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New Issue Summary 
Sale Date:  The bonds will sell via negotiation on March 12. 
Series:  $50 million unlimited tax general obligation bonds, series of 2020 
Purpose:   The bonds are being issued to fund various capital projects included in the city's capital 
improvement plan. 
Security:  The GO bonds are general obligations of the city to which the full faith, credit and taxing power 
of the city are pledged. 
 

The revision of the Rating Outlook to Positive reflects the expansion of the local economy due 
to significant private investment and rebuilding efforts that have bolstered the city's revenue 
growth prospects. The city has seen an improvement in earned income tax collections and 
solid growth in taxable assessed values over the past ten years. The growth in revenue helps 
improve the city's budget capacity and spending flexibility to manage expenditure pressures 
over time. 

The 'AA-' GO ratings and IDR incorporate the city's very strong operating performance, 
including its exceptionally strong ability to manage through downturns given its very high 
reserve cushion and significant independent legal ability to increase revenues. These strengths 
are offset to some degree by retiree benefit and other spending pressures that leave the city 
with just adequate ability to control spending and a pace of spending growth that will likely 
increase without ongoing budget management. 

The city exited the Commonwealth's Fiscal Recovery Act (Act 47) in 2018 after 14 years, 
which had provided strong oversight and gave the city authority to significantly control 
expenditures. The city has since formalized many of the fiscal policies that were in place during 
the oversight period, and Fitch expects the city to continue its current strong financial 
management. The city is well positioned to maintain stable financial operations and reduce its 
net pension obligations with supplemental contributions over time. The city's overall long-
term liability burden is moderate compared to its economic resource base. 

Economic Resource Base: The city of Pittsburgh is located in southwestern Pennsylvania 
where the Ohio, Monongahela and Allegheny rivers meet and serves as the Allegheny county 
seat. The city has a population of 301,048 in 2018, has below average wealth levels and a 
slightly declining population, which was close to 2% from the 2010 Census. Resident income 
and poverty measures remain weak; however, the city's median household income has 
increased at a rate that is roughly double the growth experienced within the state and the U.S. 
since the 2010 Census. The city has also seen an increase in educational attainment levels over 
the past decade, which has helped spur personal income growth and employment. 

The city's tax base had historically been driven by manufacturing but has seen growth in 
healthcare, education, financial services and technology in recent years. The city is home to 
the University of Pittsburgh and Carnegie Mellon University, which are among the largest 
regional employers. Over the past 15 years, the presence of technology firms has more than 
doubled resulting in approximately 2,400 firms that employ over 90,000 people, according to 
the city. The city continues to experience significant growth in the technology sector and the 
city reports $550 million in private investment in 2018 primarily for autonomous vehicles and 
robotics firms. This comes after a record level of private investment in 2017 ($688 million) 
including investments made by Google, Uber ATC, Amazon, and Apple. 

Key Rating Drivers 
Revenue Framework: 'aa': Ongoing diversification and growth of the economy are expected 
to support natural revenue growth above the rate of inflation. The city has significant 
independent legal ability to increase revenues within statutory limits. 

Ratings 
Long Term Issuer Default Rating AA- 

 

New Issue 
$50,000,000 General Obligation 
Bonds, Series 2020 AA- 

 

Outstanding Debt 
General Obligation Bonds AA- 
General Obligation Pension Bonds AA- 

 

Rating Outlook 
Positivea  
aRevised from Stable on Feb. 24.  

 

Applicable Criteria 
U.S. Public Finance Tax-Supported Rating Criteria 
(January 2020) 

 

Related Research 
Fitch Rates Pittsburgh (PA)’s GOs ‘AA-‘; Outlook 
Revised to Positive (February 2020) 
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Expenditure Framework: 'a': Fitch expects continuing pressure from pension and other post-
employment benefits (OPEB) relative to the natural pace of revenue growth. The city 
maintains adequate ability to control spending, primarily through its ability to control the size 
of its workforce, although carrying costs for debt service, pension and OPEB are elevated. 

Long-Term Liability Burden: 'aa': Fitch expects that the long-term liability burden will remain 
moderate in relation to the city's economic resource base given rapid amortization of principal 
and an ongoing plan to improve pension funding. 

Operating Performance: 'aaa': The city has exceptionally strong gap-closing capacity 
including strong available reserve balances in relation to historical revenue volatility, 
significant legal ability to increase revenues and adequate expenditure flexibility. 
Management has implemented a number of financial policies including multi-year budgeting, 
and debt and fund balance policies to support long-term fiscal stability. 

Rating Sensitivities 
Revenue Growth: The city's revenue growth prospects have improved in recent years due to 
an expansion of the local economy driven in part by private investment. A reversal of this 
trend could make it more difficult for the city to continue funding supplemental pension 
contributions and other long term liability related costs, which could lead to downward 
pressure on expenditure flexibility and the rating. 

Expenditure Growth: The city is vulnerable to expenditure increases given the elevated 
carrying costs for debt and pensions and other operating expenditure pressures. The city 
continues diverting dedicated parking tax revenue to reduce the city's net pension obligations. 
A reduction in fixed costs relative to governmental spending could have a positive impact on 
the ratings. 

Credit Profile 
Pittsburgh's largest employers are dominated by healthcare, including University of 
Pittsburgh Medical Center, which employees 53,000, and Highmark Health with 21,251 
employees. The city continues to face challenges associated with modest population decline 
and comparatively weak income measures. Unemployment rates are generally in line with the 
state; however, educational attainment exceeds the state and national averages. The city's tax 
base remained relatively stable during the prior economic downturn, evidenced by slow and 
steady growth in taxable assessed values (TAV) prior to 2012. More recently, the average 
annual increase in TAV was 4% from fiscal 2016 through fiscal 2018 (December 31 year-end). 

Revenue Framework 

Approximately 83% of general fund revenue is derived from multiple sources of local taxes 
including property, earned income, parking, payroll and local service taxes in fiscal 2018 (on 
total revenue of approximately $575 million). Other sources of revenue include fines, fees and 
charge for services, which account for 7%. Intergovernmental revenue accounts for 7%, 
including $10 million in guaranteed gaming revenues from the state. 

Fitch expects revenue growth to exceed the rate of inflation as it has over the past decade 
through fiscal 2018. Property tax growth is expected to exceed inflation based on estimated 
average annual growth in TAV over the next four years. Earned income and deed transfer 
taxes have grown at a stronger pace in recent years and estimated fiscal 2019 results indicate 
a 5% increase over the prior year. The earned income tax growth is driven by job growth and 
improvements in the city's real estate market. 

The city has the independent legal ability to levy taxes up to 40 mills on assessed values for 
general operating purposes. The 2019 operating tax rate is 8.06 mills, which leaves significant 
margin to raise general fund revenue as necessary. The city has no plans to increase the 
property tax rate at this time. 

Expenditure Framework 

The largest general fund expenditure items include public safety, which accounts for over 65% 
of spending, followed by general government, which accounted for over 17% in fiscal 2018. 

Rating History (IDR) 

Rating Action 
Outlook/ 
Watch Date 

AA- Affirmed Positive 2/24/20 
AA- Upgraded Stable 2/07/17 
A Revised Stable 4/30/10 
BBB+ Upgraded Stable 1/09/09 
BBB Upgraded Stable 1/31/05 
BB Rating Watch 

Revision 
Positivea 12/03/04 

BB Downgraded Negativea 11/10/03 
A- Affirmed Negativea 9/09/03 
A- Affirmed Stable 4/25/03 
A- Affirmed  12/10/01 
A- Upgraded Stable 11/30/00 
BBB+ Downgraded  10/31/96 
A- Assigned  6/16/94 

aRating Watch 
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Fitch believes the natural pace of spending growth will remain above the expected revenue 
growth prospects absent offsetting policy action. Management believes that future salary 
increases will approximate the rate of inflation, although employee benefit costs, including 
pension and OPEB costs, are expected to increase at a faster rate. 

Carrying costs for debt service, required pension contributions and OPEB costs have 
moderated in recent years given the sharp decline in the debt service schedule. Debt service 
costs have historically been high but are expected to decline below 10% of governmental 
spending in fiscal 2020 and remain within 12% of spending through 2024. Pension 
contributions are expected to increase in the near-term given the weak ratio of pension assets 
to liabilities. 

Under Act 47, management was granted strong expenditure controls including 
commonwealth oversight over allowable cost increases for all labor contracts, requiring salary 
increases to remain under certain financial caps. Despite losing the protections of Act 47, Fitch 
believes that the city maintains adequate ability to manage operating costs by controlling the 
size of its workforce. The city has increased the number of employees by 4.4% since 2015, but 
is still well below the level prior to Act 47. In the event of an economic downturn, the city has 
the capacity to make staffing adjustments while maintaining most city services and reduce the 
amount of cash funded capital. The city budgeted $14.6 million in pay-go capital in 2020, 
approximately 2% of budgeted general fund expenditures. 

Long-Term Liability Burden 

The long-term liability burden, including overall debt and NPL, is moderate at approximately 
13.4% of personal income. The largest component of the metric is the NPL, which account for 
54% of the total long-term liability burden. The city's direct debt (21% of the liability) is 
expected to remain relatively stable given the city's modest future borrowing plans, which 
include issuing approximately $50 million in general obligation debt annually through 2025 
with rapid amortization of principal (81% is repaid within 10 years). 

The city maintains three single-employer defined benefit pension plans for non-uniformed 
employees, police, and fire, respectively. The net pension asset to liability ratio for all three 
plans combined was a very low 27% based on Fitch's standard 6% rate of return assumption as 
of Dec. 31, 2018. The city was required by the state to reach at least a 50% funding level by 
Dec. 31, 2010 to avoid having the city's plans merged into the state's pension system, the 
Pennsylvania Municipal Retirement System. 

The city was able to comply with this requirement by transferring $45 million into the pension 
trust and dedicating future parking tax revenues for future pension contributions through 
council legislation. The future parking revenues do not meet the criteria for the recognition as 
an asset on the city's financial statements; however, the revenues are recognized as an 
actuarial asset for the purpose of meeting the required funding levels and avoiding a state  
takeover. 

The dedication of the parking tax is irrevocable, and should revenue be insufficient, the city is 
still obligated to make the supplemental payments from other legally available resources. 
Currently, the city's pension funding plan requires a $26.8 million supplemental contribution 
(5.6% of governmental spending) from parking taxes fiscal 2018 through fiscal 2041, in 
addition to its statutorily required contribution. The city is considering extending the plan 
beyond fiscal 2041 to support long-term fiscal stability. 

Operating Performance 

Fitch believes the city would maintain exceptionally strong financial resilience throughout 
economic cycles given its solid available reserves and significant independent legal ability to 
increase revenues. The strength of the city's inherent budget flexibility and financial reserves 
is considered in the context of its low expected revenue volatility: a 1% general fund revenue 
decline in Fitch's moderate economic downturn scenario (a 1% decline in U.S. GDP). 

The city concluded fiscal 2018 with a $3.4 million operating surplus on a GAAP basis (equal to 
0.6% of general fund expenditures and transfers out), which improved its unrestricted fund 
balance position (the sum of the assigned, unassigned, and committed fund balance) to $124 
million or 22% of spending. The city estimates positive general fund results for 2019 due to 
strong revenue collections in excess of operational expenditures.  
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On February 2018, Pittsburgh regained fiscal independence after exiting the 
Commonwealth's Act 47 oversight. The city had operated as a 'distressed municipality' under 
Act 47 for 14 years beginning in 2003. Under Act 11, the Commonwealth established a fiscal 
oversight authority, the Intergovernmental Cooperation Authority (ICA) in 2004 to oversee 
and approve the city's budget and multi-year financial planning, which was disbanded later in 
June 2019. In preparation for the exit from Act 47, the city formalized many of the practices 
used through the recovery period including maintaining available general fund reserves of at 
least 10% of general fund spending within the five-year plan, with a target of between 12.5% 
and 16.7%. Other formalized policies include minimizing annual debt service costs to 12% of 
operating expenditures and fully funding actuarially calculated required pension 
contributions. 

The city has ended the past four fiscal years with healthy general fund surpluses, which has 
steadily increased the city's reserve balances. The city's 2020-2024 financial plan assumes 
modest revenue growth and fully funds the annual actuarially calculated required pension 
contributions. The plan also assumes additional supplemental pension contributions and 
forecasts pay-as-you-go capital contributions from the general fund of $14.6 million in fiscal 
2020 and $9 million in 2021 through 2023 and $2.5 million in 2024. Fitch believes the city will 
maintain stable financial operations if management continues to adhere to its multi-year 
financial forecast including minimizing its future long-term liability burden and reducing total 
carrying costs through the rapid amortization of existing debt and improving the pension 
funding. 

ESG Considerations 
Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score 
of ‘3’ - ESG issues are credit neutral or have only a minimal credit impact on the entity, either 
due to their nature or the way in which they are being managed by the entity. 

For more information on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg.  
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  Ver 28

Pittsburgh (PA)

Scenario Analysis

Analyst Interpretation of Scenario Results:

Scenario Parameters: Year 1 Year 2 Year 3
GDP Assumption (% Change) (1.0%) 0.5% 2.0%
Expenditure Assumption (% Change) 2.0% 2.0% 2.0%
Revenue Output (% Change) (1.0%) 0.9% 2.5%
Inherent Budget Flexibility

Revenues, Expenditures, and Fund Balance
2012 2013 2014 2015 2016 2017 2018 Year 1 Year 2 Year 3

Total Revenues 477,205 482,712 485,479 523,616 557,904 545,284 574,107 568,366 573,220 587,762
% Change in Revenues - 1.2% 0.6% 7.9% 6.5% (2.3%) 5.3% (1.0%) 0.9% 2.5%

Total Expenditures 375,543 388,779 407,145 412,042 423,775 431,084 473,233 482,698 492,352 502,199
% Change in Expenditures - 3.5% 4.7% 1.2% 2.8% 1.7% 9.8% 2.0% 2.0% 2.0%

Transfers In and Other Sources 4,630 4,630 2,315 3,473 3,473 3,473 4,000 3,960 3,994 4,095
Transfers Out and Other Uses 83,461 94,975 113,219 100,870 100,428 100,376 101,480 103,510 105,580 107,691

Net Transfers (78,831) (90,345) (110,904) (97,398) (96,956) (96,904) (97,480) (99,550) (101,586) (103,596)
Bond Proceeds and Other One-Time Uses - - - - - - - - - -

Net Operating Surplus(+)/Deficit(-) After Transfers 22,830 3,587 (32,570) 14,176 37,173 17,296 3,394 (13,881) (20,718) (18,033)
Net Operating Surplus(+)/Deficit(-) (% of Expend. and Transfers Out) 5.0% 0.7% (6.3%) 2.8% 7.1% 3.3% 0.6% (2.4%) (3.5%) (3.0%)

Unrestricted/Unreserved Fund Balance (General Fund) 84,415 85,677 57,529 71,438 101,420 118,612 123,986 110,105 89,387 71,354
Other Available Funds (GF + Non-GF) - - - - - - - - - -
Combined Available Funds Balance (GF + Other Available Funds) 84,415 85,677 57,529 71,438 101,420 118,612 123,986 110,105 89,387 71,354
Combined Available Fund Bal. (% of Expend. and Transfers Out) 18.4% 17.7% 11.1% 13.9% 19.3% 22.3% 21.6% 18.8% 14.9% 11.7%
Reserve Safety Margins

Minimal Limited Midrange High Superior
Reserve Safety Margin (aaa) 16.0% 8.0% 5.0% 3.0% 2.0%
Reserve Safety Margin (aa) 12.0% 6.0% 4.0% 2.5% 2.0%
Reserve Safety Margin (a) 8.0% 4.0% 2.5% 2.0% 2.0%
Reserve Safety Margin (bbb) 3.0% 2.0% 2.0% 2.0% 2.0%

Fitch believes the city would maintain exceptionally strong financial resilience 
throughout economic cycles given its solid available reserves and significant 
independent legal ability to increase revenues. The strength of the city's 
inherent budget flexibility and financial reserves are considered in the 
context of its low expected revenue volatility - a 1% general fund revenue 
decline in Fitch's moderate economic downturn scenario (a 1% decline in U.S. 
GDP).

The city concluded fiscal 2018 with a $3.4 million operating surplus (equal to 
0.6% of general fund expenditures and transfers out) which improved its 
unrestricted fund balance position (the sum of the assigned, unassigned, and 
committed fund balance) to $124 million or 22% of spending. The city 
estimates positive general fund results for 2019 due to strong revenue 
collections in excess of operational expenditures. End of year results indicate 
a small use of general fund balance to pay for cash funded capital projects.

Actuals Scenario Output

Inherent Budget Flexibility

High

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

2012 2013 2014 2015 2016 2017 2018 Year 1 Year 2 Year 3

Reserve Safety Margin in an Unaddressed Stress

Available Fund Balance bbb a aa aaa

Actual      Scenario

Financial Resilience Subfactor Assessment:

Notes: Scenario analysis represents an unaddressed stress on issuer finances. Fitch's downturn scenario assumes a -1.0% GDP decline in the first year, followed by 0.5% and 2.0% GDP growth in Years 
2 and 3, respectively. Expenditures are assumed to grow at a 2.0% rate of inflation. Inherent budget flexibility is the analyst's assessment of the issuer's ability to deal with fiscal stress through tax and 
spending policy choices, and determines the multiples used to calculate the reserve safety margin. For further details, please see Fitch's US Tax-Supported Rating Criteria.
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