CITY COUNCIL

Finance Committee

Meeting Report
Monday, July 19, 2010

Committee Members Attending: F. Acosta, Chair; J. Waltman, D. Reed

Others Attending: V. Spencer , D. Wright, T. McMahon, D. Cieniewicz, C. Geffken, H.
Tangredi, L. Kelleher, D. Cituk, B. Skimski, C. Younger, ]J. Washington, C. Weidel

Mr. Acosta called the Finance Committee Meeting to order at approximately 6:10pm.

June Finance Report

Mr. Geffken distributed hardcopy of the June General Fund income statement and
budget to actual reports for revenues and expenditures. He stated that at June 30t the
City ended with a $4.1M surplus; however a $1.6M deficit is projected at the close of
2010. He stated that the real estate transfer tax is currently half of the projected
amount. EIT is underperforming by about $6M. Ms. Weidel expressed the belief that
at the end of 2010, EIT will fall $700K short of that projected.

Mr. Waltman inquired about how the City notifies employers of the increase in the
City’s earned income tax rate. Ms. Weidel explained that the City reaches out via
letter to area employers.

Ms. Kelleher noted a prior statement by Ms. Weidel informing the Committee that the
employer is only legally required to withhold 1% for earned income tax purposes.

Ms. Weidel agreed noting that employers located outside of Reading do not need to
withhold at the City’s current tax rate.

Mr. Waltman noted the need for the City to locate those who have not remitted earned
income tax returns in the past and are currently are under the City’s radar.

Mr. Washington, representing the Reading School Board, noted the need to coordinate
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those efforts with the Reading School District, as their collection rate for property and
income tax collection falls at approximately 75%. He noted the need for the Reading
School District to close the 25% gap.

Ms. Weidel stated that in June Tax staff sent a file to Linebarger, contracted to collect
delinquent taxes, fines, and fees, information on residents who at one time submitted
an earned income tax return but failed to do so over current years. She stated that that
data reflects that approximately 5K-6K individuals have not submitted earned income
tax returns over the last three (3) years.

Mr. Washington stressed the need to include the Reading School District in these
conversations pertaining to delinquent taxes.

Mr. Waltman noted that expenses overall are higher than budgeted. Mr. Geffken
stated that the overage is primarily due to Fire overtime running $1M over budget.
Mr. Waltman noted the need to mitigate those costs now, rather than continue to wait
until the City begins planning for the 2011 budget.

Mr. Geffken noted that the budget-to-actual for revenues are trending favorably.

Projected 2010 Budget Projections

Mr. Geffken distributed a handout showing 2010 budget projections as of June 30t
2010 for revenues and expenditures. He stated that this data predicts that the City will
end 2010 with an approximate $1.6M deficit. He asked that further review of the
budget projections occur at the August Finance Committee meeting.

Tax Collection

Mr. Geffken distributed a handout pertaining to the Berks County Tax Collection
Committee, which is a result of the Governor’s approval of Act 32 mandating that each
County in the State, with the exception of Philadelphia and Allegheny counties have
one earned income tax collector. The mandate is effective January 1, 2012 and early
implementation is allowed. Each taxing jurisdiction is responsible for its weighted
share of the budget, which was determined by the DCED. The City’s weighted share
is 9.6% equal to approximately $5K. The City hopes to begin utilizing this collection
mechanism in 2011.

Unprogrammed CDBG Funds

Mr. Wright distributed a handout showing all 2009 CDBG allocations; spent and
unspent. He noted that the City’s CDBG allocation is historically received sometime
between April and June, annually, and HUD's first timeliness test falls in September.

Ms. Cieniewicz noted the difference between the City’s process for voucher and
spending, HUD'’s reimbursement process and the gap caused by outdated City
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policies.

Ms. Skimski provided some detailed example and explained that some of the
problems are caused by faulty documentation submitted by various vendors, such as,
contractors failure to document its payment of Bacon Davis wages.

Mr. Spencer and Mr. Acosta noted the need to approve the accountability and follow
up with all CDBG processing. Mr. Waltman noted that this conversation has occurred
before and noted the need for the CD Department to change its management of
projects.

Collection Update: Delinquent Miscellaneous Fines, Fees, and Taxes

Ms. Weidel reported that the Tax Department recently turned over all housing related
data. She stated that the City received $5K in June and $47K in July for delinquent Per
Capita collections. She noted that two-thirds (2/3) of that collected and remitted
needed to be provided to the Reading School District. She explained that the Per
Capita tax is $15 per year, per person over 18 years of age with $10 going to the
Reading School District and $5 dollars going to the City.

As no further business was brought forward the Finance Committee adjourned at
approximately 7: 08pm.

Respectfully submitted by Linda A. Kelleher CMC, City Clerk

FOLLOW-UP REQUIRED

e IT data cleansing update

e Collections report from Linebarger (EIT, housing permits, BPT, LST, Per Capita,
etc)

e Contract threshold for Council approval

e Finance reports, including cash management reports to be included in agenda
when distributed electronically

e Monthly CDBG Budget reports including unprogrammed funds, UDAG
payments and Section 108 Loans

e Report from committee to review and update City Snow Management Plan —
Sept.

e Update from economic development partners re improved marketing of City
properties and development initiatives

e 2010 Budget Projections and amendments



