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OVERVIEW

This is the first 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 30, 2009. This report covers the first quarter of the City’s 2014 fiscal year, for the
period of January 1, 2014 through March 31, 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. Future quarters are projections only. All revenue and expenditure information
is presented on a cash basis.

The City’s first quarter financial results for the balance of the fiscal year forecast that the
City will end the year with revenues under budget by $3.4 million, or 0.7% and
expenditures under the final budget (adopted budget with prior year encumbrances) by
$12 million, or 2.4 percent.
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REVENUE RESULTS AND PROJECTIONS

The City collected $171.8 million in revenue during the first quarter. This represents
36.0 percent of total revenue budgeted for the year. This is $26.9 million more than the
same period last year, or a 6.0 percent increase as a percent of annual budgeted revenue
collected. In 2013, the City collected $144.9 million or 31.0 percent of the budgeted
revenues through the first quarter. The 2014 revenue projections miss budget by $3.4
million.

First quarter total revenue projections do not exceed budget. Real Estate Tax collections
are anticipated to miss budget by $5.7 million, or 4.4 percent. This is due to the
adjustments needed for the collection of taxes after the re-assessment. On a positive note,
Amusement Tax is projected to exceed the budgeted due to the Penguins’ playoff games
and strong Pirate’s ticket sales. Deed Transfer Tax is also projected to exceed budget
based on robust sales in the City. This line item will be watched carefully to determine
whether further revenue adjustments are warranted.

Budget Year 2014 — Revenue Summary

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate

470.2 million 480.9 million 477.5 million (3.4) 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 this tax year.
Municipalities and school districts continue to appeal recent sales and seek interim
assessment increases on applicable properties.
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Real Estate- Current Year collections are expected to miss budget for 2014. Since the
County re-assessment, the City is reviewing any possible additional receipts through the
appeals process. Real Estate- Prior Year collections is anticipated to meet budget. This
total includes all Penalties and Interest.

Real Estate- Current Year

FY 2013 Actual FY 2014 Budget 1% Qtr Year End Budget to Year End
Estimate Estimate

119.3 million 123.6 million 117.9 million (5.7) million
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Real Estate- Prior Year

FY 2013 Actual FY 2014 Budget 1% Qtr Year End Budget to Year End
Estimate Estimate
4.5 million 4.6 million 4.6 million 0.0 million

Payroll Preparation Tax

The Payroll Preparation Tax is $0.03 million lower than the same period in 2013. Total
revenue for 2014 is expected to miss budgetary projections.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
54.4 million 55.7 million 54.8 million (0.9) million

Earned Income Tax

Earned Income tax collections were greater than the same period last year by $0.4
million. Total revenue collections for the Earned Income Tax are projected to meet

budget.
FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
82.1 million 83.4 million 83.4 million 0.0 million

Local Services Tax

Local Services Tax collections slightly increased over the same period last year. Revenue
IS expected to meet budget for 2014.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
13.8 million 14.0 million 14.0 million 0.0 million

Deed Transfer Tax

Deed Transfer tax collections for the first quarter of 2014 increased compared to prior
year receipts. Overall, the sale of a large commercial property has increased collections
over budgeted amounts. Residential market sales are increasing and are anticipated to
continue to be robust. Revenues are projected to exceed budget by $1.0 million.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
21.3 million 17.8 million 18.8 million 1.0 million
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Fines and Forfeits

Fines and Forfeits increased by $0.2 million compared to the same period last year,
however, revenues are anticipated to miss budget by $0.4 million. This is due to better
enforcement and collections of the parking revenue, therefore decreasing the amount of

Parking Court revenues.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
8.9 million 9.3 million 8.9 million (0.4) million

Charges for Service- EMS

Charges for Service- EMS revenues increased by $0.7 million in first quarter collections
compared to the prior year. EMS revenue is projected to slightly miss budget for 2014.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
10.1 million 12.7 million 12.5 million (0.2) million

Amusement Tax

Amusement Tax receipts for the first quarter increased by $1.8 million over the same
prior year period. The increase is attributable to the Pittsburgh Penguins playoff games.
Revenues are anticipated to exceed budgeted levels.

FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
13.0 million 12.9 million 14.1 million 1.2 million
Parking Tax

Fourth quarter Parking Tax receipts exceeded collections during the same period in 2013
by $0.3 million. However, revenues are projected to miss budget by $0.2 million or 0.4

percent.
FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
49.4 million 50.9 million 50.7 million (0.2) million

Non-Profit Payment for Services

Non-Profit Payment for Services first quarter revenue is up slightly compared to the same

period last year. Revenues are projected to slightly exceed budget.
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FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
1.9 million 2.1 million 2.2 million 0.1 million
Act 77

Act 77 first quarter collections of the additional 1 percent sales tax were slightly more
compared with 2013. There were no collections in March due to the diversion of funds to
the URA. This diversion will end in the year 2015. Act 77 revenue is anticipated to meet

budget for 2014.
FY 2013 Actual FY 2014 Budget 1st Qtr Year End Budget to Year End
Estimate Estimate
12.5 million 12.6 million 12.7 million 0.1 million
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EXPENDITURE RESULTS AND PROJECTIONS

Mayor William Peduto took office in January of 2014, and his Administration made
several changes to the City of Pittsburgh department and bureau structure. These changes
were reflected in February amendments to the 2014 Operating Budget. Therefore there
are a number of differences between this quarterly report and those from prior years. The
main changes are the creation of new bureaus and the elimination of other bureaus and
one commission.

The new business units include the Bureau of Neighborhood Empowerment and the
Office of Management and Budget. The units that were eliminated include the Bureau of
Properties in the Department of Public Works, the Bureau of Procurement, Fleet, and
Asset Services in the Department of Finance, and the Equal Opportunity Review
Commission. All the functions and most of the employees were absorbed by the newly
created departments or other existing departments. Another change included the
renaming of what was City Information Systems to the Department of Innovation and
Performance.

Expenditures for the first quarter of 2014 totaled $128,165,801, or 26 percent of the total
adopted operating budget of $487.1 million. This represents an $8.2 million, or 6.8%,
increase in expenditures compared to the same period in 2013, in which expenditures
totaled $120 million, or 25.5 percent of budget.

Projected total expenditures for 2014 are currently $478 million, which is $12 million
below the final budget expenditures of $490 million.

Budget Year 2014 — Expenditure Summary

FY 2014 Final 1st Qtr Year End Budget to Year
FY 2013 Actual Budget Estimate End Estimate
461.8 million 490 million 478 million (12) million

Salaries and Wages Expenditures

Salaries and Wages paid in the first quarter totaled $49.4 million, which is $3 million or 6
percent higher than the same period in 2013. Together, salaries and wages comprise 40
percent of the operating budget. In 2014, the City of Pittsburgh currently projects
expenditures of $191.1 million on salaries and wages. This represents a budgetary
savings of $3.2 million, or 1.6 percent. A more detailed analysis of the City’s largest
staffed departments, Police, Fire, and Public Works, follows in the next section of this
document.
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Salaries and Wages

1st Qtr Year End Budget to Year

FY 2013 Actual FY 2014 Budget Estimate End Estimate

189 million 194.3 million 191.1 million (3.2) million

It should be noted that no salary figures were recorded for the newly created departments
of the Bureau of Neighborhood Empowerment and the Office of Management and
Budget. This is due to the lag in the payroll system reflecting the February budget
amendments. These departments are staffed with employees, but the salaries have been
coming from the departments where they were previously employed or from the Mayor’s
Office.

The Bureau of Neighborhood Empowerment is made up of new employees and the
employees of the former Equal Opportunity Review Commission. The Office of
Management and Budget is made up of employees who were previously housed in
Finance and the Bureau of Procurement, Fleet, and Asset Services. Adjustments were
made in the City’s financial system in April. Since the first quarter was already closed
and the quarterly is based on reporting from the financial system, those adjustments are
not shown in the expenditure pages of this quarter’s report.

The following tables detail these April adjustments and will be reflected in the next
Quarterly Report:

Bureau of Neighborhood Empowerment January February March Total

BNE Salaries | 14,939.59 28,723.03 33,993.40 77,656.02
Mayor's Office Salaries | (1,971.98)  (15,524.69) (20,795.06) (38,291.73)
EORC Salaries | (12,967.61) (13,198.34) (13,198.34) (39,364.29)
BNE Premium Pay | 1,985.42 2,050.29 971.19 5,006.90

EORC Premium Pay | (1,985.42)  (2,050.29)  (971.19) (5,006.90)

Office of Management & Budget January February March Total

OMB Salaries | 95,337.99 99,017.25 98,282.63 292,637.87
I&P Salaries | 9,705.40 9,878.02 4,939.01 24,522.43

Finance BPFAS Salaries | (59,308.85) (62,724.49) (62,197.76) (184,231.10)

Finance Salaries | (45,734.54) (46,170.78) (41,023.88) (132,929.20)

10
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EXPENDITURE ANALYSIS: POLICE, FIRE, AND PUBLIC WORKS

Bureau of Police

Police strength at the end of the first quarter totaled 885, which includes the 53 recruits
who entered the Training Academy on March 11, 2014. Police Salaries, with longevity
and acting pay, this quarter totaled $16,431,876, which is $1.06 million, or 7 percent,
higher than in 2013. This amount includes $856,000 paid to all members of the F.O.P. as
a $1,000 bonus which was included in the 2010-2014 Collective Bargaining Agreement.
This was awarded due to savings from the use of compensatory time banks rather than
overtime. This bonus was not included in the 2014 budget.

1st Quarter Salaries and Premium Pay

2014 2013 2012
Salaries $ 16,431,876 $15,372,809 $ 14,741,770
Premium Pay $3,495,361 $942,481 $317,185

Premium pay expenditures are high compared to prior years. While $3.5 million was
expended this quarter, $1.2 million of this premium pay was due to details which will be
offset by a transfer of that amount from the Secondary Employment Trust Fund.
However, that still leaves $2.3 million in premium pay this quarter, which is unusually
high. This increase is not due to any significant jump in actual overtime work, but rather
due to the delay in Federal reimbursements for overtime. In addition, overtime
reimbursements, cost recovery fees, and equipment and vehicle fees associated with
secondary employment and details were still being deposited into the general fund during
the first half of 2013, and these are all now collected in the Secondary Employment Trust
Fund.

Police longevity this quarter was 11 percent higher than in 2013, mainly due to an
additional 101 officers reaching 20 years or more of service, which means they receive
their longevity pay in February rather than their month of service.

Police Bureau Longevity Pay

2014 Longevity 2013 Longevity 2012 Longevity 2011 Longevity
January $ 215,161 $ 303,490 $ 280,621 $ 334,621
February $ 2,290,409 $ 1,911,020 $ 1,394,018 $ 1,273,590
March $ 4,000 $ 46,155 $ 251,428 $ 419,467
Total $ 2,509,570 $ 2,260,584 $ 1,926,067 $ 2,027,678

Court overtime is up slightly from 2013 and 2012. The following table shows premium

pay due to court overtime since 2011.

1"
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Premium Pay Due to Court Overtime

(By Hours and Amount)

2014 2013 2012 2011
18,027 17,207 17,716 20,478

1st Quarter Totals
$ 791,666 $ 744,491 $ 759,785 $ 863,228
1st Quarter 3,005 2,868 2,953 3,413
Averages $ 131,944 $ 124,082 $ 126,631 $ 143,871

Bureau of Fire

The Bureau of Fire employed 605 firefighters as of March 30, 2014. The number of
vacant firefighter positions is 62; however, a class of 28 entered the Academy on April

21, 2014.

Callback hours are the main contributor to premium pay. Callback hours totaled 68,928
this quarter, down 20% from this period last year. The average number of callback hours
per pay period, 11,487, has not been this low since 2011 when callback hours averaged
9,555 per pay period. The following chart shows the number of callback hours for

quarter years 2011 through 2013:

Fire Callback Hours
1st Quarter 2011-2014
20,000.00
15,0000 7 e=@==2011 CallBack Hours
10,000.00 - =f=2012 CallBack Hours
2013 CallBack Hours
>,000.00 e=)¢=2014 CallBack Hours
0.00 T T T T T 1
1 2 3 4 5 6

The following table and chart show comparisons between first quarter salaries, premium

pay, and longevity from 2011 through 2014. Overall, salaries and premium pay are down

3 percent from last year. While salaries are up 2 percent, premium pay is down 16

12
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percent. The percentages of premium pay as a percentage of total salaries and wages has
also decreased from 31.3 percent in 2013 to about 23.5 percent in 2014.

2011 2012 2013 2014
Salaries $ 8,873,746 | $ 9,321,239 | $ 9,331,804 | $ 9,520,384
PremiumPay | $ 2,935,648 | $ 3,585,088 | $ 3,998,820 | $ 3,371,114
Longevity $ 1,464,114 | $ 1,342,583 | $ 1,469,626 | $ 1,406,265
Salaries and Premium Pay
2011-2014
$14,000,000
$12,000,000
$10,000,000
$8,000,000 _
B Premium Pay
26,000,000 M Salaries
$4,000,000
$2,000,000
s_
2011 2012 2013 2014

Department of Public Works

The chart below shows the premium pay totals for the first quarter. The region
experienced extreme temperatures and snowfall. The snow and ice forced crews to work
around the clock to keep the roads clear. This created a spike in premium pay for pay
periods 3 through 5.

13
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Environmental Services premium pay is trending similarly to prior years. Similar to
Operations, Environmental Services’ premium pay spikes were also a result of the harsh
winter weather. Pay periods 2 and 4 are higher than usual because of the extreme
temperatures the region experienced in January and February. Truck routes were forced
to start later in the day as vehicles would not start in the early morning. Also, the
department had a number of injuries associated with the snow and ice. Employees were
forced to miss time, which created shortages when staffing each truck route.

Environmental Services
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ATTORNEYS AT LAW

June 27, 2014

We have reviewed the City of Pittsburgh’s Quarterly Financial and Performance Report for the
first quarter of 2014. This report covers the first three-month period of the City’s 2014 fiscal
year, running from January 1, 2014 through March 31, 2014.

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 will also highlight potential threats to the
City’s finances, any opportunities to improve projections and 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 this year’s first quarter results, the City projects General Fund revenues ($484.6
million) will exceed expenditures ($478.0 million) for a positive operating result of $6.6 million.
The $484.6 million revenue total includes the use of $7.1 million in prior year fund balance,
mostly to fund the Severance Incentive Program described below. Excluding that fund balance,
2014 revenues are projected to fall just short of expenditures ($475,000 or 0.1 percent).

Revenues and Expenses — Budget and Q1 Year End Projection ($ Millions)*

500 $488.1 $487.1 $484.6 $478.0

450
400
350
300
250
200
150
100

50

Budget Q1 Projection

m Revenues OExpenses

! In both scenarios the revenues 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 initiation of newly elected
Mayor William Peduto. The February version of the budget allocated $7.1 million from the
City’s prior year 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 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. Setting aside
the SIP, the major differences projected for this year are in current year real estate tax revenues
and salary expenditures.

As explained in the recently released Amended Recovery Plan, 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, so this quarterly report is the City’s first chance to
lower its revenue projections based on last year’s experience. The City now projects it will
receive $117.9 million in 2014 current year real estate tax revenue, $5.7 million (or 4.8 percent)
less than budgeted.

On the expenditure side, the City projects it will spend $191.1 million on salaries and wages,
including longevity, premium pay and other forms of cash compensation. That amount is $3.1
million (or 1.6 percent) less than budgeted for the year. The projected totals are lower than
budgeted for multiple departments, with the largest difference in the Bureau of Fire ($2.0 million
or 3.6 percent).

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 system 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 Q1 2014 collections to the first
quarter revenues for 2010 through 2013 according to the former account structure.

2 Budget as approved on February 17, 2014 Budget, 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.
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Revenue performance

Based on the first quarter results, the City projects $484.6 million in total year-end revenue for
2014, which is $3.5 million (or 0.7 percent) less than budgeted. Excluding the use of $7.1
million in prior year fund balance, the City projects $477.5 million for 2014, which would be
$4.0 million (or 0.8 percent) higher than the total shown in the Q4 2013 report.

The City collected $171.8 million in Q1 2014, which was $26.9 million (or 18.6 percent) more
than it collected in last year’s first quarter ($144.9 million) and the highest amount since 20009.
The increase compared to the same quarters in prior years is due in part to the timing quirk
related to the local share of slots revenue. The City received $5.7 million from that source
during Q1 2014 when it had not received any revenue from that source in the first quarter of
prior years.

The increase is also due to higher first quarter revenues from current year real estate taxes.
Current year real estate tax revenues were lower in the first quarters of 2012 and 2013 than prior
years because of issues related to the Allegheny County reassessment. In both years there was
uncertainty whether the City could use the new assessment, so City tax bills were mailed later
than usual and the deadline for taxpayers to receive the two percent discount for early payment
was extended. Setting aside this timing issue, the City projects it will receive $117.9 million in
2014 current year real estate tax revenue, $5.7 million (or 4.8 percent) less than budgeted, as
described earlier.

First Quarter Current Year Real Estate Tax Revenue ($M)
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The City projects seven 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 seven
categories, the three that will fall at least $300,000 short of budget are shown below.*

* The five categories with smaller variances are public service privilege revenues ($86,000), other taxes ($12,000),
institution and service privilege tax ($9,000) and miscellaneous ($800)
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Revenues with a Projected Variance of at least $300,000

PILC\)(jzeg;id ngggiid Variance ($) Variance (%)
Real Estate Taxes 123,089,034 128,770,493 (5,681,459) -4.4%
Payroll Preparation Tax 54,882,601 55,759,350 (876,749) -1.6%
Fines and Forfeits 8,964,291 9,384,701 (420,410) -4.5%
Total 186,935,926 193,914,544 (6,978,618) -3.6%

The shortfall in real estate taxes is due to the combination of the County’s property
reassessment and the reduction in property tax rate in 2013 as described in the Amended
Recovery Plan. As explained in the City’s narrative, the projected shortfall in fine and forfeits is
driven by lower parking court revenues since drivers are reportedly responding to enhanced
enforcement and committing fewer violations.

The City collected $13.7 million in payroll preparation tax through the first quarter of 2014,
which was $52,000 (or 0.4 percent) less than in the same period last year. The City currently
projects this revenue to fall short of budget by $877,000 (or 1.6 percent). At that level, payroll
preparation tax receipts would be 0.7 percent higher than last year’s total of $54.5 million.

Partially offsetting these variances, the City projects four categories will exceed budget by at
least $500,000. As explained in the City’s narratives, deed transfer tax is projected to exceed
budget due to the sale of a large commercial property and increased residential market sales and
amusement tax is projected to exceed budget due in part to the Pittsburgh Penguins playoff
games. Facility usage fee is also projected to exceed budget because of the playoff games.

Projected Budgeted Surplus-to- Surplus-to-

FY2014 FY2014 Budget ($) Budget (%)
Amusement Tax 14,181,768 12,960,680 1,221,088 9.4%
Deed Transfer Tax 18,834,751 17,831,723 1,003,028 5.6%
License and Permit 9,703,255 9,056,204 647,051 7.1%
Facility Usage Fee 4,282,586 3,748,846 533,740 14.2%
Total 47,002,360 43,597,453 3,404,907 7.8%

EXxpenses

The City spent $128.2 million or 26.3 percent of its annual $487.1 million operating budget
through the first quarter of 2014. Based on those results, the City projects it will spend $478.0
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million this year, which would be $9.1 million or 1.9 percent less than budgeted.®> At that level,
2014 expenditures would be 3.5 percent higher than last year’s total of $461.8 million.°®

The City projects year-end expenditures will finish at or below budget for seven of the ten
subclasses. The subclass with the largest savings by dollar amount is employee benefits ($6.9
million). As noted earlier, 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.” The
City also projects it will spend less than budgeted on worker’s compensation.

The subclass with the second largest savings by dollar amount is salaries ($3.2 million). The
majority of the variance in salaries comes from the Fire Department, where the City projects to
spend $2.6 million (or 6.8 percent) less than budgeted. Salary and headcount trends for the
Bureaus of Police and Fire are discussed more below.

The three subclasses where the City projects to spend more than budgeted are professional and
technical services ($649,000 million or 6.1 percent), property services ($114,000 or 0.5 percent)
and supplies ($443,000 or 3.5 percent).

The City is projected to exceed its budget targets in these subclasses because of prior year
encumbrances. Encumbrances are expenditures that the City incurred in 2013, but will not
actually be 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 the $10.6 million budget allocation by $649,000.

Expenditures by department

When compared to the approved 2014 budget, the City projects eight departments or bureaus
will spend more than budgeted this year. The Office of Management and Budget will exceed its
budget by $424,000 (or 2.4 percent) because of encumbrances for property services and supplies.
The Department of Innovation and Performance (formerly called City Information Systems) will
exceed its budget target because of a $155,000 encumbrance for utilities. Public Works’ Bureau
of Operations will exceed budget by $141,000 because of extreme temperatures and snowfall in
the first quarter that increased premium pay spending. The other five departments will each
exceed budget by less than $100,000.2

The Bureau of Police is the City’s largest unit by budget size and headcount, and personnel
costs account for the majority of the Bureau’s spending. The City spent $16.4 million on

® 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.

" The first 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 $600,000 and another $112,000 in
federal payroll taxes.

& The other five departments that will exceed their budget targets are Animal Control ($72,000), Public Safety
Administration ($48,000), Citizens Police Review Board ($9,000), City Clerk ($7,000), and the Human Relations
Commission ($300).
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salaries, in-grade pay and longevity through the first quarter of 2014, which was $1.1 million (or
6.9 percent) more than through the same period last year.” When combined with premium pay,
the City spent $19.9 million on these forms of cash compensation through the first quarter this
year. That was $3.6 million (or 22.1 percent) more than the City spent through the first quarter
of 2013 and the highest amount spent since 2009.

First Quarter Salary and Premium Pay Expenses — Police
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As explained in the City’s narratives, the higher salary spending was due to higher longevity
spending and a one-time bonus awarded to all FOP members that totaled $856,000 as a result of
savings achieved using compensatory time banks rather than overtime. When the City and FOP
negotiated the most recent collective bargaining agreement, the parties agreed to allow police
officers to take compensatory time in place of court time at the officer’s discretion, up to a
maximum of 40 hours per officer. Compensatory time is additional time off paid at the officer’s
regular hourly rate while court time may be paid at an overtime rate, depending on how the trial
coincides with the officer’s scheduled shift. The compensatory time is less costly in cases where
the officer would earn overtime for court appearances. The City and FOP agreed to review the
savings from this comp time provision and share any additional savings above those required to
bring total officer compensation in line with the 2009 Amended Recovery Plan limits.**

The City’s narrative also explains that the apparent increase in premium pay spending was due in
part to a delay in Federal reimbursements for overtime and changes in how the City tracks
premium pay related to secondary employment details. In secondary employment, an outside
entity employs off duty police officers to provide security at their events and pays for the
additional coverage. Previously the payments from those outside entities were netted against the

® The comparisons include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
19 salary expenditures include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.

1 According to the same agreement, if the comp time-court time switch did not generate the level of savings
necessary to comply with the Amended Recovery Plan, then officers would receive a smaller wage increase than
scheduled in the next year.
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premium pay expenditures and reported as a net figure 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 transfer from the Trust Fund to offset them. This new process took effect in the second half
of last year so 2014 is the first time the process affects first quarter results.

Looking at the Bureau of Fire, the City spent a slightly more on salaries through the first quarter
of 2014 than through the same period last year ($122,000 or 1.2 percent). The Fire Department
had 62 firefighter vacancies at the end of Q1 2014. While the City filled some of these vacancies
with an April training class of 28 new firefighters, there were still at least 34 vacancies assuming
no further attrition or hiring. The vacancy savings partially offset the two percent base wage
increase, plus the cost of any applicable step or longevity increases.

First Quarter Salary and Premium Pay Expenses - Fire'
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The City’s narrative also explains the reduction in premium pay, which is mostly driven by
firefighters being “called back” to fill open shifts. The City had 17,000 (or 19.6 percent) fewer
call back hours in Q1 2014 compared to Q1 2013.

Staffing®®

As of the last pay period in first quarter of 2014, the total active employee head count across all
funds was 3,134, which are 68 people (or 2.1 percent) fewer than in the last pay period of Q4
2013. The table below shows the departments and bureaus that had a net head count change of at
least three over this time.

12 Salary expenditures include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
3 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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Police

Mayor

Head Count Change by Department/Bureau

Innovation and Performance

Workforce Investment
City Planning

Building Inspection
Finance

Fire

School Guard

Parks

Public Works
Citywide

Q4 2013

923
10
53
19
44
67
93

623

112

203

667

3,202

Q12014

958
16
57
16
38
61
82

611
99

179

637

3,134

Change
35

Change (%)
3.8%
60.0%
7.5%
-15.8%
-13.6%
-9.0%
-11.8%
-1.9%
-11.6%
-11.8%
-4.5%
-2.1%

A couple factors contribute to the head count reduction. As noted earlier, 65 full-time employees
participated in the Severance Incentive Program so their positions were vacated early in the year.
Public Works had 22 employees participate and the City will eliminate five positions in that
Department. The Parks decrease is related to changes in seasonal positions while the Police
increase is attributable to 53 officers entering the Training Academy in March 2014.

The following chart compares head count for the first quarters of 2009 through 2014 to account

for seasonal changes during the year.
compared to Q1 2013.

Head count dropped by 67 positions (or 2.1 percent)

Q1 Head Count, 2009 — 2014
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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.** Fire has fewer employees now than a
year ago, but more firefighters are available to fill scheduled shifts. The Bureau’s headcount
figures for 2013 include 28 recruits who spent the first eight months of last year in training.

Head Count for Police, Fire and Public Works (Last Four Quarters)
1,200
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400 -

200 -
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Summary

Based on this year’s first quarter results, the City projects General Fund revenues will exceed
expenditures for a positive operating result of $6.6 million. Those figures include $7.1 million in
prior year fund balance, mostly to fund the Severance Incentive Program. Excluding that fund
balance, 2014 revenues are projected to fall just short of expenditures ($475,000 or 0.1 percent).

As explained in the recently released Amended Recovery Plan, 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 was set before the City had the final
tally for revenues in 2013, so this quarterly report is the City’s first chance to lower its revenue
projections based on last year’s experience. The City now projects it will receive $117.9 million
in 2014 current year real estate tax revenue, $5.7 million (or 4.8 percent) less than budgeted.

On the expenditure side, the City projects it will spend $191.1 million on salaries and wages,.
That amount is $3.1 million (or 1.6 percent) less than budgeted for the year. The projected totals
are lower than budgeted for multiple departments, with the largest difference in the Bureau of
Fire.

14 Please note these head count figures include uniform 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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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.

PROJECT STATUS

The following is a status update for major projects for the first quarter. Much of the work
performed in the first quarter utilized prior years’ funding, and therefore, will not be
included in the attached summary report.

Street Resurfacing Program  The City of Pittsburgh maintains over 861 miles of
asphalt streets. During the first quarter, the Department of Public Works publishes the
annual paving list for residents to view where street paving will occur in City
neighborhoods. This list will be finalized once the streets have been prioritized. During
the first quarter, the Department of Public Works’ paving team addressed numerous
potholes due to our harsh winter.

Park Reconstruction Program  The City’s parks are a tremendous asset and much
work goes in to maintaining and enhancing their features. There are 167 parks in the City
of Pittsburgh. These funds are used to renovate over 180 courts, 105 fields, over 100
miles of sidewalks and trails, and an extensive amount of fencing. Other funding is
distributed by the Allegheny Regional Asset District (ARAD) for work that the City is
completing in the regional park located in the City. The City has completed minimal
maintenance in the parks during the first quarter.

Transit and Bike Facility Improvements The City of Pittsburgh is continually
improving and expanding bicycle and pedestrian infrastructure. At the beginning of 2013,
the City initiated a comprehensive bike share program to be completed in 2014, which
includes an education and outreach component. The City has begun the planning and
design phase for additional bike lanes in anticipation of the Pro Walk, Pro Bike
Conference.
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