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City of Pittsburgh, PA
New Issue - Moody's Assigns A1 to Pittsburgh PA; Outlook is
Stable

Summary Rating Rationale
Moody's Investors Service has assigned an A1 rating to Pittsburgh's PA's $60 million General
Obligation Bonds, Series of 2017. Concurrently, we have affirmed the A1 on the $533 million
in general obligation bonds outstanding. The outlook is stable.

The A1 rating reflects the city's large and diverse tax base, with a strong institutional presence
from universities, hospitals, and government institutions. The rating also incorporates the
city's below-average socioeconomic profile, including a high poverty rate and weak resident
income levels. Finally, the rating incorporates the stabilizing financial position despite
significant fixed costs from a heavy debt burden, large pension liabilities, and post-retirement
health care costs, as well as sizeable capital needs relating to aging infrastructure.

Credit Strengths

» Large, urban tax base with institutional presence

» Healthy financial position

Credit Challenges

» Below average wealth levels

» Above average debt burden

» Elevated fixed costs

Rating Outlook
The stable outlook reflect the city’s improved financial position that is expected to be
maintained over the next few years. The outlook also incorporates the city’s elevated fixed
costs and our belief the city will be able to meet these obligations and successfully transition
out of Act 47, the Municipalities Financial Recovery Act to assist Pennsylvania municipalities
that are experiencing severe financial difficulties in order to ensure the health, safety and
welfare of their citizens.

Factors that Could Lead to an Upgrade

» Continued tax base growth and diversification

» Improved reserve and liquidity levels

» Successful transition out of the Act 47 recovery process

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1062570
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Factors that Could Lead to a Downgrade

» Inability to maintain reserves at current levels

» Significant tax base declines

Key Indicators

Exhibit 1

Pittsburgh (City of) PA 2011 2012 2013 2014 2015

Economy/Tax Base

Total Full Value ($000)  $   15,681,900  $    14,665,175  $    12,729,971  $   18,881,047  $   20,174,872 

Full Value Per Capita  $          50,993  $          47,858  $           41,593  $           61,694  $          65,946 

Median Family Income (% of US Median) 79.9% 82.0% 83.1% 84.2% 85.4%

Finances

Operating Revenue ($000)  $        489,318  $        480,672  $         482,717  $        485,531  $         523,787 

Fund Balance as a % of Revenues 13.3% 18.0% 18.2% 12.3% 13.9%

Cash Balance as a % of Revenues 11.7% 15.4% 16.3% 10.6% 9.3%

Debt/Pensions

Net Direct Debt ($000)  $         592,182  $        610,040  $        578,889  $         552,414  $        497,890 

Net Direct Debt / Operating Revenues (x) 1.2x 1.3x 1.2x 1.1x 1.0x

Net Direct Debt / Full Value (%) 3.8% 4.2% 4.5% 2.9% 2.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) N/A 2.0x 2.2x 2.4x 2.4x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) N/A 6.6% 8.3% 6.1% 6.2%

As of the December 31 fiscal year end
Source: Moody's Investor Service

Recent Developments
Since the December 2016 report, the city has continued to expand its tax base to new industries including a growing technology sector
with over 700 people employed at Uber’s Advanced Technology Center and a $1 billion investment from Ford for research. The city
still plans to seek approval to exit Act 47 in 2018 and is actively formalizing fiscal policies to ensure financial stability consistent with
the current Act 47 oversight. Management projects an estimated $34 million surplus in 2016 (up from $20 million estimated in the
last review) largely due to increased deed transfer taxes, and receipt of delinquent property taxes, and expenditures below budget
expectations.

Additional details on these developments are discussed in the Detailed Rating Considerations section.

Detailed Rating Considerations
Economy and Tax Base: Large, Growing Urban Tax Base with Strong Institutional Presence
Pittsburgh's large $21.4 billion tax base has a dynamic economy supported by a strong institutional presence making about 40% of the
city tax exempt. Located in southwestern Pennsylvania, in Allegheny County (A1 positive), the city benefits from significant institutional
presence with over ten colleges and universities including the University of Pittsburgh (Aa1 stable), Carnegie Mellon University, and
the Art Institute of Pittsburgh. Total enrollment at the colleges and universities comprise 41% of the city's population. Additionally,
Pittsburgh is home to the University of Pittsburgh Medical Center (Aa3, negative) and West Penn Allegheny Health System, and a
number of financial and technology industries that provide stability and diversity to the tax base.

Notably, there are a significant amount of new developments in the city evidenced by a 12% increase in commercial and 10% increase
in residential building permits from 2014-2016. Developments include a new Amazon distribution center, hotels, market rate and

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.

2          17 March 2017 City of Pittsburgh, PA: New Issue - Moody's Assigns A1 to Pittsburgh PA; Outlook is Stable

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1051154
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1031411
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1062347
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1041929


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

affordable housing throughout the city. Properties are likely to be redeveloped as new industries and firms enter the Pittsburgh market
given the strong student population and affordable cost of living.

Wealth levels remain below average given pockets of significant poverty (23% of population) and the large student population. Median
family income for the city is 82.7% and 85.4% of the state and nation, respectively. Unemployment is on par with the state and nation
at 4.7%.

Financial Operations and Reserves: Stable Financial Position Poised to Exit Act 47
The city's financial position will remain stable given the conservative budgeting practices and new fiscal policies planned with the Act
47 program exit. The latest 5-year budget plan, assumes that revenue trends will continue to improve over time and as expenditures,
notably debt service, decline in debt service beginning in 2018 as capacity to increase funding for pension and other post-employment
benefits (OPEB) liabilities, as well as invest in the city's aging infrastructure.

Fiscal 2015 ended with a $14.2 million surplus due to increased tax revenues and the timing of new parking department revenues that
were expected in 2014 but received in 2015. The surplus increased reserves to $77.3 million or 14.7% of General Fund revenues. Under
Act 47 the city has reduced headcount, reduced non essential services and increased tax revenues to better balance the budget.

Unaudited results for 2016 reflect revenues coming in $34.3 million over expenditures increasing General Fund reserves to $111.6
million or 20.8% of estimated revenues. Management reports the surplus is due to increased deed transfer taxes, permit revenue, and
amusement taxes from increased tourism which are expected to continue increasing at a modest rate over the next few years.

LIQUIDITY

The cash balance as a percent of revenues (10.6%), fell modestly between 2011 and 2015 and is notably weaker than the US median.
The city's liquidity is likely to stabilize as management continues to follow the long term recovery plan and 5-year budget.

Debt and Pensions: Above Average Debt Burden and High Fixed Costs
The net direct debt to full value (2.3%) is much higher than other Moody's-rated cities nationwide. The debt burden is expected to
stabilize given future borrowing plans as existing debt rolls off. Debt service comprised 15.2% of operating expenditures in 2015.

The capital plan includes an additional $30 million being issued both 2017 and 2018 and $50 million annually starting in 2019. The
debt is expected to be issued for street maintenance, public work upgrades, technology, parks improvements, and overall to facility
rehabilitation and replacement.

Despite early expense reductions while under Act 47, the city's fixed costs (annual debt service, pension contributions, and post-
employment health benefits) remain elevated at $175.9 million or 34.5% of expenditures in 2015. Although the city is reducing
long term liabilities by paying down principal at an above average pace (87% in ten years), the high fixed costs limit annual budget
flexibility. Fixed costs may also rise once the city exits Act 47 due to the uncertainty of new collective bargaining agreements.

DEBT STRUCTURE

All of the city's debt is fixed rate and matures over the long term.

DEBT-RELATED DERIVATIVES

Pittsburgh is not party to any derivative agreements.

PENSIONS AND OPEB

The city contributes to three, single employer defined-benefit pension plans. The combined adjusted net pension liability, under
Moody's methodology for adjusting reported pension data, was $851.3 million or an above average 2.4 times operating revenues in
fiscal 2015. Moody's uses the adjusted net pension liability to improve comparability of reported pension liabilities. The adjustments
are not intended to replace the municipality's reported liability information, but to improve comparability with other rated entities.

Under Act 47 the Commonwealth required the City’s aggregate pension funding level to be at least 50 percent by December 31, 2010
to avoid having the City’s pension funds seized and administered by the Pennsylvania Municipal Retirement System. The City met this
requirement by transferring $45 million to the Comprehensive Trust Fund (Fund) in 2010 and agreeing to dedicate parking tax revenues
for the next 30 years.
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The City contributed $13.4 million of the parking tax revenue to the Fund from 2011-2015, and intends to contribute the same amount
each year through 2017 and $26.8 million per year from 2018 through 2041.

The city contributed $25.6 million in OPEB in 2015, of which $23.1 million was towards the annual OPEB costs and $2.5 million was to
the OPEB Trust Fund.

Management and Governance
We will continue to monitor the city's ability to manage fixed costs and identify new revenues as they phase out of Act 47 oversight
in 2018. Positively, city management has formally adopted policies to continue maintaining a 5-year budget, prepare quarterly budget
variance reports for city council, and budget for annual pension revenue to meet or exceed the annual pension obligations in the
Comprehensive Municipal Pension Trust Fund on a budgetary basis.

Pennsylvania Cities have an Institutional Framework score of Aa, which is high compared to the nation. Institutional Framework
scores measure a sector's legal ability to increase revenues and decrease expenditures. Cities major revenue sources, property
taxes, are moderately predicatable but most cities are also exposed to economically sensitive income taxes. Unpredictable revenue
fluctuations tend to be moderate, or between 5-10% annually. Across the sector, fixed and mandated costs are generally less than
25% of expenditures. However, Pennsylvania has public sector unions, which can limit the ability to cut expenditures. Unpredictable
expenditure fluctuations tend to be moderate, between 5-10% annually.

Legal Security
Bonds are secured by the city's general obligation unlimited tax pledge.

Use of Proceeds
Proceeds from this issuance will fund capital projects throughout the city.

Obligor Profile
The City of Pittsburgh is located at the mouth of the Ohio River in Allegheny County in far western Pennsylvania, approximately 50
miles southeast of Youngstown, Ohio. Pittsburgh has a population of 305,928.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Ratings

Exhibit 2

Pittsburgh (City of) PA
Issue Rating
General Obligation Bonds, Series of 2017 A1

Rating Type Underlying LT
Sale Amount $60,000,000
Expected Sale Date 04/05/2017
Rating Description General Obligation

Source: Moody's Investors Service
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