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OVERVIEW

This is the third quarterly report of the City of Pittsburgh for 2014, issued pursuant to Act 11 of
2004 and the Cooperation Agreement between the City of Pittsburgh and the Intergovernmental
Cooperation Authority for Cities of the Second Class (ICA). This report is also intended to
fulfill the reporting requirements of the revised and adopted Municipalities Financial Recovery
Act Recovery Plan for the City of Pittsburgh dated June 24, 2014. This report covers the third
quarter of the City’s 2014 fiscal year, for the period of July 1, 2014 through September 30, 2014.

Certain material presented herein has been provided by the various City departments, bureaus,
boards and commissions, as well as the Office of the City Controller. All of the information
included herein is unaudited and is subject to future amendment or correction. All revenue and
expenditure information is presented on a cash basis.

The City’s third quarter financial results and projections for the balance of the fiscal year
forecast that the City will end the year with revenues below budget by $2.1 million, and
expenditures under the final budget (adopted budget with prior year encumbrances) by $12
million, or 2.4 percent. The projected net operating balance for 2014 is $7.9 million.
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REVENUE RESULTS AND PROJECTIONS

Budget Year 2014 — Revenue Summary:

Current year revenue collections, through the third quarter of 2014, total $387,968,881. This
represents 79.5% of total revenues budgeted in fiscal year 2014. The City of Pittsburgh projects
year-end revenue collections to total $485,975,455. With a total budget of $488,062,322,
projected collections are expected to be $2,086,867 below planned revenues.

Third Quarter Year-to-Date

Collections Collections

Real Estate Taxes $10,063,923 $119,220,590
Other Taxes ($5,702) $424
Amusement Tax $6,563,034 $12,477,572
Earned Income Tax $19,993,942 $64,411,688
Deed Transfer Tax $5,778,871 $15,386,623
Parking Tax $13,118,541 $37,877,767
Institution and Service Privilege Tax $309 $477,393
Facility Usage Fee $1,454,007 $3,025,264
Payroll Preparation Tax $13,063,982 $43,126,103
Local Service Tax $3,440,987 $10,574,373
Public Service Privilege $614,480 $648,477
Act 77 - Tax Relief $4,344,320 $8,041,212
License and Permit $3,004,458 $7,795,345
Charges for Services $6,137,162 $18,539,467
Fines and Forfeits $2,001,990 $6,466,116
Intergovernmental $21,323,857 $30,379,973
Investment Earnings $59,677 $99,067
Non-Profit Payment for Services $198,357 $2,319,207
Miscellaneous $220 $2,220
Fund Balance - $7,100,000
Total Revenues $111,156,414 $387,968,881
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Current Vs. Prior Year Revenue Collections (Third Quarter):

For the third quarter of 2014, the City of Pittsburgh collected $111,156,414 in revenues. This
represents 22.8% of budgeted revenues for 2014.

Total 2014 third quarter revenues fall below those collected in 2013 by $16.6 million. Major
differences from prior year collections include significantly lower collections in Real Estate
Taxes, Deed Transfer Tax, Fines and Forfeitures, and Intergovernmental Revenues. Despite this,
2014 third quarter collections from Parking Tax, and Public Service Privilege significantly
exceeded those collected in 2013.

Third Quarter Revenues Collections: 2013 - 2014
2013 2014 Difference
Real Estate Taxes $13,722,062 $10,063,923 ($3,658,139)
Other Taxes $7,861 ($5,702) ($13,563)
Amusement Tax $6,864,538 $6,563,034 ($301,504)
Earned Income Tax $20,288,691 $19,993,942 ($294,749)
Deed Transfer Tax $9,522,062 $5,778,871 ($3,743,191)
Parking Tax $12,617,613 $13,118,541 $500,928
Institution and Service Privilege Tax $11,726 $309 ($11,417)
Facility Usage Fee $1,339,685 $1,454,007 $114,322
Payroll Preparation Tax $13,289,429 $13,063,982 ($225,447)
Local Service Tax $3,385,719 $3,440,987 $55,268
Public Service Privilege $46,686 $614,480 $567,794
Act 77 - Tax Relief $3,929,994 $4,344,320 $414,326
License and Permit $2,943,482 $3,004,458 $60,976
Charges for Services $5,449,047 $6,137,162 $688,115
Fines and Forfeits $3,594,166 $2,001,990 ($1,592,176)
Intergovernmental $30,418,964 $21,323,857 ($9,095,107)
Investment Earnings $21,419 $59,677 $38,258
Non-Profit Payment for Services $169,176 $198,357 $29,181
Miscellaneous $93,630 $220 ($93,410)
Total Revenues $127,715,950 $111,156,414 ($16,559,535)

Real Estate Taxes continue to suffer from adjustments, appeals, and refunds resulting from the
County-administered reassessment ordered by Judge R. Stanton Wettick. Together, these three
influences continue to adversely affect collections. The variance between collections for Fines
and Forfeitures from 2013 to 2014 can be partially explained by decreased collections in parking
fines. Due to higher compliance rates, as a result of the newly installed meter system throughout
the city, revenues have fallen from those witnessed in fiscal year 2013.  Lastly,
Intergovernmental Revenue collections are significantly below those reported in 2013 partly due
to not realizing revenues distributed from the Intergovernmental Cooperation Authority for the
City’s share of the 2% slot revenues from the Rivers Casino.
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Projected Revenues Vs. Total Budget:

End of year projected revenues are expected to total $485,975,455, ending the year $2,086,867
lower than the $488,062,322 figure budgeted for 2014.

Year-End Projected Revenues Vs. Budget
I;ro;ected Budget Difference
evenues
Real Estate Taxes $123,021,531 $128,770,493 ($5,748,962)
Other Taxes $1,353 $49,701 ($48,348)
Amusement Tax $14,370,216 $12,960,680 $1,409,536
Earned Income Tax $85,521,334 $83,404,036 $2,117,298
Deed Transfer Tax $19,088,731 $17,831,723 $1,257,008
Parking Tax $50,873,510 $50,939,624 ($66,114)
Institution and Service Privilege Tax $478,720 $500,074 ($21,354)
Facility Usage Fee $4,587,894 $3,748,846 $839,048
Payroll Preparation Tax $56,107,769 $55,759,350 $348,419
Local Service Tax $13,766,891 $14,054,835 ($287,944)
Public Service Privilege $757,272 $1,221,664 ($464,392)
Act 77 - Tax Relief $13,079,735 $12,637,156 $442,579
License and Permit $9,627,563 $9,056,204 $571,359
Charges for Services $29,505,405 $28,331,214 $1,174,191
Fines and Forfeits $8,533,430 $9,384,701 ($851,271)
Intergovernmental $46,984,897 $50,091,801 ($3,106,904
Investment Earnings $133,412 $109,598 $23,814
Non-Profit Payment for Services $2,430,320 $2,093,801 $336,519
Miscellaneous $5,472 $16,821 ($11,349)
Beginning Fund Balance $7,100,000 $7,100,000 -
Total Revenues $485,975,455 $488,062,322 ($2,086,867)

The City expects to collect Real Estate Tax revenues significantly below those budgeted for the
2014 fiscal year. Real Estate Taxes represent the City of Pittsburgh’s single largest source of
revenue, roughly 28% of total revenue. In 2014, collections have decreased due to adjustments,
appeals, and refunds resulting from the County administered reassessment. Additionally, other
revenues are projected to fall below budget. Specially, Intergovernmental Revenues are projected
to fall below budget by $3.1 million. This is due to the city not realizing a $1.5 million transfer
from the Urban Redevelopment Authority along with lower than expected contributions from the
COPS Grant. Further, annual transfers from the Liquid Fuels Tax Trust Fund will not occur due
to the harsh winter Pittsburgh experienced at the beginning of the fiscal year.

Other revenues are projected to perform quite well, compared to the 2014 budget. Revenue
collections from Amusement Tax, Earned Income, Deed Transfer Tax and Charges for Services
are each projected to exceed budget by more than $1.0 million.
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Real Estate Tax
Real Estate tax collections are the largest single source of revenue in the budget, comprising 28

percent of all revenues. The County has administered a reassessment that was ordered by Judge
R. Stanton Wettick to be implemented in 2013. Municipalities and school districts continue to
appeal recent sales and seek interim assessment increases on applicable properties.

City of Pittsburgh 2001-2013 Assessed Values
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Real Estate-Current Year collections are projected to miss budget for 2014. Since the County re-
assessment, the City continues to review the file and is currently processing refunds. Real Estate-
Prior Year collections will fall below budget.

Current Year Real Estate

FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$119.3 million $123.6 million $118.7 million (%4.9) million
Prior Year Real Estate
FY 2013 Actual FY 2014 Budget 3 Qtr. Year End | Budget to Year End
Estimate Estimate
$4.1 million $4.7 million $3.6 million ($1.1) million

Payroll Preparation Tax
The Payroll Preparation Tax is projected to exceed budget by roughly $348,419. Year-to-date

collections, through the third quarter of fiscal year 2014, represent 77.3% of budgeted figures.

FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate

$54.5 million $55.8 million $56.1 million $0.3 million
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Earned Income Tax

Earned Income Tax fell below the same period last year by $261,749. Due to the Act 32
implementation, Jordan Tax Service collects Earned Income Tax and collection rates are
improving. Total revenue collections for the Earned Income tax are projected to exceed budget
by $2,117,298, or 2.5 percent.

FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$82.1 million $83.4 million $85.5 million $2.1 million

Local Services Tax

Local Services Tax collections remained steady over the same period last year. Revenue is

projected to fall slightly below budgeted amounts.

FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$13.8 million $14.1 million $13.8 million ($0.3) million

Deed Transfer Tax

Deed Transfer Tax collections for the third quarter of 2014 decreased significantly compared to
prior year receipts. Despite this, strong collections from the second quarter reinforce projections
that the revenue line will exceed budget at year end. Third quarter collections decreased by
$3,743,191 from the same period in 2013. The year-to-date surge in this revenue category can be
partially attributed to increased property sales driven by low interest rates and the 2013
elimination of Deed Transfer Tax collection loopholes. End of the year revenues are projected to
exceed budgeted figures by 7.0 percent.

FY 2013 Actual FY 2014 Budget 3 Qtr. Year End Budget to Year End
Estimate Estimate
$21.3 million $17.8 million $19.1 million $1.3 million

Fines and Forfeitures

Fines and Forfeits decreased by $1,592,176 compared to the same period last year. Revenues are
projected to fall short of budgeted amounts by $0.9 million. This projected deficit is being driven
by a combination of both higher collection and compliance rates for both Parking Authority

Tickets and revenues from State Police.

FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$8.9 million $9.4 million $8.5 million ($0.9) million

Charqges for Service-EMS

Revenues from Emergency Medical Services revenues are projected to fall short of budgeted

figures by $947,1109.
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FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$10.1 million $12.7 million $11.8 million (%0.9) million

Amusement Tax

Amusement Tax receipts are projected to exceed budget by $1,409,536. The driving force behind
increased tax collections can be partially attributed to strong sales of Pirates tickets during the

2014 season.

FY 2013 Actual FY 2014 Budget 3 Qtr. Year End | Budget to Year End
Estimate Estimate
$13.0 million $13.0 million $14.4 million $1.4 million

Intergovernmental Revenues

Revenues are anticipated to miss budget by $3,106,904. Year-to-date receipts make up 60.6
percent of fiscal year 2014 budgeted figures. Projected collections through the fourth quarter
estimate that the revenue line should slightly below total budgeted figures by $3.1 million. This
is due to lower collections from the Urban Redevelopment Authority and COPS Grant.

FY 2013 Actual FY 2014 Budget 3 Qtr. Year End Budget to Year End
Estimate Estimate
$51.1 million $50.1 million $47.0 million ($3.1) million

Non-Profit Payment for Services

Non-Profit Payment for Services revenues are projected to exceed budgeted levels by $336,519
million. Current receipts, from first through third quarters, represent 110.8 percent of the 2014

budget in this category.

FY 2013 Actual FY 2014 Budget 3 Qtr. Year End | Budget to Year End
Estimate Estimate
$1.9 million $2.1 million $2.4 million $0.3 million
Act 77

Act 77 third quarter collections of the additional 1 percent sales tax were quite strong. There

were no collections in the second quarter due to the diversion of funds to the URA. This

diversion will end in the year 2015. The City is currently projecting Act 77 revenue to exceed

budget by $442,579.
FY 2013 Actual FY 2014 Budget 3" Qtr. Year End Budget to Year End
Estimate Estimate
$12.6 million $12.6 million $13.1 million $0.4 million
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EXPENDITURE RESULTS AND PROJECTIONS

Expenditures for the third quarter of 2014 totaled $157.6 million, or 32.4 percent of the total
adopted operating budget of $487.1 million. This represents an $18.2 million increase in
expenditures compared to the same period in 2013, in which expenditures totaled $139.4 million,
or 30 percent of budget. The increase this year is primarily due to the $17.9 million third quarter
pension payment this year; in 2013 the third quarter payment was not recorded until the fourth
quarter. Overall, total actual expenditures are $380.8 million, compared to $358.8 million in
2013, a 6 percent increase.

Projected total expenditures for 2014 are currently $478.1 million, which is $11.9 million below
the final budget expenditures of $490 million (or $6.9 million below the adopted budget).

Budget Year 2014 — Expenditure Summary

FY 2014 Final 3" Qtr. Year End Budget to Year
FY 2013 Actual Budget Estimate End Estimate
461.8 million 490 million 478.1 million (11.9) million

Salaries and Wages Expenditures

Salaries and wages for the third quarter totaled $43.8 million, approximately one percent more
than the $43.3 million in 2013. The Office of Management and Budget is projecting three
departments to exceed their Salaries and Wages budgets: the Bureau of Police, the Bureau of
Emergency Medical Services, and the Mayor’s Office. However, there will be salaries savings
Citywide to offset these overages and OMB is projecting to end the year with close to $2 million
in savings overall. The Bureau of Emergency Medical Services will exceed their salaries and
wages budget by $1.7 million due to the May 19, 2014 agreement with the Fraternal Association
of Professional Paramedics. Lump sum payments totaling $1,230,498 were made on September
10, 2014, and the remaining $400,000 is due to the compounded salary increases. The $1.7
million overage for the Bureau of Police is due primarily to the previously documented
secondary employment accounting. The Mayor’s Office will likely exceed their salaries and
wages budget for the last pay period, but this is due to the final salaries and lump sum payouts
(totaling approximately $118,000) made to employees from the previous administration.

Salaries and Wages

3" Qtr. Year End | Budget to Year
FY 2013 Actual FY 2014 Budget Estimate End Estimate
189 million 194.3 million 192.3 million (2.0) million

A more detailed analysis of Police and the City’s other largest staffed departments, Fire, and

Public Works, follows in the next section of this document.

10
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EXPENDITURE ANALYSIS: POLICE, FIRE, AND PUBLIC WORKS

Bureau of Police

Officer headcount in the Bureau of Police stood at 871 at the end of the third quarter. Salaries
appear to be up 25% compared to numbers reported for the third quarter of 2013, but that is due
to the booking error of the COPS grant to Police salaries in 2013. Factoring that in, salaries are
instead up three percent from 2013, five percent more than 2012, and ten percent below 2011.
(There was one additional pay period in the third quarter of 2011 than in 2012-2014.) Premium
pay expenditures appear to be dramatically lower than the third quarter of 2013; however $1.7
million in 2013 was due to details, when that is taken into consideration, premium pay is down
two percent this quarter from 2013 and five percent from 2012. Again, the premium pay for
2011 is much higher because it included an additional pay period. The third quarter transfer of
$2,352,601 from the Secondary Employment Trust Fund was not recorded until October 1* so
the fourth quarter will show two transfers. The Office of Management and Budget is projecting
premium pay to end the year at $10.1 million; premium pay ended 2013 at $8.6 million.
However, cost recovery and other fees that are now being collected in the Secondary
Employment Trust Fund kept premium pay artificially low in previous years.

3" Quarter Salaries and Premium Pay

2014 2013 2012 2011
Salaries $12,985,351 $ 10,398,201 $12,324,703 $ 14,381,597
Premium Pay $1,989,553 $3,727,061 $ 2,090,753 $2,764,172

Year-to-date longevity pay is down approximately two percent compared to 2013. Third quarter
longevity pay for the third quarter continues to decrease because an increasing number of
officers (those with more than twenty years of service) now receive this pay in February rather
than the pay period following their anniversary date.

Police Bureau Longevity Pay

2014 Longevity | 2013 Longevity | 2012 Longevity | 2011 Longevity
3" Quarter $143,000 $ 211,930 $ 423,619 $ 427,020
YTD $2,897,570 $ 2,968,637 $ 2,881,980 $ 2,983,292

Other than details and secondary employment, court time is the largest contributor to premium
pay. The following chart shows quarterly court time hours from 2011 to 2014. Although the
second quarter of 2014 showed a significant increase in court time compared to previous years,
the third quarter had fewer court time hours than in previous years. Year-to-date court time is
marginally higher than it was by the third quarter in 2013, and lower than it was in 2012 and
2011.

1"
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Bureau of Police Court Time Hours
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Bureau of Fire

The total number of firefighters at the end of the third quarter totaled 620 (including 27 recruits),
which is 17 more firefighters than last year. The following chart shows total salaries and
premium pay as of the third quarter from 2011 to 2014. In 2011, premium pay equaled about 34
percent of salaries; in 2012 it was 42 percent; and in 2013, 52 percent. To date in 2014, premium
pay is equal to 40 percent of the salary expenditures. And the total amount of both salaries and
premium pay combined is down $2.5 million from 2013.

Bureau of Fire Salaries and Premium Pay
2011-2014
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2011 2012 2013 2014TD
® Premium Pay| $8,905,235 $10,951,160 | $13,929,049 | $10,941,615
M Salaries $26,530,890 | $26,168,331 | $26,691,699 | $27,155,181
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Callback hours, which averaged 11,483 per pay period during the first quarter (a thirty percent
reduction when compared to 2013 averages), totaled 86,258 this quarter, compared to 93,412 last
year, or an eight percent reduction compared to the same period in 2013. Callbacks will continue
to increase in the fourth quarter, but they should peak in December and show a decline in the
first quarter of 2015 once the recruits graduate from the academy in December. The following
chart shows the correlation between headcount and callback hours by quarter from 2011 through
2014:

Fire Callback Hours
vs. Headcount
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14,000 -

12,000 - 610

10,000 - 600

8,000 - 590 mmm Avg Callback Hrs
i e

6,000 580 Headcount

4,000

2,000 - 570

560

Typically, as headcount declines, callbacks increase due to minimum staffing requirements.
However, firefighter headcount includes recruits who are still in the academy and unavailable for
suppression. Therefore, there are some quarters that show a large number of callbacks in relation
to the headcount, as in 2013. This is because two classes entered the academy during the first
quarter of 2013, so 57 of the firefighters included in the headcount numbers were actually
unavailable for suppression for the majority of the year, hence the large numbers of callback
hours throughout the year.

Department of Public Works

The chart below shows the number and dollar amount of hours paid out in the Bureau of
Operations premium pay by pay period. The Bureau of Operations’ premium pay is trending
similar to prior years. The increase in pay periods 15 and 19 can be attributed to the
Independence Day and Labor Day holidays.

13
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Operations
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Environmental Services premium pay is traditionally high for Pay Periods 15 and 19 because of
the Independence Day and Labor Day holidays. Waste collection increases dramatically due to
the amount of holiday festivities held around the City.
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—=? The PFM Group

November 19, 2014

We have reviewed the City of Pittsburgh’s Quarterly Financial and Performance Report for the
third quarter of 2014. This report covers the first three quarters of the City’s 2014 fiscal year,
running from January 1 through September 30.

The primary goal of our review is to assess the City’s financial performance for the quarter,
discuss revenue and expenditure trends and consider the implications those trends hold for final
2014 results and future financial performance. We also seek to highlight potential threats to the
City’s finances, note any opportunities to improve projections, and identify potential variances
under the Act 11 process. Variances are defined as adverse changes of more than one percent of
any individual departmental budget or revenue line reasonably projected to occur at year end.

Based on the third-quarter results, the City projects General Fund revenues ($486.0 million) will
exceed expenditures ($478.1 million) for a positive operating result of $7.9 million. The $486.0
million revenue total includes the use of $7.1 million in prior year fund balance, mostly to pay

for the Severance Incentive Program described below. Excluding the transfer from fund balance,
2014 revenues are projected to exceed expenditures by $818,000.

Revenues and Expenses — Budget and Quarterly Projections ($ Millions)*
600

500 488.1 487.1 486.0 478.1
400
300

200

100

Budget Q3 Projection

H Revenues OExpenses

! In all scenarios the revenue projections include the use of $7.1 million in prior year fund balance.
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February Budget Amendment

In February 2014, City Council amended this year’s budget at the request of newly-elected
Mayor William Peduto. The February version of the budget allocated $7.1 million from the
City’s fund balance for a Severance Incentive Program (SIP). The $7.1 million appears in the
City’s budget on the revenue side as “beginning fund balance,” and it covers $6.6 million listed
on the expenditure side as “2014 Early Retirement Incentive” within the Department of
Personnel and Civil Service Commission.? Including the $7.1 million in prior year fund balance,
the SIP adjustments and other February 2014 amendments, the final version of the 2014 budget
has a positive $961,000 difference between revenues and expenditures.

Sixty-five employees participated in SIP at a total projected cost of $2.3 million this year® and
$4.7 million through 2016. The Administration tabbed 12 of the resultant vacancies for
permanent elimination, which would save an estimated $5.2 million through 2018.

Revenues

The City implemented a new financial management system in 2012. This system changed the
way the City tracks revenues in its quarterly reports. The new system uses 20 revenue subclasses
while the old one in place before 2012 had over 30. For the reader’s convenience, we have
included a table at the end of this report that compares the City’s Q3 2014 collections to the
second quarter revenues for 2009 through 2013 according to the former account structure.

Revenue performance

Based on the third quarter results, the City projects $486.0 million in total year-end revenue for
2014, which is $2.1 million (or 0.4 percent) less than budgeted. Excluding the use of $7.1
million in prior year fund balance, the City projects revenue of $478.9 million for 2014, which
would be $5.4 million (or 1.1 percent) higher than 2013 year-end revenues of $473.5 million.*

Setting aside the use of prior year fund balance, the City collected $380.9 million through Q3
2014, which was $5.3 million (or 1.4 percent) more than it collected through the same period last
year. The increase is largely driven by higher deed transfer tax, higher earned income tax and
higher amusement tax.

The City projects 17 of the 20 revenue categories will have a “variance” in 2014. Variances are
defined as an adverse change of at least one percent relative to the budget. Of those 17
categories, the four that will fall at least $300,000 short of budget are shown below.”

? Budget as approved on February 17, 2014, page 157.

® This is based on $1.6 million in expenditures as projected in the Administration’s April 15" SIP report plus
$718,000 in additional costs for the participating employees to convert unused leave into cash payments.

* This total comes from the City’s Q4 2013 report, so it is a non-audited figure.

® The revenues with smaller variances were local service tax ($287,944); other taxes ($48,348); the institution and
service privilege tax ($21,354); investment earnings ($23,814) and miscellaneous revenues ($11,349).
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Revenues with a Projected Variance of at least $300,000

Projected  Budgeted . . o ($)  Variance (%)

FY2014 FY2014
Real Estate Taxes 123,021,531 128,770,493 (5,748,962) -4.5%
Intergovernmental 46,984,897 50,091,801  (3,106,904) -6.2%
Fines and Forfeits 8,533,430 9,384,701 (851,271) -9.1%
Public Service Privilege 757,272 1,221,664 (464,392) -38.0%
Total 179,297,130 189,468,659 (10,171,529) -5.4%

As explained in the Amended Recovery Plan approved in June, the City’s current year real
estate tax revenue dropped to $119.3 million last year because of the County-wide reassessment
and the City’s response to that process. The 2014 budget target ($123.6 million) was set before
the City had the final tally for revenues in 2013. The City now projects it will receive $118.7
million in 2014 current year real estate tax revenue, $4.9 million (or 4.0 percent) less than
budgeted.®

As noted in the City’s narrative, the projected shortfall in fine and forfeits is related to lower
collections from the State Police and Parking Authority tickets as a result of improved
compliance, and the projected shortfall in intergovernmental revenues is due to the City’s
decision to forgo collections from the Urban Redevelopment Authority and lower collections
against the COPS Grant.

The City also expects to make a smaller than budgeted transfer from the Liquid Fuels Trust Fund
to the General Fund. Usually the City receives the Commonwealth liquid fuels allocation in the
Trust Fund where it covers some of the City’s snow plowing expenditures. Then the City
transfers the rest of the liquid fuels allocation to the General Fund where it supports other street
maintenance activities. With the severe winter weather early this year, the City needed more of
the liquid fuels allocation than usual to purchase road salt and will have a smaller amount left to
transfer to the General Fund.

Public service privilege revenue will be lower than budgeted because the City no longer
receives payments from Pittsburgh Allegheny County Thermal (PACT), Limited.

Partially offsetting these variances, the City projects six categories will exceed budget by at least
$500,000. As explained in the City’s narrative, the earned income tax, deed transfer tax, and
amusement tax are all projected to exceed budget.

The City projects to collect $4.6 million in facility usage fee, $839,000 (22.4 percent) higher
than budgeted. Through Q3 2014, the City received $3.0 million in Facility Usage Fee versus

® The table above shows $123.0 million in total real estate tax revenue, which includes revenue from prior years.
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$2.4 million through Q3 2013. The City attributes the increase to multiple factors, including the
trend to more large concerts and other events.

The City projects that charges for services revenue will exceed budget by approximately $1.2
million for the year. This a reflects greater-than-budgeted transfer from the Special Events Cost
Recovery account, greater-than-budgeted daily parking meter revenue from the Pittsburgh
Parking Authority, and a variety of other higher-than-expected revenues. These are partially
offset by a projected shortfall of $947,119 in EMS revenues as noted in the City’s report. For the
third quarter, Charges for Services are about $2.8 million higher than during the same period last
year, but most of the difference is the result of timing in the receipt of a portion of Cable Bureau
revenue that will not affect the annual total for this source.

Revenues Projected to Exceed Budget by at least $500,000

Projected Budgeted

EY2014 FY2014 Variance ($) Variance (%)
Amusement Tax 14,370,216 12,960,680 1,409,536 10.9%
Earned Income Tax 85,521,334 83,404,036 2,117,298 2.5%
Deed Transfer Tax 19,088,731 17,831,723 1,257,008 7.0%
Facility Usage Fee 4,587,894 3,748,846 839,048 22.4%
License and Permit 9,627,563 9,056,204 571,359 6.3%
Charges for Services 29,505,405 28,331,214 1,174,191 4.1%
Total 162,701,144 155,332,703 7,368,441 4.7%

Expenses

The City spent $380.8 million or 78.2 percent of its annual $487.1 million operating budget
through the third quarter of 2014.” Based on those results, the City projects it will spend $478.1
million this year, which would be $9.0 million or 1.9 percent less than budgeted.®? At that level,
year-end expenditures would be 3.5 percent higher than the 2013 total of $461.8 million.?

The City projects year-end expenditures will finish at or below the adopted budget for seven of
the ten subclasses. The subclass with the largest savings by dollar amount is employee benefits
($8.3 million or 5.4 percent). Much of the difference is attributable to the City budgeting $6.6
million for the Severance Incentive Program and spending an estimated $2.3 million on it this
year.!® The City also projects it will spend over $450,000 less than budgeted on worker’s
compensation, offset by projected expenditures over budget of $1.2 million for health insurance

" This compares to expenditures of $358.6 million or 76.4 percent of its approved $469.5 million operating budget
through the third quarter of 2013.

® The City’s adopted budget has $487.1 million in expenditures. The City’s quarterly report shows another $2.9
million re-appropriated from 2013 to cover encumbrances dating back to last year.

® This total comes from the City’s Q4 2013 report, so it is a non-audited figure.

1% The third quarter financial results show $1.5 million in the SIP account line. There is another $718,000 in the
Retirement Severance account, which is now projected to exceed budget by $669,000. The spending from the
Retirement Severance account is not included in the totals discussed in this paragraph.
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and almost $300,000 for other insurance. Employee benefits spending relative to budget is also
affected by the City’s expectation that it will not need any of the funds appropriated in the
Retiree Medicare Benefits budget line, which typically is used only when the Retiree Health
Care budget line is exhausted. Not drawing on the Retiree Medicare Benefits appropriation
provides a positive benefit of $4.3 million versus budget this year.

Transfers are projected to finish at budget, and the other five subclasses with savings are
salaries and wages ($2.0 million or 1.0 percent); miscellaneous ($133,000 or 6.9 percent);
property ($62,000 or 3.0 percent); other services ($11,000 or 0.5 percent) and debt service
($251,000 or 0.3 percent). The City is projecting to spend less than the budget target on salaries
and wages due to vacancies. The City has 3,306 budgeted positions across all departments with
a 3.0 percent vacancy allowance. As of the last pay period of Q3 2014, the City had 283
vacancies, representing an 8.6 percent vacancy rate.

The three subclasses where the City projects to spend more than budgeted are supplies
($188,000 or 1.5 percent); property services ($58,000 or 0.3 percent); and professional and
technical services ($1.4 million or 13.0 percent). This is mostly because of prior year
encumbrances. Encumbrances are expenditures that the City incurred in 2013, but were not
processed for payment until 2014. For example, the City had $1.7 million in encumbrances for
professional and technical services. Paying those encumbrances in 2014 will push the City
over this year’s $10.8 million budget allocation, though the City had money allocated in the 2013
budget for those expenditures.

Expenditures by department

Most of the City’s projected expenditure savings versus budget is a result of spending $5.1
million less than budgeted on the Severance Incentive Program, budgeted in the Personnel
Department. However, the City also projects savings relative to budget in several other
departments, including $1.5 million in Public Works, almost $670,000 in Finance, over $560,000
in the Bureau of Building Inspection, and almost $500,000 in the Controller’s Office.

When compared to the approved 2014 budget, the City projects six departments or bureaus will
spend more than budgeted this year. The spending in three of those units — the Office of
Management and Budget, the Bureau of Animal Care and Control and the Citizens Police
Review Board — is higher than budgeted because of prior year encumbrances.

The City projects spending in the Bureau of Emergency Medical Services (EMS) will be $1.7
million (or 12.6 percent) higher than budgeted. In May 2014 the City and the Fraternal
Association of Professional Paramedics (FAPP) negotiated changes to the collective bargaining
agreement that expired in December 2010. The agreement provides a $2,000 one-time bonus
and base salary increases for 2012 through 2014 in accordance with the 2010 Amended
Recovery Plan. The one-time bonus and salary increases will be paid this year, boosting
spending over budgeted level.

The Bureau of Police is the other unit where the City projects that it will spend more than
budgeted, projecting a $1.7 million (or 2.3 percent) difference. This is the City’s largest unit by
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budget size and headcount, and personnel costs account for the majority of the Bureau’s
spending. The City spent $45.4 million on salaries, in-grade pay and longevity through the third
quarter of 2014, which was $3.6 million (or 8.6 percent) more than through the same period last
year."! As noted in the City’s narratives, the apparent increase in Police salaries was due in part
to the booking error of the COPS grant to Police salaries in 2013. In addition, police officers
received a 3.0 percent base wage increase in 2014 according to the terms of their collective
bargaining agreement.

Members of the Fraternal Order of Police also received a $1,000 bonus in 2014 according to a
provision in their collective bargaining agreement. According to the agreement, if the cost of
wage and benefit increases that the police officers received in any year was higher than the
maximum allocation in the 2010 Amended Recovery Plan, then the City could reduce the wage
increase for the next year to eliminate the excess. However, if the aggregate cost of those wage
and benefit increases by the end of 2013 was less than allowed in the 2010 Amended Recovery
Plan, police officers would share the savings in 2014 in the form of a bonus not to exceed $1,000
per officer.

When combined with premium pay, which was $9.2 million through September 30, the City
spent $54.6 million on these forms of cash compensation through the third quarter this year.
That total was $5.0 million (or 10.2 percent) more than the City spent through the third quarter of
2013 and the highest amount spent since at least 2009.

Salary and Premium Pay Expenses through the Third Quarter — Police™
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The City’s narrative explains that some of the apparent increase in premium pay spending is due
to a delay in reimbursements for overtime and changes in how the City tracks premium pay for
secondary employment details. In secondary employment, an outside entity hires off-duty police
officers to provide security at its events and pays for the additional coverage. Previously the
payments from those outside entities were charged against the premium pay expenditures and

1 The comparisons include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
12 salary expenditures include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
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then the City reported the expenditures net of those reimbursements in the General Fund. Now
the payments are tracked in a separate Secondary Employment Trust Fund that eventually
reimburses the General Fund.®® The new process creates a lag between the City’s premium pay
expenditures and the Trust Fund transfer to offset them.

Setting the time lag aside, the City is projecting that by year end premium pay spending will
reach $10.2 million, or $853,000 per month. That is 18.6 percent higher than last year when the
City spent $8.6 million per year, or $716,000 per month. Premium pay for police officer court
appearances has increased by 2.8 percent and pay for worked holidays is up 15.4 percent over
last year’s levels; the total increase year-to-date for these two categories is approximately
$136,000.

In the Bureau of Fire, the City spent 1.1 percent (or $0.3 million) more on salaries through the
third quarter of 2014 than it did through the same period last year. While the City had a training
class with 28 new firefighters in April, the Bureau also had 46 position vacancies at the end of
Q3 2014 relative to the 2014 budget.** For the year, the City projects those vacancy savings will
offset the two percent base wage increase, plus the cost of any applicable step or longevity
increases, and the category will be below budget by $1.9 million. The City also does not expect
to expend appropriated leave buyback funds. However, annual premium pay spending is
projected to be $2.4 million over budget; the net projection is that the Bureau will be
approximately $0.4 million under budget in both total personnel costs and total expenditures.

Third Quarter Salary and Premium Pay Expenses - Fire™
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The City’s narrative explains the reduction in Fire premium pay from the first three quarters of
2013 to the first three quarters of this year. Premium pay is mostly driven by firefighters being

3 payments will continue to be netted out in the General Fund:; it is expected that this process will cease when the
new payroll system allows payments to officers directly from the Secondary Employment Trust Fund.

14 Calculated by subtracting the headcount in the Fire Department in the last pay period of the third quarter (628)
from the budgeted number of positions (674)

1> Salary expenditures include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
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“called back” to fill open shifts. The City had 86,000 call back hours from July through
September this year, compared to 93,000 through the same period in 2013.

Staffing™®

The City uses a new organizational structure adopted in the final version of the 2014 budget.
The City moved some of Finance’s responsibilities and staff to the reconstituted Office of
Management and Budget (OMB). In this new arrangement Finance will generally oversee the
revenue-related activities and OMB will oversee expenditure-related activities. The City also
created the Bureau of Neighborhood Empowerment, which houses the staff formerly listed in the
Equal Opportunity Review Commission.

As of the last pay period in the third quarter of 2014, the total active employee head count across
all funds was 3,392, or 19 people (0.6 percent) more than in the last pay period of the second
quarter. The table below shows the departments and bureaus with a net head count change of at
least three over this time.

Head Count Change by Department/Bureau

Q2 2014 Q32014 Change Change (%)
Police 942 938 -4 -0.4%
Fire 632 628 -4 -0.6%
Public Works 646 657 11 1.7%
Parks 404 417 13 3.2%
School Guards 97 94 -3 -3.1%
Building Inspection 54 57 3 5.6%
Council/Clerk's Office 42 45 3 7.1%
Office of Management and Budget 19 22 3 15.8%
Citywide 3,373 3,392 19 0.6%

The increase in Parks employees comes from changes in seasonal positions, and the increase in
Public Works is due to additional hires to fill the vacancies in the department.

The following chart compares head count for the third quarters of 2009 through 2014 to account
for seasonal changes during the year. Head count increased by 14 positions (or 0.4 percent)
compared to Q3 2013.

' The headcount figures used here cover all City funds. They include all active employees, including those on
various types of leave.
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Q3 Head Count, City of Pittsburgh, 2009 — 2014
3,600 3,496

3,443 3,449 3.416 3378 3.302

3,400 +—

3,200 +—

3,000 +—

2,800 +—

2,600 +

2,400 +—

2,200 +

2,000 T T T T T
Q3 2009 Q3 2010 Q3 2011 Q3 2012 Q3 2013 Q3 2014

The following graph shows changes in head count over the last four quarters for the Bureaus of
Police and Fire and the Department of Public Works."’

Head Count for Police, Fire and Public Works (Last Four Quarters)
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7 Note that these head count figures include uniformed and civilian employees for Police and Fire. For Public
Works, the figures include employees in the Bureau of Environmental Services and the Bureau of Transportation
and Engineering.
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Summary

Based on this year’s third quarter results, the City projects General Fund revenues will exceed
expenditures for a positive operating result of $7.9 million. Those figures include the use of $7.1
million in prior year fund balance, mostly to fund the Severance Incentive Program. Excluding
the transfer from fund balance, 2014 revenues are projected to exceed expenditures by $818,000.

On the revenue side, the City projects a $5.7 million shortfall in real estate taxes for the reasons
described in the Amended Recovery Plan and a $3.1 million shortfall in intergovernmental
revenues as described earlier in this report. Higher-than-budgeted receipts from the earned
income tax (+$2.1 million), amusement tax (+$1.4 million), deed transfer tax (+$1.3 million),
and charges for services (+$1.2 million) cover most of the revenue shortfall. At this level,
excluding the use of fund balance, year-end revenues will be $5.4 million higher than last year.

On the expenditure side, the City projects it will spend $9.0 million less than allocated in the
final version of the 2014 budget. Much of the savings comes from the City spending $5.1
million less than budgeted on the Severance Incentive Program, though the City also projects
savings relative to budget in several departments, including $1.5 million in Public Works, almost
$670,000 in Finance, over $560,000 in the Bureau of Building Inspection, and almost $500,000
in the Controller’s Office. The City projects it will spend $1.7 million more than budgeted in
Emergency Medical Services due to provisions of its new collective bargaining agreement, and a
similar amount over budget in the Police Bureau due to higher premium pay partially offset by
lower salary expenditures.
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City of Pittsburgh

Quarterly Financial &
Performance Report

For the Period Ending September 30, 2014
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City of Pittsburgh Quarterly Financial & Performance Report

CAPITAL IMPROVEMENT PROGRAM

The following is a quarterly status of approved Capital Improvement Program (CIP) projects
administered by the City of Pittsburgh. This report references all projects which are approved
with funding allocated in budget year 2014.

Projects within the 2014 Capital program are multi-year projects, and are supported by
Community Development Block Grant (CDBG) funds, City Pay As You Go (PAYGO) funds,
grants, and Federal and State support. The City currently has 75 projects approved for 2014
valued at $52.4 million. PAYGO funds account for 47 percent ($25.0 million) and CDBG funds
are 25 percent ($13.0 million) of the total Capital funding. Other funds including Federal funds
and private funding make up 28 percent ($14.4 million) of the Capital program funding.

The City of Pittsburgh effectively maintains a robust Capital program, provides transparency and
efficiency, and provides stewardship of our infrastructure and maintenance of the public’s assets.

PROJECT STATUS

The following is a status update by department for the third quarter. During the third quarter,
street resurfacing kicked into high-gear, as well as several lighting initiatives, and facility
improvements. The City’s Community Development Block Grant (CDBG) funding was
approved and projects are going through the contracting process.

Paving Program. The City of Pittsburgh maintains over 861 miles of asphalt streets. The
Department of Public Works publishes the annual paving list for residents to view where street
paving will occur in City neighborhoods. In the third quarter, the City of Pittsburgh undertook a
large part of the seasonal paving and worked to aggressively address the potholes that needed to
be filled. Through the end of the quarter, 37.06 miles have been paved. As the year concludes,
the City will do to pave several more miles of road, and expects additional paving by various
utilities.

Facilities Improvement. Several major improvements were undertaken during the third quarter.
On the South Side, the Market House received a new HVAC system in the gymnasium. The
Brookline Fire Station had painting and moisture protection work done, and the Zone 3 police
station in Allentown received exterior masonry repair. Work soon to be undertaken includes the
addition of a dek hockey surface in Bloomfield and the replacement of the Division 5 roof.

Swimming Pools and Spray Parks. The City of Pittsburgh maintains 18 public swimming
pools located throughout the City. Pools are managed by the Department of Parks and Recreation
(Citiparks) and maintained by the Department of Public Works from the beginning of the
summer until Labor Day. The city’s pools remained operational throughout the season, and the
Burgwin Spray Park specifications went out to bid, so that construction can begin in the
fourth quarter.
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CITY OF PITTSBURGH

Budgeted vs. Filled Positions as of 9/30/14

BUDGETED FILLED
DEPARTMENT POSITIONS | POSITIONS [ VACANCIES

City Council 27 25 2
City Clerk 14 9 5
Mayor's Office 16 16 0
Bureau of Neighborhood Empowerment 10 8 2
OMB 24 23 1
&P 62 55 7
CHR 5 4 1
CHR-HUD 1 1 0
CHR-EEOC 2 1 1
Controller 56 45 11
Finance 73 55 18
Finance Three Taxing Bodies 10 8 2
Law 32 29 3
oMl 10 9 1
Personnel 39 32 7
Personnel JTPA/WIA Trust Fund 25 20 5
City Planning 38 29 9
City Planning-Community Development 14 11 3
Public Safety Admin 23 18 5
EMS 180 169 11
Police 1091 1028 63
Fire 674 626 48
BBI 76 55 21
Animal Care & Control 16 14 2
DPW Admin 14 13 1
DPW Operations 344 328 16
DPW Env. Services 201 195 6
DPW T&E 61 51 10
Parks 55 50 5
Parks-ARAD 71 62 9
Parks-Senior TF 34 27 7
Parks-Special Summer Food Service 1 1 0
CPRB 7 6 1

TOTAL 3306 3023 283
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