 





November 13, 2017
The Honorable Governor Tom Wolf
Office of the Governor
508 Main Capitol Building
Harrisburg, PA 17120

Secretary Dennis Davin
Commonwealth Keystone Building
400 North Street, 4th Floor
Harrisburg, PA 17120-0225

Dear Governor Wolf and Secretary Davin,
I am writing you today regarding Pittsburgh's tenuous financial history and our continued fight for future financial solvency. When I assumed office in 2014, many believed that the City was ready to exit Act 47. While the City made a lot of progress in terms of fiscal responsibility and financial order, there were two sets of decisions made in 2013 that altered the City’s financial forecast. The first decision was the reduction in the millage rate after the County reassessment, and the second decision was the actions taken by the pension board to adjust mortality rates and lower the assumed investment rate of return.
Absent any further reforms, these two changes would have resulted in unbalanced budgets every year, and the City’s fund balance would have been depleted by the end of 2018. Clearly, this was an unacceptable outcome for a municipality that had been operating under Act 47 for a decade. Therefore, I asked Governor Corbett, who was serving at the time, to keep the City under Act 47 oversight until we could implement more financial reforms and continue the progress on overall economic recovery. This oversight was continued by your administration and leadership, and we would like to thank both of you for helping Pittsburgh through these difficult financial times to recover economically in a responsible way.
In addition, we are indebted to the hard work of city employees, on-going collaboration with City Council, and a more productive working relationship with the Act 47 Coordinators and new ICA leadership. These collaborations and hard work have lead to the creation of a 2018 Budget and five-year plan that continues our path towards long-term financial sustainability.
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. Because of these aforementioned concerns, my administration has been working with City Council, and we have introduced legislation 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. I am asking City Council to approve these 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. Attached to this letter are the legislative amendments we have introduced to Council. Below is a summary of these amendments:
· 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.
In conjunction with the approval of these financial reforms to the Pittsburgh municipal code, I am asking both of you to release the city of Pittsburgh from its distressed status, our participation in Act 47, and from ICA oversight. We understand that this exit is conditional – requiring both Pittsburgh City Council's approval of financial reform amendments as aforementioned and the state legislature need to  reform to municipal pensions.
Thank you for your leadership, and thank you for the support of Pittsburgh's financial recovery. We continue to make progress, and we believe that these currently proposed amendments will allow us to continue to remain financially stable. We welcome your commitment and continued support of Pittsburgh's economic recovery. 
Sincerely,


William Peduto
Mayor, City of Pittsburgh

Enclosed:
Proposed Financial Reform Amendments to Pittsburgh Municipal Code
