August 18, 2014 FINANCE COMMITTEE MEETING

EXECUTIVE SUMMARY

Agenda Item
UGI Meters

Recycling Fund
Escrow

Recovery Plan
Amendment

Budget

Charter Board Budget

Penn Sq Properties

Action
Managing Director to prepare position paper on relocation of
UGI Meters. Additional Community Meetings for educational
purposes required.

Adm Services Director to work with Law to define policy in
writing — review at August meeting - Incomplete

Discussion delayed until PFM has the stratified 5 year financial
plan

Define Budget Review Schedule and Process

Referred to COW

Committee recommendation to rebid the properties individually




CITY COUNCIL

Finance Committee

Meeting Report
Monday, August 18, 2014

Committee Members Attending: M. Goodman-Hinnershitz, J. Waltman, D. Reed

Others Attending: D. Cituk, C. Younger, C. Zale, L. Kelleher, M. Bembenick, C. Snyder, B.
Rivera, F. Denbowski

Ms. Goodman-Hinnershitz called the Finance Committee meeting to order at approximately 5

pm.

L Legislative Review

o Act47 Amendment
Ms. Snyder stated that PFM is continuing to work on this and meeting with departments
and individuals to obtain input on new initiatives. A meeting is being developed with

Recycling to modify that component of the amendment. There will be a town hall
meeting at Reading Area Community College (RACC) in which Mr. Mann will speak to
the public regarding what is expected to happen in 2015. There will be an opportunity to
review and comment on the Recovery Plan.

Ms. Goodman-Hinnershitz voiced her concern that when the topic of the meeting was
changed from water to the Recovery Plan that Council was not consulted about their
ability to attend. She and others will not be able to attend this event and she questioned
why this has become a public hearing.

Mr. Waltman responded that it is not a public hearing and that his major concern is the
lack of a stratified five (5) year financial plan so the amendment process can begin.

Ms. Snyder stated that originally Mr. Mann was asked to speak about the monetization of
the water asset and the proposed use of a large upfront payment. However, with the



conclusion of the water lease agreement without a large upfront payment, the mayor
asked Mr. Mann to speak about the City’s financial picture.

Ms. Goodman-Hinnershitz requested that no chairs be set up specifically for council
members at this meeting as members may not be able to attend as was done at the May
meeting at RACC.

Ms. Snyder agreed and Mr. Denbowski agreed to follow up. She stated that she will ask
Mr. Mann for a timeline for the stratified financial plan on Thursday when they are
scheduled to meet. Ms. Goodman-Hinnershitz agreed saying there is a definite need to
apprise the public with a time frame for this amendment.

Mr. Waltman stated that the Recovery plan cannot just be a spending plan. There is a need
to address legacy issues such as the pension which PFM should be assertively attacking.

Mr. Waltman stated that the City needs to lower its tax rates and rates in general. He
pointed out that as the City’s tax rates on property and income increased people sold their
properties and moved out. He also noted the amount of untaxed income in the City. He
stated that City taxpayers are expected to pay for themselves and for those with un-
taxable income.

Mr. Waltman stated that many areas need further review during the budget process such
as the Property Maintenance Division (PMD). Millions of dollars are directed to PMD;
however, visible results are virtually non-existent. He cited the 300 block of South 5t
Street as an example, noting how drastically that area has deteriorated, which is simply
unacceptable. He also noted the amount of down time of fire fighters and their ability to
do more when on the clock.

Ms. Goodman-Hinnershitz countered that the Police Department has excelled under a 40
officer reduction. This reduction caused the Chief to expend resources in a different
manner. She congratulated the Chief and officers for their effort to reduce crime with a
reduction in staffing.

Ms. Snyder stated that under the City’s $80M budget, only $15M is left after the City pays
for pensions, debt service, police and fire.

Mr. Waltman reiterated that City taxpayers pay twice; for themselves and for those who
live tax free. He noted that this will be a difficult budget process.

Charter Board
Ms. Kelleher stated that the Charter Board is requesting an additional $95,000 to cover



anticipated activities through the end of 2014. She noted that there is no guarantee that
the entire sum will be used.

Mr. Waltman noted the need to amend the Charter Board ordinance to place limits on
Charter Board expenditures and the Charter Board’s jurisdiction. Ms. Kelleher noted that
both of those amendments would require referendum approval. She added that the
mediation process suggested by the mayor’s office would also require referendum
approval.

Mr. Waltman noted the exorbitant amount of money expended by both sides during the
2012 Charter Board complaints.

Ms. Goodman-Hinnershitz stated that there is a need to know what is being proposed and
what changes need to be made. She believes this should be a discussion that includes all
members of Council so it should be addressed at a Committee of the Whole meeting. She
questioned if Law has enough funding in place to cover 2014 legal expenses. Mr Younger
responded that a fund transfer request may be needed as the incoming bills are higher
than projected.

Mr. Younger stated that slim majority of voters approved the referendum to create the
Charter Board. He noted that no other similar board exists in Pennsylvania.

Ms. Goodman-Hinnershitz suggested covering this issue in a COW setting.

Penn Square Properties — Cash Position

Ms. Snyder stated that there is nothing further to report on this subject because Our City
Reading (OCR) has not responded. She stated that internal discussions have taken place
and a resolution is expected to be presented sometime within the next week. She stated
that the mayor and Mr. Agudo have reached out to OCR. She expressed concern with the
City’s ability to financially carry these buildings until they are developed as the funding is
close to being exhausted. She explained that UDAG proceeds were generated when CNA
paid off their UDAG loan to acquire and maintain this property. After the purchase of the
five (5) properties in the 400 block of Penn Street, approximately $500K remained to cover
the carrying costs such as the stabilization of the occupied areas and one (1) year of
maintenance. However, that year is nearly up.

Ms. Reed questioned if there is an option to re-bid the project and to offer the buildings
separately, rather than as a package.

Ms. Snyder responded that buildings one and two should not be separated as they have a
common heating system; however, buildings 3, 4 and 5 can be separated and that will be



explored.

Mr. Waltman reiterated about the importance of finding those who want to invest in our
City and the importance of the City to take the position of strength, rather than weakness.
Ms. Goodman-Hinnershitz agreed further stating that, factually, more people are visiting
the downtown area more frequently.

Ms. Snyder stated that both Mr. Shuman and Mr. Boscov stated that restaurants and
shopping venues will be filled once people feel safe.

Mr. Waltman stated that there can be all the plans in the world but if there is no clear
vision, nothing will come to fruition. Mr. Waltman questioned the planning and progress
made by the Main Street Board and working committees.

Ms. Reed noted that the attitude of the mayor’s office caused the volunteers who care for
the Penn Street plantings to walk away from the project. She stated that no other group
has or will step in to take over.

The group discussed the need to change the face of the downtown and the need to discuss
planning for the downtown in a different venue.

II. 2015 Budget

Define budget review process and establish preliminary schedule

Mr. Bembenick stated that this will be a challenging budget year and due to this, the
budget will not be submitted in early September. However, the budget will be submitted
by the last week in September. He noted the need for the Revenue Committee to begin
meeting.

The group agreed to hold a Revenue Committee meeting on Wednesday, August 27* at 5
pm.

Ms. Snyder inquired about Council’s desire to examine all departments individually with
department heads presenting in-depth reports.

Ms. Reed expressed the belief that that was unnecessary and that a report through the
administration would suffice. All present agreed.

Ms. Goodman-Hinnershitz suggested that some in-depth review would be required. She
noted the need to consider the staffing in the Public Works area that attends to the
maintenance of City property, as their inability to properly manage the maintenance of



City owned property reflects poorly on the City and causes broader problems.

Amount of Cash in Reserve
Mr. Waltman noted the need to determine the amount of actual cash in the reserve that
can be accessed over a period of 2-3 days.

Mr. Bembenick responded that PFM is using 2012 external audit figure of $14M for the
Recovery Plan amendment. He noted that the cash area is composed of various cash and
non-cash items such as receivables, billables, etc. He explained while $12M would be a
safe figure to use, he would prefer using $10M which includes the reduction of the $2M
currently in the contingency fund. He explained that the contingency fund holds $2M to
cover recycling expenses if the current litigation determines that the City cannot bill for
recycling services.

Mr. Waltman and Mr. Bembenick agreed that it will be necessary to use some of the
reserve to balance the 2015 budget.

III. 2013 External Audit

Mr. Cituk stated that on Tuesday, August 26, the City of Reading will be getting a draft
2013 audit. On Monday, September 22 a presentation of the final audit will be made
with a Q & A session for council. He estimates a positive fund balance. He also noted the
need to organize an Audit Committee meeting.

Mr. Cituk explained that the cause of the delay stems from the delay in receiving the
RAWA and Redevelopment Authority external audits. He thanked Ms. Kelleher for
remembering to include a delivery date in the recent amendment to the water lease
agreement.

Mr. Cituk stated that the contract with Herbein & Co. for external audit services is
expiring and he noted the need to go through the RFP process. He stated that the Audit
Committee will be invited to participate in the review and interview processes.

Mr. Cituk reviewed the capital expenditures for the Wastewater Treatment Plant. As of
June 30, 2014, $42,242,401.91 was expended. The report contains details about the
amounts paid out to each vendor.

IV. Review Financial Reports
Mr. Zale stated that while the City currently has a surplus, the MMO payment for 2014 is

not made until the end of the year. He stated that 92% of budgeted property tax (not the
total amount of property tax due and billed) has been received. The Fire and Police



budgets continue to be a concern, especially Fire overtime. EIT is $438K over budget
projections; however, Prior Year EIT is underperforming.

Mr. Zale stated that the City’s Cash Flow is at $30M, Recycling has not yet reimbursed the
amount loaned and the Contingency Fund hasn’t been touched. He noted that the bond
rating has not changed. The current headcount is less than that budgeted.

Ms. Goodman-Hinnershitz asked how other Act 47 cities compare to us in terms of bond
rating. Mr. Zale responded that the bond rating of cities varies. He noted that Pittsburgh
recently received a single A rating.

Mr. Bembenick stated that revenues from EMS and Fire need to be reviewed for the
remainder of the year and decisions will be required on staffing due to the expiration of
the SAFER Grant. The SAFER Grant allowed the City to add a medic truck. The City will
need to see if the additional truck was cost neutral.

Ms. Goodman-Hinnershitz adjourned the meeting at approximately 6:30pm.
Respectfully submitted by

Linda A. Kelleher CMC, City Clerk
Bea Rivera, Legislative Aide



