adoption. the city's operating budget must be balanced: estimated
revenues equal projected spending, as adjusted for carryover surplus or
deficit. Borrowing cannot be used to balance the budget. The reasoning
behind this prohibition is 1o prevent postponing of payment for
consumables into future years--the idea is to "pay as you go."

On a temporary basis, the PICA act permits borrowing for operating
purposes. In 1992, PICA granted the City $225 million to fund
accumulated deficits through FY92. Also, the PICA act permits funding
further operating deficits through the end of 1994. The budget for FY93
included an $8 million deficit 1o be funded by a PICA grant, financed by
borrowing. To pay the principal and interest on its bonds, PICA receives a
porlion of the cily wage, earnings, and net profils (ax.

The city regularly borrows (o help finance the operating budget, but only
on a short-term basis, and only when matching revenues can be
Budget: Short-term anticipated. For example. in November 1992, the city borrowed $100
borrowing million, to be repaid by the following June. This borrowing involved
short-term loans to meet cash flow needs. All of the short-term loan is
repaid by the end of the budget year.

Borrowing for the Operating

The city pays its share of the cost of capital projecis by issuing bonds, oflen

Borrowing for the Capital with a duration of 25 or more years. In FY92, the city issued $89 million

Budget: Long-term of bonds for capital projects in the Water Fund. Each year, the Operating
borrowing Budget includes debt service, namely interest and principal payments on
the bonds.

The fiscal crisis prevented the City from issuing bonds at advantageous
terms in 1992. Therefore, the City asked PICA to provide moneys for
some capital projects. PICA has power to finance emergency capital
projects or projects necessary to achieve savings and balanced budgets
under an approved financial plan,
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The state constitution limits the amount of city debt for capital projects
which are tax supporied. The limit is 13.3 percent of the previous ten
years' assessment of taxable real estate. The purpose of debt limits is to
provent the government from issuing too much debt, unfairly over-
burdening future taxpayers. Philadelphia, however, is the only local
government in Pennsylvania with a debt limit related to the asscssment of
taxable real esiate. All other local governments in Pennsylvania have debt
limits tied to some multiple of the government's revenues in recent years.

Constitutional debt limit

Of the 13.5 percent limit, the first 3 percenl can be authorized by City
Council, and the remaining 10.5 percent requires voler approval. Requests
for voter approval can appcar cither on primary or general clection ballots.
As of 1992, under the 13.5 percent debt limit, the city is able (o issue about
$50 million of new tax supported debt annualiy.

The debt limit does not apply to issuing bonds for self-supporting projects,
which are projecis which are financed from service charges, rather than
taxes. An example of a self-supporting project is a water sysiem
improvement, financed from water services charges. Nor does the debt
limit apply to debt issued by the various authorities that do not have taxing
power. such as the Parking Authority.

Authorily debt, however, is widely viewed as a way of getling around the
constitutional debi limit for tax supported projects. There arc many
projects which the city is unable to undertake because they would require
more borrowing power than the $50 million or so now available annually
under the debt limit. The technique used currently is Lo have projects
undertaken by an authority which docs not have taxing power, and has no
legal debt limit. To supply revenue to support the authority's bond issuc,
the authority negotiates a long-term lease with the city. The lease is
payable by the city from General Fund revenue. A project that will use
authorily funding is the proposed criminal justice center.
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WHERE TO FIND BUDGET
INFORMATION

The "budget cycle” siarts in the fall, when cily departments are required Lo
fill out budget request forms to submit to the Director of Finance and the
City Planning Commission. Most of the forms have figures for three years:
the actual for the year jusi completed: estimates for the current year., and
requests for next year's budget. When the Mayor has decided on a budget
to recommend to City Council, the departments are required 1o preparc
forms which conform to the Mayor's budget. Thesc forms are then
summarized, compiled, and published in three volumes for use by the City
Council in reviewing the proposed budgets. The volumes, which are chock
full of {igures, are also available (o the public. Copies of the volumes can
be consulted at the Philadelphia Free Library, main branch, and at several
of the neighborhood branch libraries. The volumes are:

The Proposed Operating Budget in Brief

Usually about 100 pages. the Mayor's Operating Budget in Brief is issued
at the same time as the presentation of the budget message by the Mayor.
It includes a copy of the proposed appropriation ordinance, showing how
much each department or other agency will be permitted to spend. It also
has summaries of the appropriations by major object of expense for each
fund, and detailed figures on sources of revenues. A later section of this
guide explains the main form of the Operating Budgct in Bricf.

Supporting Detail for the Propoesed Operating Budget

Published in two volumes the sizc of telephone books, the supporting detail
is usually available two weeks after the budget message. Tt has many pages
on the proposed spending level for each of the 55 or so departnents.,
boards, and offices that reecive city appropriations. as well as similar
information on divisions or sections of larger departments. For example,
there are pages showing number of cmployees, payroll divided between full
time, part time. and overtime, major contracts and contributions, Two of

the forms found in the Supporting Detail are described later in the Citizens'
Guide.
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Proposed Capital Program and Capital Budget

The volume containing the Proposed Capital Program and Capital Budget
is prepared by the City Planning Commission. It gives summary figures on
capilad expendilures by department for each of the six years of the

program, and describes each of the proposed capital projects. However,
"off-budget” projects that will be financed by leases with authorities or
private enterprise are not included in the Capital Program. (Sce "Why's
and Wherefore's of Borrowing.")
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What to look for and where
to find it

+ Income, outgo, and surplus or deficit? A city-wide overview of the
whole operating budget and fund targets are shown in the Proposed
Operaling Budgel in Briel, summary schedule,

» Overview of the General Fund? A summary schedule in the Proposed
Operating Budget in Brief gives the basic information.

o How much money will each tax raise? Tax vield is shown in a table in
the Proposed Operating Budget in Bricf.

o How much income comes from non tax sources? Details on sources of
income are in the Proposed Operating Budget in Brief schedules for each
fund,

» How much is recommended for each department? The budget bill
(formally called the Proposed Appropriation Ordinance) shows the amount
recommended for each department. It is reproduced in the Proposed
Operaling Budget in Briel. To make comparisons of the recommended
spending with eslimates for the current year, the reader should look in the
Supporting Detail, under the various tabbed departmental sections.

« Spending for divisions of departments? For larger departments, the
Supporting Detail has information on divisions or functions.

+ Number of ¢ity employees proposed? Summary figures are shown in
the proposed Operating Budgel in Brief. The Supporting Detail has figures
for individual departments and divisions, including comparisons with last
vear and the current year.

o Size of the payroll? This is shown city-wide, by fund and by department
in the proposed Operating Budget; and by departments and divisions in the
Supporling Delail.

o Overtime pay? Shown by departments in the Supporting Delail, along
with such items as regular pay. shift premium, holiday pay. There are no
city-wide summaries of these items.

« Employee benefits such- as pensions and insuranee? Information on
benelits can be found on a cily-wide basis and fund basis in the Supporting
Delail, listed under Direcior of Finance. These benefits are not shown by
department for the General Fund.

o Equipment Purchases? Some figures for equipment are shown under
individual departments in the Supporting Detail. However, most city
vehicle purchases are budgeted in the Office of Fleet Management.

+ Workload Measures? Only a few of these are shown sporadically in the
Supporting Delail for the Operating Budget.
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How to read the Summary of
Operating Budget

The statements in the Operating Budget in Brief that are entitled Summary
of Operating Budget-and there is one for each fund--give a concise
overview of revenues, expenditures, and balance, once you know the
vocabulary. On the facing page. we have reproduced the Summary of
Operating Budget for the FY94 General Fund, the most important fund.

As you can sce, the statement is divided into numbered columns and rows
(lines). For convenience, the following explanations of key items are
referred to by the numbered line on which they appear. Definitions of most
terms are found in the glossary or elsewhere in the Citizens' Guide.

e Lines 1 to 6. The first six lings list the four major types of revenues.,
with subtotals and totals. More information on ¢ach of these revenues can
be found in the supporting scheduies in the Operating Budget in Brief.

‘e Line 7. The column 4 of Other Sources shows prior year delicils

climinated through PICA borrowing in FY92. In other yvears, this line
included hoped-for or unusual revenues. Explanations arc usually found in
the Mayor's budget message.

« Lines ¥ to 21. Lines lines 9-21 itemize spending, using the technical
term ebligations 1o describe actual or estimated spending, and
appropriations for the proposed spending of the budget year. Spending is
shown by objects of expense (defined in Table 2). To get a sense of
spending trends in the city, calculations can be made that permit
comparisons of the percentage increases shown in column 9 with actual
increases tn prior years (columns 4-3).

o Line 21. Line 21 shows whether revenues (line 8) are greater or less
than total spending (line 20). If revenues exceed spending, there is an
operating surplus; otherwise, there is an operating deficit. As a general
rule, the fund is in good financial shape il there is an operating surplus, but
only il there is not a large carry-over deficit from prior years (as is the case
on line 22).

« Line 22. Line 22 shows the carryover: the balance at end of the prior
year. A deficit is indicated by parentheses,

e Line 23. Line 23 lists revenue adjustmenis made (o the prior year
balance. If the figure is negative (as in this case, column 3), some ilems of
anticipated revenue did not come in: if positive, additional revenues were
obtained or are anticipated.

e Line 24. Commitmenis Canceled means Lhat some ol the encumbrances
for contracts are (or are estimated Lo be) greater than actually needed at the
final billing.

« Line 29. The Philadelphia Home Rule Charter requires the city to adopt
balanced budgets: the place where the budget must balance is line 29,
called "Fund Balance Available for Appropriation June 30.* Line 29, not
the operating surplus or deficil on line 21, shows us the final fund balance,
surplus, or deficit for the year. In most years, the proposed General Fund
budget (column 7) shows a zero balance. in accordance with the charter
mandate for adoption of balanced budgets. Each budget, however, actuaily
always ends with a surplus or deficil. A small surplus is considered
desirable. The ending find balance is calculated by combining the
operating surptus (or deficit) with the carry-over from the prior year.
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CITY OF PHILADELPHIA

FISCAL 1994 OPERATING BUDGET

SUMMARY OF OPERATING BUDGET
FISCAL YEARS 1992, 1993, AND 1994
(Amounts in Thousands)

! FUND NO. TABLE
General 0194 1A
| F.Y.1992 FISCAL 1993 F.Y. 1994

‘ ' SUPP.

LINE | " |screD. CURRENT OVER {UNDER) F.Y, 1932

| No. | ITEM NO. | ACTUAL | BUDGET [ESTIMATE | BUDGET | AMOUNT %

; (! ) 3 “ (5) 6 {7 (8 &)

E L OPERATIONS OF FISCAL YEAR

i ' REVENUES

i 1! Taxes lA-1 [1,481,122 |1,541,154 |1,528,351 | 1,594,968 65617 4.3%

| 2 |Locally Generated Non-Tax Revenues- IA-2 98,161 123,027] 125555] 155975 30,420 24.2%

| 3 | Revenue from Other Governments (A-3 567,549 | 602,543 | 607,956 | 593,289 (14,667) -2.4%

I 4,Sub-Total (1) + (2) + (3) ' 2,146,832 (2,266,724 12,262,862 (2,344,232 81,370 3.6%

i 5 | Revenue from Other Funds of City 1A-4 10,086 12,222 13,783 18,872 5,189 37 6%

i 6 | Total - Revenue (4) + (5) 2,156,928 (2,278,946 | 2,276,645 |2 363,204 86,559 3.8%

l 7 | Other Sources 153,500 - - - - -

i 8| Total Revenue and Other Sources (6)+(7) 2,310,428 12,278 846 | 2,276,645 | 2,363,204 86,559 3.8%

[ OBLIGATIONS/APPROPRIATIONS

i g | Personal Services 884,127 879,633 | 874,996| 862,008 (12,988) -1.5%
10 | Personal Services-Employee Benefits 437,227 4049808 ( 416,661 438,001 21,340 S1%
11| Sub-Total Employee Compensation 1,321,354 11,284 541 |1, 291,657 | 1,300,009 8,352 0.6%
12 | Purchase of Services 665,036 1 689,348 693,435 764,343 70,908 10.2%
13 | Materials, Supplies and Equipment 55,089 86,824 76,617 80,651 4,034 5.3%
14 | Contributions, Indemnities, and Taxes 60,180 59,845 67,660 56473 (11,187) -16.5%
15 | Debt Service ' 133,172 134,470 127,032 132,413 5,381 4.2%
16 | Capital Budget Financing - - - - - -
17 | Advances and Miscellaneous Payments 4,900 19,712 18,772 23,885 4913 26.2%
18 | Sub-Total (11 thru 17) 2,239,731 2,274,740 (12,275,173 | 2,357,574 82,401 3.6%
18 | Payments to Other Funds 15,909 18,708 18,205 21,805 3,700 20.3%
20 | Total - Obligations (18+19) 2,255,640 (2,293 446 |2,293,378 | 2,379,479 86,101 3.8%

| 21 | Oper.Surplus (Deficit) for Fiscal Year (8-20) 54,788 (14,500) (18,733)] (16,275) 458 2.7%

| |OPERATIONS IN RESPECT TO

| |PRIOR FISCAL YEARS

1 22 | Fund Balance Available for Appropriation

. June 39 of Pror Fiscal Year (153,474} -0 « 0O 0 0 N.A.

Adjustments to Prior Fiscal Years Operations:

: 23 | Revenue Adjustments - Net 1,452 {4,000)  {4,000) {(2,000) 2,000 -50.0%

1 24 | Commitments Cancelled - Net 20,718 18,500 20,733 20,000 (733) -3.5%

| 25 Other Adjustments - Net 5,105 - - - - -

L 26 | Sub-Total Net Adjustments (23+24+25) 27,276 14,500 16,733 18,000 1,267 7.6%

| 27 | Adjusted Fund Balance June 30 of Prior -

t Fiscal Year (22)+(26) (126,198)) 14,500 16,733 18,000 1,267 7.8%

. 28| Residual Equity Transfer - - - - - -

29 | Fund Balance Available for Appropriation -

5 June 30 (21)+(27)+(28) (71,410 0 0 1,725 1,725 N.A.

]
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Departmental Summary by The Supporiing Delail for ihe Opelfaling Budget contains schedules like
Fund the one on the facing page. There is a schedule for each major agency
un . . {(dcpartment, board, office) which receives an appropriation. Similar
(Supporting Detail) information for smaller agencies is shown in a form called "Division
Summary” described later.

The Supporting Detail for the Operating Budget allows you to compare the
proposed budget with actual spending of last year and the estimated
spending of the current year. Figures arc shown for the major ebjects of
expense which werc cxplained earlier (Table 2). Details. or /ine items. for
each of these major categories. are contained in other schedules of the
supporting detail.

A few cautions are in order in comparing major objects of expense [rom
year to year:

e The "Malerials and Supplies" category may nol be precisely Lhe same
over marny years, since the city's budgeting practices have changed.
Formerly, for example, motor vehicle fuel was included under Materials
and Supptlies in the budget of each department operating motor vehicles;
morc reccntly, this is shown in the Office of Fleet Management,

o The "Equipment” category does not show cost of all equipment used by
the department, since major vehicles are shown in the Office of Fleet
Management,

+ In most vears, only contributions are included under the heading
"Contributions. etc." The figures, however, may include indemnities (city
payments to those who have claims against the city} as they do for actual
obligations (but not for budget vears, when indemnities for all agencies are
shown under the Director of Finance).

» "Fringe Benefits” (city payments for pensions and employee insurance)
are shown for grants funds. but not for the General Fund, All fringe
benefits for the General Fund are shown in the budget of the Direcior of
Finance.

This schedule from the Supporting Detail for the Operating Budget also
llustrates that a department may reccive spending authorizations from
more than one fund. However. moneys from one fund cannot be mingled
with another; the department must account for expenditures separately.
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DEPARTMENT

FUND

GENERAL

COUNTY LiQUiD
FUELS TAX

SPECIAL GASOLINE
TAX

GRANTS REVENUE

KN

COMMUNITY
DEVELCPMENT

DEPARTMENTAL
TOTAL
ALL FUNDS

FISCAL 1994 OPERATIJNG BU_DGET

Empiayae Compensahon

CITY OF PHILADELPHIA

F[SCAL 1992

DEPARTMENTAL SUMMARY BY FUND

FISCAL 1993

ACTUAL ORIGINAL
OBLIGATIONS APPROPRIATION

o o R
FISCAL 1983 FISCAL 1994
ESTIMATED OBLIGATION

LEVEL

OBLIGATIONS -

INCREASE
OR
DECREASE

100
a) | Personal Services 60,499 649 67,466,300 64,507,757 58,223,984 (8,283,803}
b) | Fringe Benefits :
200 | Purchase of Services 83,550,301 88,752,037 85,987,318 86,776,156 788,838
300 | Materials and Supplies 5,468,371 6,482,474 6,432,474 2,140,403 | (4,348,071)
400 | Equipmant 132,002 273,169 267,169 262,419 (4,750)
500 (| Contributions, etc. 6,249,428 26,125 26,125 25,671 (454)
800 | Payments to Cther Funds
TOTA!. 164 929 751 163,000,105 147,428,643
Empioyoe Compensahon
a) | Personal Services 3,799,997 3,800,000 3,800,000 3,800,000
b) | Fringe Banefits .
"200 | Purchase of Services 420,000 1,940,000 1,340,000 1,200,000 {140,000)
300 | Materigls and Supplies -
400 | Equipment
500 | Contributions, etc.
BOC | Payments to Other Funds 16.000

Ernpioyoe Compensahon
Personal Services
Fringe Banefits
Purchase of Services
Materials and Supplies
Equipment
Contributions, etc.
Payments o Cther Funds

5,457,270
3,302,120
26,186

31,195

12,021,172
2,051,485
3,377,802

36,108

31,342

11,351,972

2,051,486
2,964,092
35,108

15 055 781

T A % A et
Employoe Compensahon

&} | Personal Services

b) | Fringe Benafits
200 | Purchase of Services
300 | Materials and Supplies 1,000,000 345,710 3170 25,450
400 | Equipmant 839,270 30,000 3,000,000 2,870,000
500 | Contributions, etc,
800 | Payments to Cther Funds

TOTAL 839,270 1,000,000 375,710 3,371,170

Ernployee Ccmpensahon
Personal Services
Fringe Benefits

Purchase of Services

Materials and Supplies

Equipment

Contributions, etc,

Payments to Cther Funds

Employee Compensation

a} | Personal Services 79,600,088 77,566,300 80,385,969 73,375,966 (7.014,003)
b) | Fringe Benefits
200 Purchase of Services 89,427 571 98,525,685 88,378,804 " 90,027,642 648,838
30C | Materials and Supplies 8,800,491 11,396,024 10,212,078 5475,665 (4,738.411)
400 | Equipment 907,468 358,619 333,277 3,298,527 2,965,250
500 | Confributions, etc. 6,249,428 25125 26,125 25,871 (454)
800 | Payments to Other Funds 47,195 49,342 46,342 46,342

TOTAL

185,122,241
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This schiedule is inciuded for smaller departments or agencies which
. , receive all of their appropriations from only one fund, as well as for
Division Summary divisions of larger departments.
(Supporting Detail)

A narrative statemeni on mission of the agency precedes the summary- of
spending by objects of expense. The same cautions aboul year-to-y¢ar
comparisons apply to this form as to the Departmental Summary discussed
above.

Details on line items for each of the major objects of expense are contained
in other schedules of the supporting detail.

This form also has spaces (not filled in} for “indirect costs," such as
employee benefits. utilities, and rents. Only direct costs are appropriated (o
the division or department; indirect costs are appropriated to other
departments. such as Finance (employee benefits) and Public Property
(utilities and rents). The purpose of showing the indirect coslts is to
provide an estimate of the total cost of carrying out the activities of the
division.

Al the bottom, this form has figurcs on numbers of employees: more
details on numbers of classes of positions are in other schedules,
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. SRR HRY i
DEPARTMENT NO. DIVISION NO,
STREETS 12 ENGINEERING DESIGNS AND SURVEYS -1
PROGRAM NO. FUND NO.
TRANSPORTATION GENERAL
e - | NS, — s
This Division is designated by City Charter to design city streets, highways, bridge tunnels,
roads and drives in Fairmount Park; perform all surveying functions of the City, furnishing lines
and grade of all kinds; prepare maps, plans, and other land records of real property; maintain all
road records and street opening data; exercise powers and perform duties imposed onthe
Board of Surveyors by statute and ordinance; coordinate City— State highway program including
preparation of long range joint City— State Program.
FISCAL 1992 | FISCAL 1993 FISCAL 1993 FISCAL1994 |  INCREASE
CLASS DESCRIPTION ACTUAL ORIGINAL ESTIMATED OBLIGATION OR
OBLIGATIONS | APPROPRIATION | OBLIGATIONS LEVEL (DECREASE)
n 2 &) (0] ) € @
100 | EMPLOYEE COMPENSATION
a) PERSONAL SERVICES 4,471,728 4617914 4,727,862 4,451,774 (276,118)
) FRINGE BENEFITS
200 | PURCHASE OF SERVICES 15,851 20,604 20,604 20,604
300 MATERIALS AND SUPPLIES 37,0809 31,737 43,737 43,725 (12}
400 EQUIPMENT 18,702 277 15,117 15117
500 CONTRIBUTIONS, INDEMNITIES AND TAXES 160 160 (160)
700 | DEBT SERVICE
800 | PAYMENTS TO OTHER FUNDS
900 ADVANCES AND OTHER MISC. PAYMENTS
SUB-TOTAL DIRECT COSTS 4,545,270 4,697,532 4,807,510 4,531,220 (276,290)
FISCAL 1892 FISCAL 1993 FISCAL 1083 FISCAL 1904 INCREASE
CLASS DESCRIFTION : ACTUAL ORIGINAL ESTIMATED OBLIGATION OR
OBLIGATIONS | APPROPRIATION | OBLIGATIONS LEVEL (DECREASE)
) 2 ] ) 5} {6) @
193,194,194 EMP. WELFARE(HI.TH /MED_LIFE INS.LEGAL}
191 PENSIONS
189,192 | FICA.
186 | FLEX CASH PAYMENTS
151,187.184 EMPLOYEE DISABILITY
200 UTILITIES: GAS, STEAM, ELECTRIC
200 TELEPHONES AND COMMUNICATION |
210 POSTAL SERVICES
240 ADVERTISING
285 | RENTS
1
OTHER — .
SUB-TOTAL INDIRECT COSTS
TOTAL O8TS 4,543,270 {276,290)
R A R MMARY 2 5 a
b FISCAL 1083 INCREMENT FISCAL 1994 - INC. (DECR) |
CODE CATEGORY APPROVED POS. RUN APPROVED POS. | COL{8)-COL()
(1} @ (] = ] &
-101 FULL -TIME 137 124 133 g9
111 | PART = TIME
TOTAL 137 124 133 9

71-53F
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SUMMARY OF FISCAL TRENDS

To put a proposed budget into perspective, the reader should consider fiscal trends
like those presented on the following pages. We have provided charts that display fiscal trends
from 1984 to the proposal for 1994 (prepared February 1993).

Figure 1 below shows that Philadelphia General Fund expenditures exceeded revenues
in all years, excluding FY84. Fiscal Year 1991 had the largest operating deficit in the period, with
expenditures exceeding revenues by $100 million.

General Fund Revenues & Expenditures
Millions of Dollars
2,500

2,000

1,500 -

1,000

500

1984 1085 1086 1987 1988 1G80 1990 1051 1952 1993 1934
Fiscal Year

B Revenues [ Expenditures

FY93 figures are esfimates; FY94 are proposed.
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Figure 2
General Fund Year End Balance

Millions of Dollars

H i 1 | i | | | | | |
1984 1985 1986 1987 1988 1089 1980 1991 1992 1093 1994

Fiscal Year

FY93 figures are estimates; FY94 are proposed.

The Philadelphia city charter requires the adoption of balanced budgets; the "balance" is
determined by taking into account any surplus or deficit from the prior year, as well as the operating
surplus or deficit from the current year.

Figure 2 shows that the General Fund ended in a deficit balance for five consecutive years,
FY88 through FY92. In 1992, the cumulative deficit was funded by a $225 million grant from PICA
supported by borrowing. Thereafter, a turnaround is expected, owing to the provisions of the Five-
Year Recovery Plan.

3
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Figure 3

General Fund Revenue Elements

Millions of Dollars
2,500

2,000 |-

1,800 .

1,000 |-
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1984 1985 1986 1087 1988 1089 1990 1991 1992 1993 1994
Fiscal Year

Local Non-Tax Rev. '3 Other Governments

B Taxes [E

FY@3 figures are estimates; FY94 are proposed.

Figure 3 shows that tax revenues, which account for the largest share of general fund
revenues, were increasing each year, until they dropped suddenly in FY92. The reason is that a
portion of the wage, earnings, and net profits tax is paid directly to PICA. After deducting the
debt service charge and its own operating costs, PICA pays the remaining amount to the city,
where the receipts are classified as payments from other governments. Tax revenues are expected
to be rising, though, for FY93 and FY94, at a rate similar to the previous trend.

Revenues from other governments for Fiscal Years 1992 through 1994 more than doubled
figures for the preceding eight years, totalling $600 million in FY93.

Local non-tax revenues (fines, fees, interest earnings, asset sales) are a minor source of
income for the city.
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Figure 4
General Fund Expenditure Elements

Millions of Dollars
2,500

2,000
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1,000
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Fiscal Year

Bl Compensation Debt Service || Other Expenditures

FY93 figures are estimates; FY94 are proposed.

Compensation (pay and benefits) grew each year from FY84 through FY92, but has declined
slightly each year since.

Other expenses {contracts, materials, supplies, equipment, contributions) have grown steadily.

Debt sevice (principal and interest on loans) went down in FY87 and FY88 because of
refinancing of past loans, but increased again in following years.
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Figure &
Operating Budget Expenditures
By Fund Type

Millions of Doltars
2,500

2,000
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1,000
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Fiscal Year

B General Fund & Other Funds

FY93 figures are estimates; FY94 are proposed.

The General Fund, the only major fund supported by local tax revenue, is the focus of the
budget season. Figure 5 shows General Fund expenditures in relation to expenditures of all other
funds.

General Fund expenditures have increased more rapidly than the expenditures of other funds.

The proposed budget for FY94 indicates that there is a significant increase of the
expenditures of other funds, but this is a case where the appearance differs from reality. The
increased amount is a reservation of spending power in case the city receives unexpected grants.
(The city cannot increase the enacted budget even if more revenue is obtained).
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Figure 6
General Fund Expenditures
Cumulative Percent Change From 1984

Parcent Change

40

] ] ] ] 1 } ! | ]

0
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Fiscal Year

General Fund Exp. Inflation

+ ——
FY93 figures are estimates; FY94 are proposed.

Figure 6 shows that from FY 84 through FY89 General Fund expenditures increased faster
than the CPI. Since 1989, the increases have been approximately the same.
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Figure 7
Philadelphia vs. Selected Cities

Per Capita Spending Rank, FYS0 % of
Median
Basic Services |- X a5
Judicial x 214
Public Welfare |- X 502
Corrections | X 158
Health - X 255
Sanitation* - X 178
Sewerage” - X 133
Parks/Recreation* - X 50
Administration* - X 100
Palice* - X %
Highways* X 73
Fire*w i | b ! ! i | 1 | 1 | &

0 1 2 3 4 5 6 7 8 9 10 11

* Denotes basic services
Compared {0 Attanta, Ballimore, Beston, Chicago,

Detroit, Houston, Newark, New York, Pittsburgh,
St Louis

Figure 7 shows that at 5 percent below the median for basic services, Philadelphia is not a
high spender for functions common to most cities. The exceptions are sanitation (solid waste
management), for which Philadelphia is ranked second amoung the comparison cities, and
sewerage.
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Figure 8
City General Fund Obligations, by Class

{in millions of 1992 dollars)
1000 I—If"‘"_’.—_'\'\r\.__.\.\.
BOO -
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40,
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Fiscal Year
Personal Services Employee Benefits Purchase of Services
—a— —_—— ——
Mat., Equip., & Supp. Indem., Taxes, & Grants Debt Service

FY93 figures are estimates; FY94 are proposed.

Figure 8 shows that, inflation factored out, relative to FY84, Personal Services (pay) have

declined, while Purchase of Services (contracting out) has substantially increased. Purchase of

Services has, however, remained relatively constant since FY89.
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' GLOSSARY

This glossary defines the key specialized terms used in the Phifadelphia City Budget process. and related concepts.
LEGEND:
Bold face = most important consideration.

Iralic = terms that are defined in the glossary.

Aeccount. The units in which financial data are collected.

Accounting. A systematic way of recording, classifying, and reporting financial information, A complete
accounting system runs from the most basic unil of spending--source documents such as sales receipis--through
various levels of summary, up to the balance sheet, one page that gives the overview of totai assets and liabilities
and the arithmetic difference beiween them.

Aetivity. A specific kind of work done by an organizational unit, often measured as "work uad” such as hours of
instruction in a job~training program.

Allocation. Assigning resources (expendable dollars) to a unit of government.

Appropriate. Indicates money being set aside by legislation for specific agencies or purposcs, Philadelphia City
Council makes /tmp-sum appropriations to departments. Afier the money has been legally appropriated, it is then
encumbered (ear-marked for goods and services) and disbursed (spent) by departments.

Audit. To examine financial reports, usually by comparing actual income and expense reccipnis with records, to
determine accuracy and compliance with the siandards of reporting and recording, The product is the "andit
report.”

Audijt. To examine financial reports, usually by comparing actual income and expense receipts with records. to
determine accuracy and compliance with the standards of reporting and recording. The product is the "audit
report.”

Authority. An agency that is created by legislation (o perform government functions, such as providing housing for
low-income families. There is a slate act (hat lists the functions that authorities may be st up to undertake.
Authoritics are incorporated, and are tun by dircctors or presidents appointed by a board of trustees, Authorities
arc funded from sources other than taxes.

Bill.  The draft of a law presented to a legislature (City Council) for enactment. The administration's proposed
budget comes to City Council in the form of bills, called "budget bills."
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Bond, When money has been borrowed, the written promise to pay back both the amount loaned and the interest
payments according 1o a schedule. Bonds denote long-term borrowing, "notes” denote short-lerm borrowing. (See
debt service.)

Budget. A revenue (income) and spending plan. A budgel is the expression of the city's plan for the year in financial
terms. Time is the thing that distingnishes a budget from a program: a program plans for several years (as in
capital program), a budget covers one year. For governments, a budget is a legal document: in Philadelphia, the
budget is passed by City Council in erdinance form. The budget is law so thal the government will be accountable
to the pcople for the way tax dollars are spent. Spending plans cannot be changed except by other legislation,
called a "transfer ordinance." The word "budget” is an antique—it refers to the leather pouch in which the British
Chancellor of the Exchequer carried a statement of the government's needs and resources to Parliament.

Capital budget. The capital budget and the operating budget are two different kinds of spending plans, one for long-
term investments (the capital budget), the other for items of expense that are consumed mostly in one vear (the
operating budget--some purchases with a five-year "life" may be included). The capital budget lays out what fixed
assets (property)--such as land or the construction of buildings and strects--the government plans to pay for. and
how it will pay for them.

Chart of accounts. The detailed list of expenditure categories (accounis), usually codified by a numbering system as
a cross-reference. In Philadelphia, for example, "personal services" (employees) is also called "class 100" By
looking at the budget at the various summary levels, ihe reader can tell how much is spent on personal services
cily-wide, by fund, by department. by division, and by "responsibility centers" (the level of the middle manager).

Classification. The method of systematically describing expenditures. The major classifications of expenditures are
Jind (a major division of the budget with separate income and spending that must balance); function (a major
service responsibility, like public safety); organizational unit (e.g., department); activity (line of work); character
(period of time); and cost object (goods and services).

Cost object. The units of goods and services that the government is spending its revenue on.

Debt (ceiling) limit. The maximum amount of borrowing that is legally permitted. Philadelphia is unique in the state
in having a stale constitution-imposed debt ceiling on ils tax-supported borrowing. The limit is not to exceed 13.5
percent of the average ten years' assessments of taxable real estate. "Generally accepled accounting principles”
(GA.4P) do not favor local governments' borrowing money for operations, which only have one year's benefit and
should be funded out of revenues; rather, GAAP favors borrowing only for capital, which has a long-term benefit
that lasts at least as long as debt payments are made. Philadelphia conforms to this standard.

Debt service. Signifies the amount of revenue that must "serve” to pay off debt in a year. Yearly debt service covers
the year's share of principat {ameunt borrowed) and interest (price paid 1o the lender-for the use of his/her-meney).
The debt service in any one year "retires” (pays off) the yearly payment for ali outstanding loans made over many
years, A government commonly has the opportunity lo pay off loans over 25 years, a period that is usually the
same as the "service life" of the fixed asset for which money has been borrowed.

Deficit. A deficiency of funds. The cause? More spending than income. The remedy? Raise taxes. or cut
expendifures,

Department. One of the *organizational units" of government, used to summarize expenditures according to a common
line of work or function.

Employee benefits. The perquisites of municipal employment, some negotiated with unions and others required by a
higher level of government. Philadelphia employee benefits legally include: life, medical. health, and related
group insurance (basic hospitalization, dental, vision. optical, and prescription drugs); legal aid; pensions and
social security; clothing and tool allowances; worker's compensation; and unemployment compensation.

Encumbrance. A slage in the process of spending money. At this point, a good or service has been ordered, and
moneys are reserved and charged against the appropriation. The use of this money [or any other purpose is
literally "obstructed.”

Interprise fund. Accounts for the financing of self-supported activities of units of the government that provide services
to the public on a user charge basis. In Philadelphia, the revenue of the Water Department is of this category.
Users do not pay a "water tax" based on their income or property value, they pay a "water bill" based on the amount
of water used.
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Exhibit. Any document or statement that is part of a financial or audit report, including a budget.

Expenditure. A stage in the process of spending mongy. As used by Philadelphia, the cost of goods delivered or
services rendered, whether paid for or nol, Earlier slages are appropriation and encumbrance. A later stage
would be "disbursement," the actual paying out of moncy.

Fiscal, Refers to the public treasury or revenucs. From the French, "fisc,” a moncy bag,

Fiscal year. The 12-month period to which the spending plan for the use of public revenues applies. In Philadelphia,
the fiscal year (abbreviated "FY™) begins July .

Function. Groups of related activitics aimed at accomplishing a major scrvice or regulatory requirement,

Fund. The major groups into which accounts are divided, showing both spending and income. Criteria for a fund
are based on a number of common-sense distinctions, like source of income, activity supported, or objective. The
*test” of a fund is whether income and spending are equal ("balance”). Funds are subject (o legislative approval.

Fund balance. The "bottom line" of the summary of operations, showing whether the city ended with a surplus or
deficit. If the fund balance is positive (that is. if income plus carryover surplus has exceeded spending), there is a
surplus. The opposite of a surplus (a negative fund balance) is a deficit.

General fund. The largest of the funds, the onc supported by our local taxcs, and the onc out of which gencral
administration and traditional services arc paid for.

General obligation debt. The city has two main ways of borrowing money: revenue bonds (paid for by a service fee),
and general obligation debt, which pledges the "full faith and credil” of the Cily's taxing power (o paying off a loan.

Grant. Income from other governments, ofien specifically ear-marked for an expenditure that a higher level of
government has imandated (legally bound) the city to make,

Increment. A unil of salary increase. In Philadelphia, a standard annual pay increase, exclusive of general pay
raiscs, of between 2 percent and 6 percent, for cmployces not at the maximum of their salary range as set for a
specific job. These steps are negotiated with unions. District Council 33 only has four steps in its pay range,
which means employees reach the top of their pay range in three years.

Line-item budget. A kind of budget that focuses on items of expense, €.2., how many desks are proposed for purchase.
Philadelphia City Council passes a /ump-smm hucger, but is provided with line-item information. This procedure is
inicaded to preserve a "balance-of-power”: (0 guarantee management's accountability while preventing Council
from infringing on management decisions, such as whether or not the depuly commissioner gets a new walnut
desk. That decision should be the commissioner's, not the Council member's,

Lungevity. A supplement 10 an employee's salary, awarded for length of city service. In some cases, service of 2 years
and 2 days qualifies an employee for Iongevily payments. This amount is negotiated with unions, and its value in-
creases with length of service.

Lump-sum appropriation. An appropriation made 10 a department or function, without a break-out of the specific
items of expense. For example, the Police Department appropriation in the budget bill does not specify amounts 1o
be spent on salaries or overtime, even though the budget's volumes of Supporting Detail provide line-item
information on these. (see fine-item hudget.)

Mandate, Whatever the state or federal government or the courts tell the local government it may or may not do, often
as a condition of financial aid.

Mill.  Onc-tenth of one cent, i.e.. a dollar divided into 1.000 parts (a "mille” in Latin). A mill is also one-tenth of
on¢ percent when you are talking about lax increases: a 10-mill increase is equal to a | percent increase ina tax. A
I-mill increase is likewise $1.00 on a $1.000.00.

Object classification, and object of expense. A tcrm for "the item you spent the money on." Examples include a new
Computer (equipment), or a consulting contract to plant trees in Fairmount Park (purchase of services). The
principal categorics are: personal services (emplovees); materials and supplics; equipment; purchase of services;
contributions; and debt service. These categorics usually make up the chart of accounts, or itemized list in which
all the items of expenditures are laid out.
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Obligation. A technical term for spending, combining encumbrances (when the purchase orders have gone out) and
expenditures.

Operating budget. The spending plan for activities for the year exclusive of long-term investments, which appear in
the capital budget.

Ordinance. Having the full force and effect of law, an ordinance is the name of the document voted on and passed by
a city council. The budget passes as an ordinance. Until the budget passes, it is called a bil/ (draft). All measures
to raisc revenuc--whether by taxcs or general fund service charges, must pass by ordinance. Water and scwer
scrvice charges arc sct by the Water Department, and do not require ordinances.

Productivity. A way to compare the input (resources) with the output (e.g., services) of the program. Productivity is
the ratio of outputs to inputs. An example of this kind of mecasure is "number of arrests per police officer per year."
The measure is computed by dividing total arrests (output) by the number of uniformed police employees (input).

Program. A term used in two ways. In a budgeting, a program is a plan for several years. When speaking more
generally of government functions, programs are coordinated activities intended to produce services and satisfy
objectives. The measure in the second instance is effectiveness--how well a goal has been achieved. In
Philadelphia's budget, programs denote the more gencral level of activity, and finctions, the more specific.

Projection. An estimate of probable future trends, based on current and past actual costs or revenues. If a certain cost
has increased by a constant percentage over several years, one may rcasonably estimate that it will continue to
increase at the same rate,

Proprietary fund. A fund used by the city to account for ils business-like activities. There are two types: the internal
service fund (one department charges another for goods or services) and the enterprise find (a department directly
charges the public for a service, based on the amount of the service used and the cost of providing the service.)

Responsibility center. A group of people headed by a single manager who is responsible for the group's actions. The
purpose of isclating responsibility centers at every level of supervision is to hold people accountable for the
efficient and effective use of resources given to them in the budget.

Retirement fund. Accounts for money invesied 1o pay the retirement income costs of both present and future retirecs.
In Philadeiphia, there is an "unfunded liability” that gets paid off at a prescribed rate, based on calculations of how
much will be needed every year to cover the retirement costs of those eligible 1o retire.

Revenue. Money received by a government, not including borrowed money. Sources include: taxes; service charges;
licenses and permits; fincs and forfeits, and grants from other governments.

Schedule. Explanatory or supplementary slatements in a budget.

Sinking fund. A fund in which money is sct aside for the payment of long-tcrm debt that must be paid in full ("maturcs
entirely”) on a given date.

Statement. The formal written presentation of financial information. Describes the presentation at different levels
of detail--an entire governmental unit, a fund, a group of accounts.

Sumnary of Operations. The big picture on spending and income, totaled up on one sheet of paper, usually the first
page of the budget.

Surplus. When, and if, income has exceeded obligations at the end of the year,

Tax. A legally compulsory charge that the public pays to the government 1o finance the government's activities.
Taxes are levied on "values" {¢.g., property, income) in terms of a "rate™ (Charge per unit, ofien a fixed ratio like a
percentage).

Trend. A reasonably consisient raie of change in a statistic over a period of time.

Turnover. In Philadclphia, used to describe the savings when a new cmployee replaces a terminated cmployee at a
lower salary, and afier a lapse of some months,
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