





November 13, 2017
City-County Building
Suite 510, City Council Office
414 Grant St.
Pittsburgh, PA  15219

Dear President and Members of Pittsburgh City Council,
I am writing you today to express my gratitude for your efforts in fighting for Pittsburgh's financial future, and I am asking you today to consider amendments to our municipal code to ensure future financial sustainability. 
When I first took office as a City Councilman in 2002, the City was facing financial bankruptcy. We had created a structural deficit of nearly $100 million, and we had no plan of action in order to address this crisis. In 2003, as part of a taskforce created by then Mayor Tom Murphy, I proposed that the city enter into Act 47 status. The idea was disapproved by the taskforce, and it was never able to be discussed by City Council. In November of 2003, then Councilman Alan Hertzberg joined me in supporting Act 47 status, and a bill was proposed in City Council. Before the end of the year, Mayor Murphy joined us in support of the bill.
In 2004, the City's failure to plan ahead in a fiscally responsible manner had left the city with very few options. Even without any other choice, Council divided 5-4 on taking the difficult, but necessary action to avoid financial bankruptcy. I wish to thank my colleagues from 2004 who put their own careers on the line to save our city - Councilman Hertzberg, Councilman Shields, Councilman Udin, and Council President Ricciardi. There is no doubt, that without their courage, our city would not be witnessing prosperity today.
In 2009, I had the opportunity to lead the second five-year plan as the Finance Chair of City Council. After six months of Council hearings, which examined each department and all sources of revenue, Council was once again divided on approving a plan to secure our financial well-being. After an intervention by then Governor Ed Rendell, we were able to garner the five necessary votes and avoid a showdown with state overseers, the loss of needed revenue, and a return to financial irresponsibility.
In 2013, the Administration was tempted to pursue premature removal from Act 47 status. Without a secure reserve fund, crippling debt, and unfounded pension obligations, the City sought state withdrawal from state distressed status. To be certain, such an action would have lead to an inevitable return to Act 47 a few years later. I was able to convince then Governor Corbett to keep the city under state oversight and began to work with Council, the City Controller, Act 47 coordinators, and the recommissioned ICA to ensure financial security for our City. Over the past four years, we have been able to work together to ensure financial responsibility and provide our city with the opportunity to finally exit from financial distressed status with the potential of long term stability.
However, our financial security is based upon City Council taking responsible actions before the end of this year. Though we have made a lot of progress to strengthen the City’s finances and prepare to exit Act 47 oversight, we cannot return to the practices of the past that led us to entering Act 47 in the first place. That is why we ask you to work with us, as a Council body, to implement additional leading practices in financial management as well as to institutionalize solid practices that have helped the City while under Act 47 oversight. Attached you will find the proposed amendments drafted by the Office of Management and Budget. A basic summary of these reforms include the following:
· Amendments to Chapter 192, Pensions 
· Prohibit pension enhancements.
· Amendments to Chapter 202, Debt 
· Debt service- 12% of General fund, including debt service expenditures.
· Debt burden principal- 3% of full taxable assessed value.
· PAYGO- goal of 15% annual transfer.
· Allow and define short-term financing.
· All debt will be structured so that 60% will be retired in 10 years.
· Amendments to Chapter 218, Capital
· All capital projects two years and older and all CDBG projects three years and older, with 20% or less spent, will automatically close. The funds go back to cash and are available in the following year budget.
· Amendments to Chapter 219, Operating 
· Fund balance must be maintained at 10% with a goal of 12.5%.
· Revenue consensus in August between Office of Management and Budget, Department of Finance, Council Budget Office, and the Controller's  office. 
· One budget release in November, consistent with Home Rule Charter.
· Office of Management and Budget to continue quarterly reports.

I am asking you to approve these amendments by the end of the year. The State's decision to allow Pittsburgh leave Act 47, ICA oversight, and rescind our distressed status is contingent on Council taking action on each of these bills prior to the end of the year. I am asking all of you, City Council members,  to approve these  stated amendments and reforms so we can continue to adhere to solid financial management practices regardless of who serves on City Council or in the Mayor’s Office. Thank you for all the work you do to serve your residents, and thank you for taking Pittsburgh's financial standing seriously.  I look forward to ongoing conversations with you and members of your staff on these matters.
Sincerely,

William Peduto
Mayor, City of Pittsburgh

Enclosed:
Proposed Financial Reform Amendments to Pittsburgh Municipal Code

