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OVERVIEW

This is the third quarterly report of the City of Pittsburgh for 2013, 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 third quarter of the City’s 2013 fiscal year, for the
period of July 1, 2013 through September 30, 2013.

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. All revenue and expenditure information is presented on a cash basis.

The City’s third quarter financial results and projections for the balance of the fiscal year
forecast that the City will end the year with revenues over budget by $5.5 million, or
1.0% and expenditures under the final budget (adopted budget with prior year
encumbrances) by $2.8 million, or .6 percent.
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REVENUE RESULTS AND PROJECTIONS

The City collected $127.7 million in revenue during the third quarter. This represents
27.1 percent of total revenue budgeted for the year. This is $14.0 million more than the
same period last year, or a 2.8 percent increase as a percent of annual budgeted revenue
collected when compared to the third quarter of 2012. In 2012, the City collected $113.7
million or 24.2 percent of the budgeted revenues through the third quarter. The 2013
revenue collections are projected to exceed budget by $7.5 million.

The 2013 third quarter total revenue collections exceed prior years’ third quarter
collections. However, year-end revenue projections show some revenues slightly under
budget. Real Estate Tax collections are projected to miss budget by $3.8 million, or 2.9
percent. This is due to the adjustments needed for the collection of taxes after the re-
assessment. Parking Tax is projected to miss budget by approximately $1.6 million, or
3.6 percent. This is due to the National Hockey League lockout and no rate increases in
garages. On a positive note, year-end projections show Earned Income Tax exceeding the
budgeted amount by $7.4 million in 2013. Jordan Tax Services began collecting Earned
Income Tax in 2012 and collection rates have steadily improved. This line item will be
watched carefully to determine whether further revenue adjustments are warranted.

Budget Year 2013 — Revenue Summary

FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate

472.2 million 470.2 million 475.6 million 5.4 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.

City of Pittsburgh 2001-2013 Assessed Values
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Real Estate- Current Year collections are projected to miss budget for 2013. Since the
County re-assessment, the City is reviewing any possible errors in the County-issued file
and is currently processing refunds. Real Estate- Prior Year collections will slightly

exceed budget.

Current Year Real Estate

FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate
126.5 million 126.2 million 122.2 million (4.0) million
Prior Year Real Estate
FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate
5.8 million 4.4 million 4.6 million 0.2 million
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Payroll Preparation Tax
The Payroll Preparation Tax is trending $0.9 million higher than the same period in 2012.
Total revenue is projected to exceed budgetary projections.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate
52.1 million 54.4 million 54.9 million 0.5 million

Earned Income Tax

Earned Income tax exceeded the same period last year by $1.2 million. Due to the Act 32
implementation, Jordan Tax Service is collecting Earned Income Tax and adjusting to
this new process. Total revenue collections for the Earned Income tax are projected to

exceed budget by $7.4 million.

FY 2012 Actual FY 2013 Budget 3 Qtr Year End Budget to Year End
Estimate Estimate
70.4 million 73.4 million 80.8 million 7.4 million

Local Services Tax

Local Services tax collections remained steady over the same period last year. Revenue is
projected to miss budget by $0.3 million.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End | Budget to Year End
Estimate Estimate
13.6 million 14.0 million 13.7 million (0.3) million

Deed Transfer Tax

Deed Transfer tax collections for the third quarter of 2013 increased significantly
compared to prior year receipts, due to the sale of a major office building. Additional
large commercial properties are currently on the market, and more sales are anticipated.
Residential market sales are increasing and are anticipated to continue to be robust.
Revenues are projected to exceed budget.

FY 2012 Actual

FY 2013 Budget

3" Qtr Year End
Estimate

Budget to Year End
Estimate

14.8 million

15.9 million

19.7 million

3.8 million
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Fines and Forfeits

Fines and Forfeits increased by $2.7 million compared to the same period last year. This
is attributable to booking the second quarter Parking Court payment received by the City
in the third quarter. Revenues are projected to miss budget by 1.1 million.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End | Budget to Year End
Estimate Estimate
9.3 million 10.1 million 8.9 million (1.1) million

Charqes for Service- EMS

Charges for Service- EMS revenues decreased by $0.4 million in third quarter collections
compared to the prior year. Projected revenue for this category is expected to slightly

miss budget.
FY 2012 Actual FY 2013 Budget 3 Qtr Year End Budget to Year End
Estimate Estimate
10.6 million 10.6 million 10.4 million (0.2) million

Amusement Tax

Amusement Tax receipts for the third quarter increased by $0.6 million over the same
prior year period. The increase is attributable to the Pittsburgh Pirates playoff games.
The City projects revenues to slightly exceed budgeted levels.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate
11.9 million 12.5 million 12.7 million 0.2 million
Parking Tax

Third quarter Parking Tax receipts exceeded collections during the same period in 2012.
Revenues are anticipated to miss budget by $1.6 million or 3.3 percent.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End Budget to Year End
Estimate Estimate
47.8 million 51.3 million 49.5 million (1.6) million
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Non-Profit Payment for Services

Non-Profit Payment for Services third quarter revenue is down slightly compared to the
same period last year. This is due to the timing of distributions to the City. The City has
signed a contribution agreement with the Pittsburgh Foundation earmarking $2.6 million
for 2012 and $2.6 million for 2013. Revenues are projected to miss budgeted levels due
to the timing of the final payment.

FY 2012 Actual FY 2013 Budget 3" Qtr Year End | Budget to Year End
Estimate Estimate
5.0 million 3.1 million 1.9 million (1.2) million
Act 77

Act 77 third quarter collections of the additional 1 percent sales tax were slightly less
compared with 2012. There were no collections in the second quarter due to the diversion
of funds to the URA. This diversion will end in the year 2015. The City is currently
projecting Act 77 revenue to slightly miss budget.

FY 2012 Actual

FY 2013 Budget

3" Qtr Year End
Estimate

Budget to Year End
Estimate

12.6 million

12.6 million

12.5 million

(0.1) million
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EXPENDITURE RESULTS AND PROJECTIONS

Expenditures for the third quarter of 2013 totaled $139,422,836, or 30 percent of the total
adopted operating budget of $469.8 million. This represents a $25.7 million decrease in
expenditures compared to the same period in 2012, in which expenditures totaled $165.1
million, or 35 percent of budget. The decrease this year is primarily due to the timing of
pension contributions.

Projected total expenditures for 2013 are currently $469.8 million, which is $2.7 million
below the final budget expenditures of $472.5 million.

Budget Year 2013 — Expenditure Summary

FY 2013 Final 3" Qtr Year End Budget to Year
FY 2012 Actual Budget Estimate End Estimate
459.0 million 472.5 million 469.8 million (2.7) million

Salaries and Wages Expenditures

Salaries and Wages paid in the 3" quarter totaled $43.3 million, which is $1.7 million
higher than the same period in 2012. Together, salaries and wages comprise 40.4 percent
of the operating budget. In 2013, the City of Pittsburgh projects expenditures of $191.5
million on salaries and wages. This represents a budgetary overage of $1.6 million, or
0.7 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.

Salaries and Wages

3" Qtr Year End | Budget to Year
FY 2012 Actual FY 2013 Budget Estimate End Estimate
180.5 million 189.9 million 191.5 million 1.6 million
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EXPENDITURE ANALYSIS: POLICE, FIRE, AND PUBLIC WORKS

Bureau of Police

Current Police strength stands at 860. Police Salaries, with longevity and acting pay, this
quarter totaled $14,422,831, which is $468,953, or 3 percent lower than in 2012.
Premium pay expenditures are 11 percent higher than in 2012 and 43 percent higher than
in 2011. However, this is due to changes with Secondary Employment and the creation
of the Secondary Employment Trust Fund. In the past, payments from other
organizations for details and special events were deposited into Police’s operating budget
to offset their premium pay. The Secondary Employment Trust Fund has started to
collect these payments; and premium pay due to secondary employment and special
events will be paid out of this trust fund beginning in 2014. Therefore, Police premium
pay has been higher than in prior years, and a transfer of $1.7 million was made in
October from the Secondary Employment Trust Fund to the Police operating budget to
reimburse these expenditures. Since this transfer did not occur until October, it is not
reflected in the 3" quarter numbers. To date, details make up $4,429,486 of what has
been paid out in premium pay.

Premium Pay due to court appearances is slightly less than last year. To date, 53,462
hours and $2,305,481 has been paid out due to court time, compared to 54,367 hours and
$2,314,272 in 2012. However, the hours and premium pay are down 17% and 15%
respectively when compared to 2011.

3" Quarter Salaries and Premium Pay

2013 2012 2011
Salaries $ 10,677,645 $12,324,703 $ 14,867,692
Premium Pay $3,727,061 $ 2,090,753 $2,764,172

The following chart shows how Salaries and Wages as of the 3 quarter have been
trending since 2009.

Salaries and Wages as of 3rd Qtr
2009-2013
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Salaries and Wages are up 3.3 percent over 2012, but still slightly below 2010 and 2011
and on par with 2009. Although there are currently a number of vacancies in the Bureau,
the number of officers at and above the rank of Police Officer 4™ Year peaked in 2012.

As the more senior officers retire, not only are the numbers replenished with recruits at a
lower salary, but the higher longevity payouts that were grandfathered in with the latest
bargaining agreement cease as well.

Bureau of Fire

A class of 27 Fire recruits graduated from the Fire Academy on August 16, 2013.
Premium pay continues to be high in 2013.

Callback hours are the main contributor to premium pay. With the additional 27
firefighters on hand, the Bureau now has approximately 603 firefighters on staff to work
suppression. Although another class of 28 recruits is due to graduate in November, Fire
is currently down 64 firefighters. Due to headcount and minimum staffing requirements
for the Fire Bureau, callback hours totaled 109,443 this quarter. The following chart
shows the number of callback hours for the first half of years 2011 through 2013:

Call Back Hours
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14,000 -
12,000 -
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10,000 -
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The following chart shows a closer snapshot of callback hours for the pay periods directly
before and directly after the recruit class graduation. The Office of Management and
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Budget expects callback hours to continue to decline since more firefighters are available
for suppression.

Call Back Hours
Before and After Fire Recruit Graduation
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The following pie charts show the percentages of Salaries versus Premium Pay in years
2011, 2012, and 2013. In 2011, Premium Pay totaled 23 percent of the amount paid out
in Salaries and Premium Pay. In 2012, it grew to 28 percent; presently it is up to 32
percent.
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Department of Public Works

The chart below shows the number and dollar amount of hours paid out in Streets
Maintenance premium pay by pay period. Premium pay is traditionally high between Pay
Periods 14 and 15 because of the Independence Day holiday. The small increase in Pay
Period 19 is due to the Labor Day holiday.

Streets Maintenance Premium Pay
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Environmental Services premium pay is trending similarly to prior years. Pay Periods 14,
15 and 19 are high due to the Independence Day and Labor Day holidays.
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ECKERT SEAMAINS
The PFM Group ATTORMEYS AT LAW

Wnﬁ

December 13, 2013

We have reviewed the City of Pittsburgh’s Quarterly Financial and Performance Report for the
third quarter of 2013. This report covers the first nine months of the City’s 2013 fiscal year,
running from January 1, 2013 through September 30, 2013.

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
2013 results and future financial performance. We will also highlight potential threats to the
City’s finances 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.

In its second quarter report, the City projected that year-end total revenues would match total
expenditures in the General Fund. This third quarter report shows a $6.0 million positive
difference between revenues and expenditures, which would be equal to 1.3 percent of total
projected year-end revenues. As described in more detail below, the City’s year-end forecast for
2013 has marginally improved because of higher revenue projections.

Revenues

Last year the City implemented a new financial management system. This system changed the
way the City tracks revenues in its quarterly reports. At the most basic level, the new system
uses 20 revenue subclasses while the old system in place before 2012 had over 30. The City still
tracks all the individual kinds of revenue, but they are organized differently as follows:

= The City now tracks the penalty and interest revenue associated with a specific tax in the
same subclass as the tax revenue itself. For example, penalties and interest payments for
delinquent parking taxes are tracked in the parking tax subclass. Previously all tax-
related penalty and interest payments were tracked together in a subclass called “other
taxes.”

= The City has a new intergovernmental revenue subclass that groups together several
items that were previously reported separately such as the Authority payments, gaming
revenue and state pension aid.

= The City has a new “charges for service” subclass that groups together several items that
were previously reported separately including EMS revenues, service charges managed
by the Department of Finance and the Borough of Wilkinsburg payments for City trash
and fire services.

While the City categorizes its revenues into different subclasses, the new system still has detail
on the items listed in prior quarterly reports. For the reader’s convenience, we have included a
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table at the end of this report that shows the City’s collections through September 2013
according to the former structure and compares them to the revenues through the third quarters
of 2009 through 2012.> Over time and with the County’s support, the City will be able to adapt
the new ERP system to report revenue figures differently as audience interest and needs dictate.

Revenue performance

Based on the results through three quarters, the City projects $475.8 million in total year-end
revenue for 2013, which would exceed budgeted levels by $5.6 million or 1.2 percent. The City
collected $375.6 million through September 2013, which was $15.6 million (or 4.3 percent)
more than it collected through September 2012. The table below shows the individual revenue
lines with the largest positive difference relative to last year.

Q3 2013 Q3 2012 Difference D'ff%”ce
Earned income tax revenue 62,156,600 50,323,905 11,832,695 23.5%
2% Local share of slots revenues 7,500,000 0 7,500,000 N/A
Deed transfer tax revenue 16,935,810 11,237,231 5,698,579 50.7%
Payroll preparation tax revenue 40,665,037 38,258,898 2,406,140 6.3%
State pension aid 18,027,000 16,899,566 1,127,434 6.7%
Total 145,284,447 116,719,600 28,564,848 24.5%

As the City notes in its narrative, earned income tax receipts are higher than in prior years
because of the changes driven by Act 32 of 2008. That Act requires more uniform tax
withholdings by employers and more timely tax collection and distribution by designated Tax
Officers.? Though Act 32 was passed in 2008, it was implemented in phases with some
provisions only recently taking effect. For example, the requirement that Tax Officers remit
revenue to taxing jurisdictions within 30 days of receipt took effect on April 1, 2013. The City
projects it will receive $80.8 million in EIT revenue by the end of 2013, which would be $10.4
million (or 14.7 percent) more than it received in 2012.

The City’s narrative addresses the deed transfer tax, which fluctuates from year to year
depending on the presence or absence of sales involving large commercial properties. In the last
five years, deed transfer tax revenue ranged from $11.6 million to $18.3 million.

! This chart does not show the revenue for the former Rentals and Charges and BBI — Breakeven subclasses. The
revenue lines that were previously tracked in those subclasses are now distributed between several subclasses in the
new system.

2 Jordan Tax Services is the designated Tax Officer that collects earned income tax for the City of Pittsburgh.
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The apparent increase in the local share of slots revenues is a timing quirk. The City received
$11.5 million in slots revenue in 2012, but it all came in the fourth quarter. State pension aid is
higher than budgeted because the amount of aid that the Commonwealth provides per employee
increased by 8.6 percent over 2012 levels.?

The payroll preparation tax is an important source of City revenue because it is large (third
largest source of revenue behind the real estate and earned income taxes) and has grown
annually. The graph below compares the payroll tax receipts to those from the earned income
tax and the local services tax for the third quarters of 2009 through 2013. All three taxes are
related to employment, but the payroll tax is the only one that has grown consistently over this
period.

Employment Related Tax Revenues through Three Quarters, 2009 — 2013 ($ Millions)
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The City projects nine of the 20 revenue categories will have a “variance” in 2013. Variances
are defined as an adverse change of at least one percent relative to the budget. Of those nine
categories, the seven that will fall at least $300,000 short of budget are shown below.*

® The City received $3,884 per employee in 2013 versus $3,576 in 2012. The City receives twice these amounts for
each firefighter and police officer.

* The two categories with smaller variances are the facility usage fee ($60,000) and other taxes ($12,000).
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Revenues with a Projected Variance of at least $300,000

Projected Budgeted Variance Variance
FY2013 FY2013 $) (%)
Real Estate Taxes 127,328,979 131,128,000 (3,799,021) -2.9%
Parking Tax 49,727,374 51,397,998 (1,670,624) -3.3%
Charges for Services 25,900,326 27,358,824 (1,458,498) -5.3%
Non-Profit Payment for Services 1,915,901 3,190,225 (1,274,324) -39.9%
Fines and Forfeits 8,903,097 10,091,092 (1,187,995) -11.8%
Public Service Privilege 1,143,968 1,501,630 (357,662) -23.8%
Local Service Tax 13,703,037 14,055,585 (352,548) -2.5%
Total 228,622,682 238,723,354  (10,100,672) -4.2%

The City’s narrative explains the $3.8 million variance in real estate taxes as a byproduct of the
recent Countywide reassessment. The reassessment spurred more property owners to appeal
successfully to have their assessments lowered. As the total assessed value across all properties
in Pittsburgh declines, the revenue generated by the current tax rate also declines. If the City
finishes 2013 with $122.5 million in current year property tax revenues as Finance projects,” it
will be the lowest total for the City’s largest source of revenue since the City started issuing
these reports in 2007. It is possible that this lower amount will continue as the new base for
future years unless the City successfully appeals for higher assessments on other properties.

The City’s narrative also explains the variance for the parking tax and the non-profit payment for
services. The City budgeted $3.2 million for the non-profit payment, the majority of which
comes from the City’s agreement with the Pittsburgh Foundation ($2.6 million). The City will
receive the final portion of the Foundation’s payment after the end of the 2013 calendar year.

The Charges for Services category, which has a $1.5 million projected variance, groups together
several revenue lines, the largest being EMS revenues ($10.6 million budgeted). EMS revenues
through the third quarter are $464,000 lower than a year ago. The year-to-year drop is the result
of changes in the mix of EMS transport calls, residents having higher deductibles in their health
insurance plans and other factors. Revenues from the Cable Bureau were also $1.8 million lower
than a year ago because of a timing issue that delayed some revenue into the fourth quarter.

The projected variance in revenue from fines and forfeits is due to lower than anticipated Parking
Court revenues. Through September, the City had $1.4 million (or 35.1 percent) less in revenue
from that source compared to a year ago. The City reports that compliance with parking

® The table above shows $127.4 million in projected year-end revenue because it includes revenue from prior years
and penalties and interest.
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regulations has improved after the installation of new parking meters, which reduces the number
of violations and associated revenue.

EXxpenses

The transition to the new financial management system has significantly changed how the City
tracks its expenditures. For years the City tracked several expenditures that cut across
departmental boundaries in sections of its budget marked “Non-Departmental.” In the new
system, those “Non-Departmental” expenditures have been moved into one of the operating
departments.  The largest non-departmental expenditures are placed in the following
departments.

New Location of Non-Departmental Expenditures

Item Old location New location
Debt Service Non-departmental — Debt Finance
Pension Fund Contribution Non-departmental — Personnel Finance
Retiree Fund Contribution Non-departmental — Personnel Finance
OPEB Contribution Non-departmental — Personnel Finance
?:c?il\tlg igﬁgf‘;ﬁg d employees) Non-departmental — Personnel Personnel
Social Security Non-departmental — Personnel Personnel
Medicare Retiree Benefits Non-departmental — Personnel Personnel
Workers' Compensation Non-departmental — Personnel Personnel
Utilities Non-departmental — Citywide CIs
Vehicle fuel Non-departmental — Citywide Finance
Judgments Non-departmental — Citywide Law
Postage Non-departmental — Citywide Finance
Ceridian (Payroll services) Non-departmental — Citywide Personnel
ERP Expenses Non-departmental — Citywide Finance

Eventually the City should charge some of these centrally budgeted expenses back to the
associated departments. For example, the cost of health insurance for police officers should be
listed in the Bureau of Police budget rather than budgeted centrally in the Personnel Department.
The cost of vehicle fuel should be charged to the departments that use the vehicles rather than
budgeted centrally under Finance’s Bureau of Procurement, Fleet and Asset Services. City
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Finance is aware of that objective and will work toward it as it becomes more accustomed to the
new system.

The new system tracks salaries and premium pay (including overtime) in one subclass called
Salaries and Wages. The system maintains detailed information on premium pay spending by
department and the City’s narrative discusses premium pay expenditures for the Bureaus of
Police and Fire.

Spending on non-personnel operating expenses, such as materials, supplies and service contracts,
is now tracked according to the Governmental Accounting Standards Board (GASB) categories,
which differ significantly from the City’s prior chart of accounts.

Expense performance

Through September 2013, the City spent $358.6 million or 76.4 percent of its annual $469.5
million operating budget. Based on those results, the City projects it will spend $469.8 million
this year, basically matching the adopted budget. At that level, 2013 expenditures would be 5.2
percent higher than last year’s total of $446.1 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 ($1.3
million), though that amount is less than one percent of the total employee benefit budget. The
three subclasses where the City projects to spend more than budgeted are Salaries and Wages
(%$1.5 million or 0.8 percent); Professional and Technical Services ($1.5 million or 14.5 percent)
and Supplies ($50,000 or 0.4 percent).

Last year the City spent $7.8 million on goods and services in the Professional and Technical
Services subclass and incurred another $2.2 million in encumbrances.” Encumbrances track the
City’s commitment to spend money once the related goods and services are delivered. The
majority of the $2.2 million in encumbrances are related to the Enterprise Resource Planning
system ($1.3 million) with payroll processing, actuarial, tax collection and auditing services
accounting for the rest. The City did not spend that $2.2 million during 2012, but it expects to do
so in 2013. The $2.2 million in encumbrances appear in the Q3 2013 report, bringing the total
projected expenditures on this subclass to $11.5 million -- $2.2 million for encumbrances from
2012 plus $9.3 million for goods and services procured in 2013 — and explaining the variance.

Expenditures by department
When compared to the approved 2013 budget, the City projects four departments will spend

more than budgeted this year. The Department of Finance will exceed budget by $1.1 million
because of the ERP-related encumbrances described above. Smaller encumbrances from 2012

® This total comes from the City’s Q4 2012 report, so it is a non-audited figure.

" The City budgeted $14.5 million for this subclass in 2012. Even with the encumbrances, the City was under budget
last year.
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explain the apparent surplus spending for Public Safety Administration and the Human Relations
Commission.

The City projects it will spend $5.1 million (or 9.4 percent) more than budgeted in the Bureau of
Fire because of higher spending on premium pay. The City projects year-end premium pay
spending will be $18.3 million versus the $11.5 million budgeted.

Through the third quarter, the City spent $2.8 million (or 9.9 percent) more on Fire salaries in
2013 than in 2012. Premium Pay through three quarters is up by a larger dollar amount ($3.0
million) and percentage (14.7) over last year. That trend is even stronger over a longer period.
From 2009 to 2013 salary spending increased by 3.0 percent (or $916,000) versus a 75.9 percent
(or $6.0 million) increase in premium pay.

Bureau of Fire Salary and Premium Pay Expenses Through September®
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As the City’s narrative notes, one fire academy class graduated in August and another in
November. The additional employees will boost headcount and salary expenditures, though the
Bureau will still spend $668,000 (or 1.8 percent) less than budgeted on base salaries according to
the most recent year end projections, since the new firefighters have filled vacant positions.

The recent hiring is also relevant because Bureau of Fire premium pay (overtime) is frequently
described as a function of headcount: When there are too many vacant positions, the City has to
“call back” off duty firefighters on overtime to fill the open shifts, which increases premium pay
spending. However, the large increase in premium pay spending in recent years indicates factors
other than headcount may be driving these expenditures.

Consider the chart below that shows the Bureau of Fire’s headcount and spending levels on a
quarterly basis for 2011 and 2013. The City had comparable staffing levels in both years, with

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

25



slightly more employees in 2011. But the City spent $8.9 million on fire premium pay through
September 2011 versus $13.9 million through September 2013, a 56 percent increase. The City
spent 75 percent more on premium pay in Q1 2013 and 101 percent more on premium pay in Q2
2013 despite much smaller differences in bureau headcount.

Fire Department Headcount and Premium Pay, 2011 versus 2013

2011 2013 % 2_011 2_013 %
Headcount | Headcount Premium Pay Premium Pay
First quarter 615 613 0% 2,935,647 5,151,848 75%
Second quarter 634 604 -5% 2,375,917 4,778,381 101%
Third quarter 626 625 0% 3,593,671 3,998,820 11%
Total (Average for headcount) 625 614 -2% 8,905,235 13,929,048 56%

Several factors other than Bureau headcount could account for the large increase in premium pay
spending. Some factors, like the number or severity of fires, are beyond the City’s direct control
in the short term, but Bureau management may be able to affect other factors. If premium pay
spending does not decrease significantly in the months following the November 2013 fire
academy graduation, the City should take a closer look at factors other than headcount that drive
premium pay spending.

Police

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 $41.8 million on salaries, in-
grade pay and longevity through September 2013, which was $1.2 million (or 2.9 percent) less
than through September 2012. Premium pay spending appears to jump by $2.6 million (or 49.4
percent) from 2012 to 2013. As the City’s narrative describes, that’s because of the new
Secondary Employment Trust Fund and the lag in reimbursements for premium pay related to
secondary employment.® Over the longer period, the City’s spending on salaries and premium
pay through three quarters has been flat since 2009.

® Secondary employment refers to the shifts that police officers work outside of their regular schedule, usually in
return for payment from the private entity benefiting from the additional police coverage.
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Bureau of Police Salary and Premium Pay Expenses through September™®
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As of the last pay period in Q3 2013, the total active employee head count across all funds was
3,378, which were 34 people (or 1.0 percent) less than in the last pay period in Q2 2013. The
table below shows the departments and bureaus that had a net head count change of at least three
over this time.

Head Count Change by Department/Bureau

Q22013 Q32013 Change Change (%)
Planning 40 44 +4 10.0%
Fire 628 624 -4 -0.6%
Council/Clerk's Office 47 43 -4 -8.5%
Parks 410 400 -10 -2.4%
Police 943 925 -18 -1.9%
Citywide 3,412 3,378 -34 -1.0%

The Bureau of Police had a higher concentration of employee separations in Q3 2013 than usual.
All but three of the employee separations were due to retirements.

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.*? It shows the impact of the two fire
academy classes on Bureau head count in the first half of 2013.

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

1 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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Head Count for Police, Fire and Public Works (Last Four Quarters)
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Over a longer period, the City’s total head count has steadily declined since 2009 with a total

reduction of 118 positions (or 3.4 percent). The graph below shows head count drops in 2010,
2012 and 2013.

12 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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Total Headcount™®
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The chart below shows the changes in employee headcount and spending on employee salaries
and premium pay over this period for the six largest City departments and bureaus. The head
count in individual departments at a specific point in time can be skewed by events occurring
right before the measurement is taken (i.e. City fills 10 vacancies right before department head
count is recorded). But the overall trend is a decline in City head count across all large
departments, except Parks where changes in seasonal employment make it harder to discern a
trend.

Changes in Head Count and Salaries/Wages from Q3 2009 to Q3 2013

Head Count Salaries and Wages
Change Change (%) Change Change (%)
Police -16 -1.7% +$90,984 +0.2%
Public Works -14 -2.1% +$875,187 +4.9%
Fire -11 -1.7% +$6,926,557 +18.2%
Parks +15 +3.9% -$210,983 -7.9%
EMS -17 -9.2% -$160,410 -1.7%
Finance -18 -15.8% -$132,164 -4.2%
Citywide -118 -3.4% +$6,900,538 +5.2%

3 Count includes all employees in all funds, including employees on different types of leave status

! Head count includes all employees in all funds, including employees on different types of leave status. Salaries
and wages includes premium pay.
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While total City head count has dropped by 3.4 percent over this period, City spending on
employee cash compensation has increased by 5.2 percent. In some units, like the Bureau of
Fire, this dynamic is pronounced. In that bureau head count declined by 1.7 percent and cash
compensation increased by 18.2 percent. Even units with larger drops in head count, like the
Bureau of EMS or the Department of Finance, have had smaller decreases in cash compensation
spending.

The divergence between head count and employee compensation costs is even larger once City
spending on employee fringe benefits and pension contributions are taken into account.
Spending on active and retired employee fringe benefits (e.g. health insurance, worker’s
compensation) increased by $13.4 million (or 23.8 percent) from Q3 2009 to Q3 2013.
Contributions to the pension fund have increased by $18.5 million (or 50.2 percent) over this
period.

Overall the City spent $38.8 million (or 17.1 percent) more on total compensation for active and
retired employees in Q3 2013 than in Q3 2009, even though the City has 118 (or 3.4 percent)
fewer active employees.

This is the difficult dynamic that Pittsburgh and many other cities face — spending on employee
compensation rises, even as the number of active employees drops, because of rising costs in
fringe benefits and pension contributions.

Summary

Based on results through September 2013, the City projects year-end revenues ($475.8 million)
will exceed expenditures ($469.8 million) for a positive operating result of $6.0 million (or 1.3
percent).

On the revenue side, the City projects earned income tax revenues will exceed budget by $7.4
million (or 10.0 percent) because of statutorily driven changes in how the tax is collected.
Revenues from the deed transfer tax and State pension aid will also surpass the budget targets.
The additional revenue in those areas offsets the projected $3.8 million shortfall in real estate tax
revenues and smaller shortfalls elsewhere.

On the expenditure side, the City projects four departments will spend more than budget. For
three of those departments, the variance is due to the City tracking encumbrances from 2012 as
expenditures in 2013. The City projects the Bureau of Fire will spend $5.1 million (or 9.4
percent) more than budget because of higher than anticipated premium pay. Even with the
encumbrances and Fire premium pay trends, savings in other departments and bureaus keep total
spending within budgeted levels.

Sincerely,

James H. Roberts Dean Kaplan
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Historical Revenues Tracked According to Former Categories

3Q FY2009 3Q FY2010 3Q FY2011 Differen.ce ($) Difference
Real Estate - Current 122,424,618 121,520,504 123,377,751 123,852,644 116,661,772 (7,190,872) -5.8%
Real Estate - Prior 3,461,047 2,004,446 3,242,837 3,846,291 3,485,446 (360,845) -9.4%
Payroll Prep 35,256,395 35,274,449 38,149,303 39,659,881 41,843,452 2,183,571 5.5%
Amusement Tax 9,341,988 9,258,568 11,840,348 10,287,069 10,889,715 602,646 5.9%
Earned Income 50,689,596 51,510,764 53,684,146 50,239,752 62,362,324 12,122,572 24.1%
Deed Transfer 8,548,164 11,181,140 12,157,296 11,237,231 16,935,810 5,698,579 50.7%
Parking 32,141,567 32,807,738 35,922,287 35,730,134 36,722,540 992,405 2.8%
EST/LST 10,340,240 10,614,617 10,312,975 10,226,029 10,320,292 94,264 0.9%
Business Privilege 8,913,558 463,309 212,168 58,681 27,094 (31,587) -53.8%
Facility Usage Fee 2,129,980 2,225,778 2,807,079 2,513,566 2,371,146 (142,420) -5.7%
Other Taxes 1,857,625 1,521,154 1,506,113 1,315,390 1,090,550 (224,840) -17.1%
Interest Earned 237,551 142,604 48,174 45,096 56,884 11,788 26.1%
Fines & Forfeit 5,304,454 4,909,299 6,977,604 7,018,181 5,598,604 (1,419,578) -20.2%
Liquor, Bus. & Govt Licenses 911,694 838,762 932,270 875,559 869,500 (6,059) -0.7%
Rental & Charges 2,596,653 2,905,402 2,598,552 N/A N/A N/A N/A
PSP & POS 2,904,652 2,983,508 5,577,729 3,923,011 3,310,889 (612,121) -15.6%
Breakeven - BBI 4,720,658 3,688,251 4,278,061 N/A N/A N/A N/A
Breakeven - EMS 5,766,549 7,928,972 7,768,901 8,158,125 7,694,506 (463,619) -5.7%
Breakeven - Other 4,292,723 3,690,948 3,810,485 3,976,853 2,129,722 (1,847,132) -46.4%
Federal & State Grants 3,608,188 3,075,124 4,155,041 2,936,679 2,232,052 (704,627) -24.0%
Liquid Fuels 2,315,000 1,157,500 2,315,000 2,315,000 2,315,000 0 0.0%
State Grant Support 0 0 1,463,500 0 0 0 N/A
State Pension Aid 15,030,106 15,595,175 26,907,639 16,899,566 18,027,000 1,127,434 6.7%
Non-Profit Payment 819,985 152,742 3,393,288 2,933,775 274,384 (2,659,391) -90.6%
Reimbursement - CDBG 0 292,382 0 509,422 236,588 (272,834) -53.6%
Authority Payments 3,994,564 3,401,758 3,652,950 3,995,572 3,553,942 (441,630) -11.1%
State Utility Distribution 0 0 459,192 0 12,637 12,637 N/A
Act 77 7,098,569 7,243,745 7,354,024 7,701,426 7,426,709 (274,717) -3.6%
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3Q FY2012

3Q FY2013

2013 vs. 2012

%

3Q FY2009 3Q FY2010 3Q FY2011 Difference (§) ~ Difference
Miscellaneous 65,960 94,674 2,026,043 106,514 163,817 57,304 53.8%
Econ. Dev. Slots Revenue 0 0 0 0 0 0 N/A
2% Local Slots Revenue 0 0 1,344,146 0 7,500,000 7,500,000 N/A
Intergovernmental Fee 579,375 596,756 966,398 1,341,196 1,872,690 531,494 39.6%

379,241,298 360,042,420 375,601,700 15,559,280

345,351,459 | 337,080,070

Source: Revenues shown are year-to-date. Data comes from the third quarter reports for 2009 through 2011 and the
Controller’s revenue reports for September 2012 and September 2013. Quarterly report numbers are unaudited and subject to
change. When the City implemented the new financial management system in 2012, it began tracking the items in the former
Breakeven — BBI and Rentals and Charges categories differently so their amounts are not shown for 2012 and 2013.
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City of Pittsburgh Quarterly Financial & Performance Report

CAPITAL IMPROVEMENT PROGRAM

The fllowing is a quarterly status of approved Capital Improvement Program (CIP)
projects being administered by the City of Pittsburgh. This report references all projects
which are approved with funding allocated in budget year 2013.

Projects within the Capital program are multi-year projects, and are supported by various
funding sources such as Community Development Block Grant (CDBG), Capital bond,
City (PAYGO) funds, grants, and Federal and State support. The City’s 2013 CIP project
allocation has been maximized by the issuance of a Capital bond. The City currently has
90 projects approved for 2013 valued at $65.6 million. Bond funds account for 56 percent
($36.8 million) and CDBG funds are 20 percent ($13.3 million) of the total Capital
funding. Other funds including City (PAYGO) funds, Federal funds, and private funding
make up 24 percent ($15.8 million) of the Capital program funding.

The City of Pittsburgh effectively maintains a robust Capital program, provides
transparency and efficiency, and provides stewardship of our infrastructure and
maintenance of the public’s assets.

PROJECT STATUS

The following is a status update by Department forsdeond quarter. Along with the
warmer weather, construction and the rehabilitation of the City’s assets has begun. Much
of the work performed in the second quarter utilized prior years’ funding, and thus, will
not be included in the attached report. In addition, the City's Community Development
Block Grant (CDBG) has not yet been approved or distributed by the Federal
government.

Paving Program  The City of Pittsburgh maintains over 861 miles of asphalt streets.
The Department of Public Works publishes the annual paving list for residents to view
where street paving will occur in City neighborhoods. Through the second quarter, the
City of Pittsburgh has paved approximately 15.84 miles of road.

Swimming Pools and Spray Parks The City of Pittsburgh maintains 18 public
swimming pools located throughout the City. Pools are managed by the Department of
Parks and Recreation (Citiparks) and maintained by the Department of Public Works
from the beginning of the summer until Labor Day. The Department of Parks and
Recreation has cleared permitting hurdles in order to complete the construction of the
Arlington Spray Park and begin construction on two more spray parks.

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. Another part of this
funding is distributed by the Allegheny Regional Asset District (ARAD) for work that the
City is completing on the fountain and other projects in Point State Park.
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Comprehensive Plan  PLANPGH is the City of Pittsburgh's first ever comprehensive
long-range plan. It is the City’s policy guide in order to provide a better framework for
logical and efficient decision as it relates to land and financial resources. There are 12
key components to the City's Comprehensive Plan. For a complete list of components
and the timeline, please visit www.planpgh.com.

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 by 2014, which
includes an education and outreach component.

Public Safety Radios Public Safety Radios were the City’'s largest Capital expenditure

in the second quarter. The Federal Communications Commission (FCC) has mandated
that all public safety bureaus operate on a narrow band frequency, and therefore, the City
was required to purchase new radios for personnel and vehicles.
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