


CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Fiduciary Fund Types

Trust and Agency Funds - Trust and agency funds are used to

account for assets held by the City in a trustee capacity or as
an  agent for individuals, private organizations, other
governments and/or other funds. These include expendable trust,
pension trust and agency funds. Pension trust funds are
accounted for in essentially the same manner as proprietary funds
since capital maintenance 1is the primary measurement focus,
Expendable trust funds are accounted for in essentially the same
manner as governmental funds. Agency funds are custodial in
nature (assets equal liabilities) and do not involve measurement
of results of operations.

Account Group

General Long—-term Debt - This account group 1is established to

account for all 1long-term obligations of the City, including
general obligation bonds, capital 1lease obligations, accrued
unfunded pension expense, and the noncurrent portion of accrued
compensated absences and workers' compensation expense.

Measurement Focus

All governmental funds and expendable trust funds are accounted
for on a spending or “financial flow" measurement focus.
Accordingly, only current assets and current liabilities are
generally included on their balance sheets. Their reported fund
balance (net current assets) 1s considered a measure of
"available spendable resources.” Governmental fund operating
statements present ' increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in
net current assets, Accordingly, these operating statements
present a summary of sources and uses of "available spendable
resources” during the year. Expenditure recognition for
governmental fund types is limited to exclude amounts represented
by noncurrent liabilities.

Proprietary funds and pension trust funds are accounted for on a
"capital maintenance” measurement focus. Accordingly, all assets
and all 1liabilities are included on their balance sheets, and
reported fund equity provides an indication of the economic net
worth of the fund. Operating statements for proprietary funds
and pension trust funds report increases (revenues) and decreases
(expenses) 1in total economic net worth.

(Continued)



CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Basis of Accounting

Governmental fund types, expendable trust funds and agency funds
use the modified accrual basis of accounting. Revenues are
recorded when they become susceptible to accrual, that is, both
measurable and available. Available means expected to be
collected within the next two months for property taxes and the
next 12 months for other revenues. Revenues not considered
available are recorded as deferred revenues.

In applying the susceptible to accrual concept to intergovern-
mental revenues, the legal and contractual requirements of the
numerous individual programs are used as guidance. There are,
however, essentially two types of these revenues. In one,
expenditures must be made for the specific purpose or project
before any amounts will be paid to the City; therefore, revenues
are recognized based upon the expenditures recorded. In the
other, receipts are virtually unrestricted as to purpose of
expenditure and are usually revocable only for failure to comply
with prescribed compliance requirements. These resources are
reflected as revenues at the time of receipt or earlier if the
susceptible to accrual criteria are met.

Revenues which have been treated as susceptible to accrual
include certain property taxes, federal and state revenues and
interest earnings. All other ‘revenues are recognized when
received in cash.

Expenditures are recorded when the liability is incurred if it is
expected to be paid within the next 12 months, except for
interest on general long~term obligations which is recorded when
due. Liabilities expected to be paid after 12 months are
recorded in the general long-term debt account group.

The financial statements of the proprietary fund type and the
pension trust funds are presented on the accrual basis of
accounting. Under this method of accounting, all revenues are
recorded when earned and expenses are recorded at the time
liabilities are incurred without regard to receipt or payment of
cash.

(Continued)

=20~




CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

E. Budgetary Data

1. General Budget Policies - As required by the Home Rule
Charter, the City follows these procedures in establishing
the budgetary data reflected in the financial statements:

a. On the second Monday of November preceding the
fiscal year, the Mayor presents to City Council an
operating budget and a capital budget for the
succeeding fiscal year.

b. Public hearings are conducted to obtain the advice
of other officials and citizens as part of the
preparation of both budgets.

c. Before the beginning of the fiscal year, City
Council adopts, by resolution, both budgets.

d. The adoption of the operating and capital budgets
constitutes an appropriation or setting apart of
funds from general resources of the City for
purposes set forth in the budgets.

e. City Council may amend, by resolution, the operating
budget within five weeks after the beginning of the
fiscal year but not thereafter except with the
approval of the Mayor. The capital budget may, by
resolution, be amended by Council at any time.

f. City Council at all times may, by resolution,
transfer funds from one account to another if the
total budget amount is not exceeded. No revision to
the budget may be made without City Council
approval. The operating budget shall, in any event,
remain balanced at all times.

g. The capital budget is based on a proposed six-year
capital program which must be updated each year and
submitted to Council by the Mayor at least 30 days
prior to the day the operating budget is submitted.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

h. Formal budgetary integration 1is employed as a
management control device for the General Fund,
Federal Revenue Sharing - Special Revenue Fund and
the Capital Projects Funds. Formal budgetary
integration is not employed for the Debt Service
Fund since effective budgetary control is
alternatively achieved through general obligation
bond indenture provisions, nor for the other Special
Revenue Funds since control 1s achieved through
grant provisions or legislative action. Budgets for
the Capital Projects Fund are prepared on a project
basis.

i. All budgets are prepared and controlled on a line
item Dbasis. For financial statement purposes,
budgets have been summarized on a departmental basis.

j. Appropriations lapse at year end. City Council can,
however, authorize, by resolution, the carryover of

appropriations to the following year.

Encumbrances - Encumbrance accounting, under which purchase
orders, contracts and other commitments for future expenditures
are recorded in order to reserve that portion of the applicable
appropriation, 1is employed in all governmental funds of the
City. Encumbrances outstanding at year end are reported as
reservations of fund balances since they do not constitute
expenditures or liabilities.

Budget Basis of Accounting - Budgets for the General and
Federal Revenue Sharing - Special Revenue Funds are adopted on
a cash basis. Budgets are not adopted for other Special
Revenue Funds. Accordingly, the Special Revenue Funds column
on the Combined Statement of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual Data on the Budgetary
Basis includes only the Federal Revenue Sharing Funds.
Encumbrances for purchase commitments are treated as
restrictions of available cash and not as expenditures.
Budgets in Capital Projects Funds are also adopted on a cash
basis, except that budgets for each project are adopted on a
project basis which may encompass a period longer than one
year. Accordingly, budgetary comparisons for Capital Projects
Funds have been omitted from the Combined Statement of
Revenues, Expenditures and Changes in Fund Balances - Budget
and Actual Data on the Budgetary Basis.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Investments

Investments in all funds are carried at cost, except for the
agency fund assets of the deferred compensation plan which are
carried at market. Short-term investments consist of direct
obligations of the U.S. government, certificates of deposit,
money market trust funds and repurchase agreements and are
recorded at cost or amortized cost plus accrued interest, which
approximates market value, The carrying value of Water and Sewer
Authority investments includes accrued interest.

Inventories

Inventories are valued at the lower of cost (first-in, first—out)
or market. Inventories in the General Fund, consisting of
expendable supplies held for consumption and materials necessary
for the maintenance and repair of the City's water purification
and distribution system, are accounted for using the consumption
method. General Fund inventories are equally offset by a fund
balance reserve to indicate that a portion of the fund balance is
not available for future expenditure.

Other Assets

Other assets consist of premium deposits with insurance companies
which are available to reduce future employee benefit expenses.

Fixed Assets

Records with respect to the historical cost of general fixed
assets and a comprehensive inventory of such assets are not
available. Consequently, a general fixed asset group of accounts
is not included in the accompanying financial statements.

The stadium complex and utility plant are stated at cost and
include all repairs that materially extend the 1life of the
property. All ordinary maintenance and repairs are charged to
current operations. The balance sheet does not include any value
for 1land conveyed by the URA to the Stadium Authority.
Depreciation has been provided over the estimated- useful lives of
the assets using the straight-line method. The estimated useful
life of the stadium complex is 40 years.

Generally accepted accounting principles prescribe that all such
expenditures be accounted for in the general fixed asset account
group and, accordingly, the failure to properly record such
assets is not in accordance with generally accepted accounting
principles.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financlal Statements

Enterprise Fund Bond Discount and Issue Costs

The Water and Sewer Authority amortizes bond discounts over the
lives of the related bonds using the interest method of
amortization. The unamortized portion 1s reflected on the
balance sheet as a reduction from the related bonds payable.

The Water and Sewer Authority defers and amortizes bond issue
costs, including remarketing fees, over the lives of the related
bonds. The Stadium Authority amortizes costs associated with the
issuance of long-term debt using the straight-line method over
the respective terms of the debt.

Compensated Absences

The City provides for compensated absences in the following
manner:

. Fourteen sick days are accumulated for those employees,
hired before the adoption of the insured sick leave plan in
1982, who have elected not to participate in the plan.
Since accumulated sick leave does not vest until retirement
it qualifies as severance pay and, therefore, does not nmeet
the recognition criteria of FASB Statement No. 43 and has
not been accrued by the City.

. Personal days are accumulated for all employees, except
firefighters, who were hired after the adoption of the
insured sick leave plan in 1982 or for those who were hired
before 1982 who have elected to participate in the plan.
Under the plan, authorized time off, which includes both
sick and personal days, is accumulated in accordance with
the criteria established 1in contracts with each of the
City's nine bargaining units and the City's policy for its
nonunion employees. Employees can accumulate up to nine
days (twelve days for police and emergency medical services
personnel) Dbefore the City reimburses them for the
additional days. The City has accrued an amount for
accumulated personal days, because the days vest as they are
earned and the vested amount is reasonably estimable.

. Vacation pay earned varies with job classification and years
of service and is accrued as a current 1liability in the
general fund to the extent that it will be liquidated with
expendable available resources. the noncurrent portion is
recorded in the general long-term debt account group.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Pensions

Pension cost for accounting purposes 1is computed in accordance
with Accounting Principles Board Opinion Number 8 (APB #8).
Reported expense 1is equal to normal cost plus amortization of
unfunded liabilities over 30 years. ©Periodic pension cost 1is
recognized as an expenditure in the general fund to the extent of
City contributions with any difference reported as an addition to
or deduction from accrued pension costs in the general long-term
debt account group.

Deferred Compensation Plan

The City of Pittsburgh offers its employees a deferred
compensation plan sponsored by the Allegheny League of
Municipalities created in accordance with Internal Revenue Code
Section 457. The plan, available to all City employees, permits
them to defer a portion of their salary until future years. The
deferred compensation is not available to employees until
termination, retirement, death or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property
and rights purchased with those amounts and all income
attributable to those amounts, property or rights are (until paid
or made available to the employee or other beneficiary) solely the
property and rights of the City (without being restricted to the
provisions of benefits under the plan), subject only to the claims
of the City's general creditors. Participants' rights under the
plan are equal to those of general creditors of the City in an
amount equal to the fair market value of the deferred account for
each participant.

It is the opinion of the City's legal counsel that the City has no
liability for losses under the plan but does have the duty of due
care that would be required of an ordinary prudent investor. The
City believes that it is unlikely that it will use the assets to
satisfy the claims of general creditors in the future.

The assets and liabilities of the deferred compensation plan are
accounted for in the City's agency funds.

Self-insurance Arrangements

The City is self-insured for purposes of workers' compensation
benefits. Provisions are recorded in the general fund for
benefits estimated to be payable from available spendable
financial resources. Amounts not payable currently are reported
in the general long-term debt account group; as noncurrent amounts
mature, they are liquidated from general fund resources.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

In order to qualify for and maintain self-insurance status, the
City must comply with certain Commonwealth of Pennsylvania
requirements. The requirements for 1987 are as follows:

. Maintain an irrevocable trust fund. The City's
contribution to the fund is determined annually 1in
negotiations with the Commonwealth of Pennsylvania
Department of Labor.

. Maintain a $5,000,000 surety bond.

. Establish 1iability reserves based upon expected future
payouts for all claims outstanding one year or more at the
end of any fiscal year.

Presently, the irrevocable trust may be used only in the event of
default by the City under the self-insurance regulations.
Accordingly, the fund balance in the Expendable Trust has been
reserved in the accompanying financial statements,

During 1987, the Water and Sewer Authority elected to become
self-insured for general liability coverage. Under the terms of
the July 1986 indenture, the Water and Sewer Authority established
a self-insured escrow fund to cover potential general liability
claims.

Enterprise Fund Operating Transfers

Annual operating transfers are made from the enterprise fund to
the general fund to assist in servicing the City's general
obligation indebtedness and to provide a fair return on the City's
general fixed assets dedicated to water operations.

Comparative Data

Comparative total data for the prior year have been presented in
the accompanying financial statements in order to provide an
understanding of changes in the City's financial position and
operations. Certain 1986 amounts have been reclassified to
conform to classifications adopted in 1987.

Total Columns on Combined Statements

Total columns on the Combined Statements are captioned Memorandum
Only to indicate that they are presented only to facilitate
financial analysis. Data 1in these columns do not present
financial position, results of operations or changes in financial
position 1in conformity with generally accepted accounting
principles, Such data are not comparable to a consolidation since
interfund eliminations have not been made in their aggregation.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

(2) Reconciliation of Generally Accepted Accounting Principles (GAAP) Basis to Budgetary Basis

The budget of the City is prepared differently from generally accepted accounting principles. The Combined Statement of Revenues,
Expenditures and Changes in Fund Balances - Budget and Actual Data on the Budgetary Basis - General and Special Revenue Fund Types
is reconciled below to the Combined Statement of Revenues, Expenditures and Changes in Fund Balances - All Governmental Fund Types
and Expendable Trust Funds presented on a GAAP basis:

Special
General Revenue
Fund Fund
Excess (deficiency) of revenues and other sources over expenditures and other uses - GAAP basis $ 9,118,763 (13,472,542)
Deficiency of revenues and other sources over expenditures and other uses attributable
to nonappropriated funds - 13,657,746
Revenues:
Decrease (increase) in revenues susceptible to accrual recorded when received
in cash on the budgetary basis (3,712,708) -
Reimbursements budgeted as revenues and recognized as a reduction of expenditures
on a GAAP basis 22,698,140 -
Refunds budgeted as expenditures and recognized as a reduction of revenues on a GAAP basis 836,378 -
Operating transfers budgeted as revenues 4,903,332 -
Equity transfers from Special Revenue budgeted as revenues 575, 600 -
Total : 25,300,742 -
Expenditures:
Increase (decrease) in expenditures recognized on a GAAP basis recorded when paid in cash
on the budgetary basis (4,437,632) (8,057)
Reimbursements budgeted as revenues and recognized as a reduction of expenditures
on a GAAP basis (22,698,140) -
Refunds budgeted as expenditures and recognized as a reduction of revenues on a GAAP basis (836,378) -
Capitalized lease not budgeted 1 977,234 -
Operating transfers budgeted as expenditures (34,985,215) -
Total (61,980,131) (8,057)
Other financing (sources) uses:
Capital lease obligation proceeds not budgeted (977,234) -
Operating transfers budgeted as revenues and expenditures 30,081,883 -
Increase in other financing sources susceptible to accrual, but recorded when
received in cash on the budgetary basis (292,452) -
Retirement of Stadium Authority advance (5,657,303) -
Total 23,154,894 -
Excess (deficiency) of revenues and other sources over expenditures and other
uses - budgetary basis $ (4,405,732) 177,147

(Continued)




CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

(3) Cash and Investments

Cash and investments of the City and its component units are classified
into three categories to give an indication of the level of risk
assumed at year end. Category 1 1includes investments insured or
registered or securities which are held by a City entity or its agent
in the City's name. Category 2 1includes uninsured and unregistered
investments with the securities held by the counterparty's trust
department or agent in the City's name. Category 3 includes uninsured
and unregistered 1investments with the securities held by the
counterparty or by its trust department or agent but not in the City's
name.

The City's deposits and investments are subject to varying investment
policies and custodial arrangements. Responsibility for deposits and
investments as of December 31, 1987 is as follows:

Cash and Bonds
short-term Restricted payable,
investments Investments assets net

City Treasurer (most

governmental, expendable

trust and agency funds) §$ 121,689,523 2,087,808 - -
Equipment Leasing Authority

(special revenue and

debt service funds) 13,154,801 - - -
Enterprise Funds:

Water and Sewer Authority:

Cash and short-term

investments 4,008,000 - - -
Trusteed and restricted

funds, net - - 177,540,000 -
July 1986 escrow fund,

net - - - 229,133,000

Stadium Authority:
Cash and short-term
investments 54,775 1,103,000 - -
Trusteed and restricted
funds, net - - 1,093,747 -
Pension Trust Funds 27,817,587 34,835,690 - -
Deferred Compensation Plan - 6,955,837 - -
$ 166,724,686 44,982,335 178,633,747 229,133,000

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Governmental Funds, Expendable Trust Funds and Agency Funds

Cash balances available for investment by most City funds are

maintained in pooled bank and investment accounts to improve
investment opportunities. Income from investment of pooled cash

is recorded in the general fund. Certain unrestricted and
restricted cash and short-term investment balances in the
accompanying combined balance sheet represent the undivided
interest of each respective fund in the pooled accounts.

Under the Pittsburgh City Code, the Director of Finance 1is
responsible for the overall management of the investment
program. Policies established by the Director of Finance permit
the City to invest in the following:

1. U.S. Treasury Securities (bills, notes, bonds).

2. Obligations of specific agencies of the federal
government where principal and interest is guaranteed by
the U.S. government. ’

3. Fully insured or collateralized certificates of deposit
at commercial banks and savings and loan associations
accepted as depository institutions under the Pittsburgh
City Code.

4. Money market mutual funds authorized by City Council
whose portfolio consists of government securities issued
by the U.S. government and that are fully guaranteed as
to principal and interest.

5. Local government investment pools and or trusts as
approved by the state legislature or City Council from
time to time.

6. Repurchase agreements collateralized by U.S. Treasury
Securities and marked to market. In order to
participate in the repurchase agreement market, a
depository must execute a master repurchase agreement
contract with the City.

(Continued)
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Notes to Financial Statements

To ensure adequate liquidity, at least 10% but no more than 40%
of the portfolio shall be in overnight repurchase agreements,
money market funds or other secure and liquid forms of acceptable
investments. Unless specifically matched to a cash flow, at
least 20% of the portfolio shall mature within 91 days with the
maximum maturity of any investment to be no longer than one year
from the date of purchase unless specifically approved in writing
by the Director of Finance.

The carrying amount of all investments and uninvested cash
balances under the control of the City Treasurer at December 31,

1987 is presented in the accompanying table.
are predominantly short-term investments.

Underlying balances

Category Carrying
1 2 3 amount
Cash $ 6,092,399 - - 6,092,399
Certificates of
deposit 102,471,000 ~ - 102,471,000
Deposits 108,563,399 - - 108,563,399
Repurchase agreements - - 9,875,000 9,875,000
Money market trust
funds - 3,018,700 - 3,018,700
U.S. government and
agency obligations - 232,424 - 232,424
Cash and
short-term
investments 108,563,399 3,251,124 9,875,000, 121,689,523
U.S. government and
agency obligations 144,000 1,693,808 - 1,837,808
Certificates of deposit
(with maturities in
excess of one
year) 250,000 - - 250,000
Investments 394,000 1,693,808 - 2,087,808
$ 108,957,399 4,944,932 9,875,000 123,777,331

Cost approximates market for all of the foregoing investments,
and all short-term investments mature within one year.

-30-
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

The City's cash and certificates of deposit at year end were
entirely covered by federal depository insurance or by collateral
held by the financial 1institutions' trust departments or
custodial agents for the benefit of the City. Certificates of
deposit and time accounts are fully collateralized pursuant to
agreements with substantially all participating financial
institutions to pledge assets on a pooled basis to secure public

deposits according to Act No.

Pennsylvania, August 6, 1971.

The City maintains compensating balances with its

banks to offset specific charges

services.

Equipment Leasing Authority

Trust 1indentures authorize the

invest in obligations of the

72 of the Commonwealth of

depository
for check clearing and other

Equipment Leasing Authority to

U.S. government; repurchase

agreements for government obligations; and certificates of

deposit, fully insured or collateralized.

Throughout the year

ended December 31, 1987, the Equipment Leasing Authority invested
its funds in one or more of the above authorized investments.

The cost of all investments and uninvested

cash balances at

December 31, 1987 for the funds of the Equipment Leasing
Authority 1included in special revenue funds and debt service
funds 1is presented 1in the accompanying table. Underlying
balances are predominantly short-term investments.
Total
Category carrying
1 2 3 amount
Cash $ 239,703 - - 239,703
Certificates of :
deposit - 1,956,268 - 1,956,268
Deposits 239,703 1,956,268 - 2,195,971
Money market trust
funds - 6,752,280 - 6,752,280
U.S. government
obligations - 4,206,550 - 4,206,550
Cash and
short-term
investments $ 239,703 12,915,098 - 13,154,801

Cost approximates market for all of the foregoing investments,
and all investments mature within one year.
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Enterprise Funds

The trust indentures authorize the Water and Sewer Authority to
invest 1in obligations of the U.S. Treasury, agencies and
instrumentalities; certificates of deposit, fully insured or
collateralized; commercial paper of the highest rating; and
repurchase agreements. Throughout the year ended December 31,
1987, the Water and Sewer Authority invested its funds in one or
more of the above authorized investments.

At year end, the amount of the Water and Sewer Authority's
deposits totaled $93,608,000 at carrying value (which equals
market), of which $90,533,000 represents certificates of deposit
and $3,075,000 represents demand deposits. The Water and Sewer
Authority's deposits, held by a bank as trustee, were entirely
covered by federal depository insurance or by collateral (on a
pooled basis by participating financial institutions in
accordance with Act No. 72 of the Commonwealth of Pennsylvania)
throughout the year and at year end. The financial institutions
certify that the securities pledged as collateral against public
funds would be available to the trustee and other public bodies
to indemnify them against any loss in the event of default by the
institution. Under the provisions of GASB Statement Number 3,
all of the Authority's deposits are considered to be insured or
otherwise collateralized.

The Water and Sewer Authority's investments are categorized below
to give an indication of the level of risk assumed by the entity

at year end.

(in thousands)

Category Carrying Market

1 2 3 amount value
Repurchase agreements $ - 23,252 - 23,252 23,252

U.S. government
securities - 282,887 - 282,887 283,013
Commercial paper - 13,982 - 13,982 13,982
Total invest-

ments $ - 320,121 - 320,121 320,247

The repurchase agreements and underlying securities, U.S.
government securities, and commercial paper are held in the
counterparty's trust department's (bank's) name. The bank acts
as trustee and custodian for the bondholders and, in 1its
accounting records, holds the securities in the Water and Sewer
Authority's name in trust for the bondholders. U.S. government
securities are held in the Federal Reserve book entry system.
The commercial paper 1is from General Motors Acceptance Corp. and
is not insured.

(Continued)
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Amounts reported in the accompanying statements have been reduced
by net interest payable of $3,048,000.
The deposits and investments of the Stadium Authority were not

classified into these categories 1In 1its separately issued
financial statements, which were examined by other auditors.

Pension Trust

The pension trust funds, whose deposits and investments are held
separately from those of the City, are assigned to professional
money managers that specialize in certain types of investments.
The investment alternatives of these money managers are generally
restricted to those in which they specialize.

 Cash and investments of the pension trust funds at December 31,

1987 were comprised of the following:

Category Carrying Market
1 2 3 amount value
Cash and cash
equivalents $ 1,148,981 15,005,081 - 16,154,062 16,154,062
Certificate
account 10,113,000 - - 10,113,000 10,113,000
Repurchase
agreements - - 1,515,000 1,515,000 1,515,000
Money market trust
funds - 35,525 - 35,525 35,525
Cash and
short-term
investments 11,261,981 15,040,606 1,515,000 27,817,587 27,817,587
Preferred and common
stocks - 11,641,788 - 11,641,788 9,354,276
U.S. government
and agency
obligations - 20,965,902 - 20,965,902 21,117,339
Corporate and other
obligations - 2,228,000 - 2,228,000 1,981,000
Investments - 34,835,690 - 34,835,690 32,452,615
$ 11,261,981 49,876,296 1,515,000 62,653,277 60,270,203

E. Deferred Compensation Plan

The City participates in a deferred compensation plan sponsored by
the Allegheny League of Municipalities.

The associated assets are

held in pooled accounts and, therefore, have not been classified.

(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Financial Statements

Restricted Assets

Certain restricted accounts have been created by the Stadium Authority as
a result of the governing trust indentures and by Board of Directors'
resolutions. The following is a summary of restricted assets as of

March 31, 1987:

Accounts Other

Cash Investments receivable assets Total
Clearing $ 101 483,906 - 811,411 1,295,418
Lounge box financing - - - 16,838 16,838
Lounge box notes 101 73,563 821,675 - 895,339
Medallion pledge 101 139,949 345,756 - 485,806
Parking routine
maintenance 2,833 - - - 2,833
Parking nonroutine
maintenance 35,240 - 4,397 - 39,637
Maintenance 953 357,000 117,229 - 475,182
Total $ 39,329 1,054,418 1,289,057 828,249 3,211,053

During 1982, the Stadium Authority sold 15 corporate medallions. The
money received from the sale of the medallions will consist of annual
payments made by corporations of $100,000 for ten years for the right
to place advertising on the medallions. Included 1in restricted
accounts receivable is $368,000 representing the pro-rata revenue
portion of the 1986 annual medallion payments.

Also included 1in restricted accounts receivable is $821,675 which
represents the unpaid balance for the purchase or remodeling of lounge
boxes. The purchasers are to make quarterly payments ranging from
$2,800 to $3,800 per box to the Stadium Authority for a period of seven
yvears. Proceeds from these receivables are pledged on the Authority's
notes payable. No allowance for uncollectibles is considered necessary.

Property Tax

The City has the power to levy and collect ad valorem taxes on all taxable
real estate within its boundaries. Real estate 1is assessed by the
Board of Property Assessment, Appeals and Review of the County of
Allegheny pursuant to the terms of the General County Assessment Law
and the Second Class County Assessment Law, which require property to
be assessed at actual market value. In practice, property is assessed
by the Board at 25% of fair market value. All real property in the
County 1s required to be reassessed annually.

(Continued)
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Two tax levies, based on separate rates for land and buildings, are
made annually on January 1 and collected by the City. Taxes are
payable quarterly, but 1if paid in the wmonth of January, a 2%
discount is permitted. If a quarterly payment is not made by the
last day of the calendar quarter, a penalty of 1/2% per month,
plus interest at the rate of 17 per month, is imposed on the
balance of the tax due for the year.

Properties with delinquent taxes or water and sewage charges are
subject to Treasurer's sales, which are held with respect to
properties for which taxes or charges are delinquent one year or
more. Delinquent taxes may be liened up to three years after the
levy date.

The City provides programs of tax abatement for new construction and
rehabilitation of residential and commercial/industrial properties
pursuant to Commonwealth legislative authority. The residential
abatement program provides for the abatement of taxes for a period
of three years on the increased assessment attributable to new
construction or rehabilitation up to an annually indexed average
housing construction cost ceiling. The City makes tax abatements
available for commercial/industrial properties for the assessment
increase attributable to new construction or rehabilitation. The
ceiling on the value of construction eligible for abatement under
this program is $50,000. The abatement is available for a period
of three years from the date of issuance of the building permit
for the construction or rehabilitation.

(6) Property, Plant and Equipment

A summary of enterpriée fund property, plant and equipment at
December 31, 1987 follows:

Stadium complex $ 50,776,016
Utility plant 24,744,000
Nonutility plant 1,037,000
Construction in progress (utility plant) 24,950,000
Total 101,507,016
Less: accumulated depreciation 16,690,915
Net $ 84,816,101
(Continued)
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(7) Pension Plans

In accordance with the Municipal Pension Plan Funding Standard and
Recovery Act of 1984 (Act 205), the City established the Comprehensive
Municipal Pension Trust Fund Board (Comprehensive Board) in August
1987. The Board's purpose is to oversee the activities of the City's
pension plans and to assume responsibility for receiving and investing
the City's pension assets.

The City has three defined benefit pension plans (Municipal, Police and
Fire) which are administered by pension boards, the majority of whose
members are elected by the employees. The Police and the Fire plans
cover all employees of the Bureau of Police and the Bureau of Fire,
respectively. Each full-time employee not covered under either the
Police or Fire plan is required to join the Municipal plan after
serving a 90-day probationary period.

Employees in the Police and Fire plans are required to contribute to the
plans at the rate of 6% of their monthly salary, plus $1.00 per month.
Employees in the Municipal plan contribute 5% of their monthly salary.

Commonwealth contributions are determined under Act 205. The City
qualifies as a severely distressed municipality and is eligible for the
maximum remedies available under Act 205. To qualify, the City 1is
required to fund an amount equal to normal cost and the amortization
payment required to eliminate the unfunded 1liability over a 40-year
period less any member contributions.

In 1982, the City legislated changes in its funding policy to gradually
move from pay-as-you-go funding to funding based on amounts accrued.
Police and Fire employees hired after December 31, 1981 have been
separately classified within their respective plans, and annual
contributions are being made to fund on a current basis the benefits
available to such employees. In 1976, a similar legislation modified
the Municipal plan for participants hired after January 1, 1975. For
these groups of employees, there are no prior service costs under the
actuarial method used. The contribution amounts required by City
legislation are restricted for the benefit of members hired after the
aforementioned dates, however, the contribution may be applied against
the City's funding obligations under Act 205. 1In addition, the City
funds the amount required to pay current benefits to retirees and
related operating expenses, less the aforementioned employee and state
contributions.

(Continued)
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The most recent actuarial reports disclosed the following information with
respect to the plans as of January 1, 1987 (in thousands):

Municipal Police Fire
Actuarial present value of
accumulated plan benefits:
Vested $ 134,297 134,388 102,332
Nonvested 15,853 41,366 24,830
Total $ 150,150 175,754 127,162
Assumed rate of return used in
actuarial calculations 7.5% 7.5% 7.5%
Assets available for benefits $ 34,294 3,361 2,760
Contributions required in 1987 by:
City legislation $ 12,588 8,164 6,066
Act 205 $ 7,924 10,961 7,888

The following 1is a summary of contributions by participants, the
Commonwealth and the City:

Year ended December 31, 1987

Source of Comprehensive Retirees'
contribution Board Municipal Police Fire Trust Total
Participants $ 1,731,348 1,806,271 1,444,411 1,531,496 - 6,513,526
Commonwealth 16,616,874 - - - - 16,616,874
City 7,534 8,016,667 4,617,457 3,282,009 477,710 16,401,377

Total $ 18,355,756 9,822,938 6,061,868 4,813,505 477,710 39,531,777

Net pension cost for 1987 was $24,115,377 of which $16,401,377 was
recorded in the General Fund with the balance of $7,714,000 recorded
in the General Long-term Debt Account Group.

(Continued)
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(8) Long—term Debt

CITY OF PITTSBURGH, PENNSYLVANIA

Notes to Filnancial Statements

The maximum amount payable for future maturities of bond principal and interest on general long~term debt at
December 31, 1987 and changes in bond principal for the year then ended are summarized below:

Council and Public Election General
Obligation Bonds:

Nineteen general obligation bond
issues with rates ranging from
4.25% to 8.40%. The bonds are
payable from general revenues:

1987
1988
1989
1990
1991
1992
1993-1997
1998-2002
2003-2007
2008-2012
2013-2014

Totals

_8€-

Principal

Outstanding

at December 31,

Bonds paid
or defeased

Bonds issued

Outstanding

at December 31,

1986 during 1987 during 1987 1987
$ 12,445,000 12,445,000 - -

9,740,000 - - 9,740,000
9,875,000 - - 9,875,000
11, 660, 000 - - 11,660,000
12,940,000 - - 12,940,000
13,230,000 - - 13,230,000
67,705,000 - - 67,705,000
72,875,000 - - 72,875,000
93,310,000 - - 93,310,000
42,500,000 - - 42,500,000
20,905, 000 - - 20,905,000
367,185,000 12,445,000 - 354,740,000
(Continued)

Interest

22,785,095
22,219,742
21,569,901
21,596,914
20,741,844
89,585,460
64,958,691
35,360,625
12,952,500

1,273,050
313,043,822
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Principal
Outstanding Bonds paid Outstanding
at December 31, or defeased Bonds issued at December 31,
1986 during 1987 during 1987 1987 Interest
Equipment Leasing Authority Revenue Bonds:
One revenue bond issue with interest
rates ranging from 5.25% to 6.5%, one
bond issue with an interest ceiling of
7.5% and two bond issues with an
interest ceiling of 9.5%. The bonds
are payable from general resources
transferred from the General Fund:
1987 $ 10,330,000 10, 330, 000 - - -
1988 6,930,000 - - 6,930,000 1,703,938
1989 1,770,000 - - 1,770,000 1,189,563
1990 8,205,000 - - 8,205,000 1,059,343
! 1991 2,050,000 - - 2,050,000 316,831
e 1992 2,215,000 - - 2,215,000 156,175
' Totals 31,500,000 10,330,000 - 21,170,000 4,425,850
Auditorium Authority Revenue Bonds:
Two bond issues with fixed interest
rates ranging from 5.875%4 to 11.00%.
The City's share of debt service on
these bonds is payable from general
revenues:
1987 287,500 287,500 - - -
1988 305,000 - - 305,000 834,339
1989 330,000 - - 330,000 812,155
1990 355,000 - - 355,000 786,649
1991 382,500 - - 382,500 758,281
1992 412,500 - - 412,500 726,687
1993-1997 2,675,000 - - 2,675,000 3,010,919
1998-2002 2,622,500 - - 2,622,500 1,594,835
2003-2006 2,115,000 - = 2,115,000 497,250
Totals 9,485,000 287,500 - 9,197,500 9,021,115
General Long-term Debt Account Group $ 408,170,000 23,062,500 - 385,107,500 326,490,786
(Continued)






