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OVERVIEW

This is the fourth 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 fourth quarter of the City’s 2013 fiscal year, for the
period of October 1, 2013 through December 31, 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 fourth quarter financial results for the balance of the fiscal year forecast that
the City will end the year with revenues over budget by $3.2 million, or 0.7% and
expenditures under the final budget (adopted budget with prior year encumbrances) by
$10.7 million, or 2.3 percent.
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REVENUE RESULTS AND PROJECTIONS

The City collected $97.8 million in revenue during the fourth quarter. This represents
20.1 percent of total revenue budgeted for the year. This is $14.3 million less than the
same period last year, or a 3.0 percent decrease as a percent of annual budgeted revenue
collected when compared to the fourth quarter of 2012. In 2012, the City collected $112.1
million or 23.9 percent of the budgeted revenues through the fourth quarter. The 2013
revenue collections exceed budget by $3.2 million.

Fourth quarter total revenue collections exceed budget, however, some revenues are
slightly under budget. Real Estate Tax collections missed budget by $7.2 million, or 5.5
percent. This is due to the adjustments needed for the collection of taxes after the re-
assessment. Parking Tax missed budget by approximately $1.9 million, or 3.8 percent.
This is due to the National Hockey League lockout and no rate increases in garages. On a
positive note, Earned Income Tax exceeded the budgeted amount by $8.7 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 4™ Qtr Year End Budget to Year End

472.2 million 470.2 million 473.4 million 3.2 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 missed 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 have slightly missed
budget as well. This total includes all Penalties and Interest.

Real Estate- Current Year

FY 2012 Actual

FY 2013 Budget

4™ Qtr Year End

Budget to Year End

126.5 million

126.1 million

119.3 million

(6.8) million

Real Estate- Prior Year

FY 2012 Actual

FY 2013 Budget

4™ Qtr Year End

Budget to Year End

5.8 million

4.9 million

4.5 million

(0.4) million
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Payroll Preparation Tax
The Payroll Preparation Tax is $0.1 million higher than the same period in 2012. Total

revenue for 2013 has slightly exceeded budgetary projections.

FY 2012 Actual FY 2013 Budget 4™ Qtr Year End Budget to Year End

52.1 million 54.4 million 54.5 million 0.1 million

Earned Income Tax
Earned Income tax collections were less than the same period last year by $0.3 million.
Total revenue collections for the Earned Income tax has exceeded budget by $8.7 million.

FY 2012 Actual FY 2013 Budget 4™ Qtr Year End Budget to Year End

70.4 million 73.4 million 82.1 million 8.7 million

Local Services Tax
Local Services tax collections remained steady over the same period last year. Revenue

has missed budget by $0.2 million.

FY 2012 Actual FY 2013 Budget 4™ Qtr Year End Budget to Year End

13.6 million 14.0 million 13.8 million (0.2) million

Deed Transfer Tax

Deed Transfer tax collections for the fourth quarter of 2013 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 exceeded budget by $5.4 million.

FY 2012 Actual FY 2013 Budget 4" Qtr Year End | Budget to Year End

14.8 million 15.9 million 21.3 million 5.4 million

Fines and Forfeits
Fines and Forfeits increased by $0.1 million compared to the same period last year,
however, revenues missed budget by 1.2 million.

FY 2012 Actual FY 2013 Budget 4" Qtr Year End | Budget to Year End

9.3 million 10.1 million 8.9 million (1.2) million




City of Pittsburgh Quarterly Financial & Performance Report

Charges for Service- EMS
Charges for Service- EMS revenues decreased by $0.2 million in fourth quarter
collections compared to the prior year. EMS revenue missed budget for 2013.

FY 2012 Actual FY 2013 Budget 4™ Qtr Year End Budget to Year End

10.6 million 10.6 million 10.1 million (0.5) million

Amusement Tax

Amusement Tax receipts for the fourth quarter increased by $0.5 million over the same
prior year period. The increase is attributable to the Pittsburgh Pirates playoff games.
Revenues have exceeded budgeted levels.

FY 2012 Actual FY 2013 Budget 4" Qtr Year End | Budget to Year End
11.9 million 12.5 million 13.0 million 0.5 million
Parking Tax

Fourth quarter Parking Tax receipts exceeded collections during the same period in 2012.
Revenues missed budget by $1.9 million or 3.8 percent.

FY 2012 Actual FY 2013 Budget 4™ Qtr Year End Budget to Year End

47.8 million 51.3 million 49.4 million (1.9) million

Non-Profit Payment for Services

Non-Profit Payment for Services fourth quarter revenue is down slightly compared to the
same period last year. The City has signed a contribution agreement with the Pittsburgh
Foundation earmarking $2.6 million for 2012 and $2.6 million for 2013. Revenues will

miss budgeted levels due to the timing of the final payment.

FY 2012 Actual FY 2013 Budget 4" Qtr Year End | Budget to Year End
5.0 million 3.1 million 1.9 million (1.2) million
Act 77

Act 77 fourth quarter collections of the additional 1 percent sales tax were slightly more
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. Act 77 revenue has
slightly missed budget for 2013.

FY 2012 Actual

FY 2013 Budget

4™ Qtr Year End

Budget to Year End

12.6 million

12.6 million

12.5 million

(0.1) million
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EXPENDITURE RESULTS AND PROJECTIONS

Expenditures for the fourth quarter of 2013 totaled $103,261,203, or 22 percent of the
total adopted operating budget of $469.8 million. This represents a $10.9 million increase
in expenditures compared to the same period in 2012, in which expenditures totaled
$92.4 million, or 20 percent of budget. The increase this year is primarily due to the
timing of pension contributions.

Total expenditures for 2013 were $461.8 million, which is $10.7 million below the final
budget expenditures of $472.5 million.

Budget Year 2013 — Expenditure Summary

FY 2013 Final 4™ Qtr Year End Budget to Year
FY 2012 Actual Budget Estimate End Estimate
459.0 million 472.5 million 461.8 million (10.7) million

Salaries and Wages Expenditures

Salaries and Wages paid in the 4™ quarter totaled $49.3 million, which is $2.5 million or
5 percent 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 spent $189 million
on salaries and wages. This represents a budgetary overage of $0.8 million, or 0.4
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

4" Qtr Year End | Budget to Year
FY 2012 Actual FY 2013 Budget Estimate End Estimate
180.5 million 189.8 million 189.0 million 0.8 million
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EXPENDITURE ANALYSIS: POLICE, FIRE, AND PUBLIC WORKS

Bureau of Police

Current Police strength stands at 858. Police Salaries, with longevity and acting pay, this
quarter totaled $17,877,311, which is $2.7 million, or 18 percent, higher than in 2012.
This increase is due to an accounting correction; a $2,165,956 COPS grant deposit was
incorrectly booked to Police salaries in the 3™ quarter and the correction was not made
until December.

4™ Quarter Salaries and Premium Pay

2013 2012 2011
Salaries $17,877,311 $15,152,937 $ 15,639,427
Premium Pay $832,350 $1,788,860 $2,195,665

Premium pay expenditures are 53 percent lower this quarter than in 2012 and 62 percent
lower than in 2011.  As discussed in the previous quarterly reports, premium pay
numbers have not been following past patterns due to the changes in Secondary
Employment and the creation of the Secondary Employment Trust Fund. Two transfers
totaling the amount of $3,572,716 were made this quarter from the Secondary
Employment Trust Fund to Police Premium Pay to offset the amount paid out in 2013
(which totaled $6.5 million for the year) for details.

Premium Pay due to court appearances ended the year at 76,133 hours and $3.3 million,
or 2.5 percent more than last year but 6.4 percent lower than the $3.5 million in 2011.

Longevity payments totaled $3,140,966 for 2013, which is 4 percent higher than the total
paid out in 2012. The chart below shows Longevity Pay expenditures from 2003 to now.
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Longevity Payments
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Although all officers with four or more years of service are now eligible for longevity
pay, the younger officers receive payments at a flat rate and a lower amount than those
more senior officers whose longevity pays were based on a percentage of their salary and
grandfathered in from previous contracts.

Bureau of Fire

With a class of 26 graduating from the Fire Academy in November, the Bureau of Fire
had 616 Firefighters as of 12/31/2013. The number of vacant firefighters at year-end was
51. A class of 28 is also scheduled for April.

Callback hours are the main contributor to premium pay. 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:

10
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Call Back Hours
2011 - 2013
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With the added staffing, callback hours this quarter have shown a decline, averaging
13,755 hours per pay period, down from an average of 15,569 per pay period for the
third quarter, 16,115 hours in the second quarter, and 14,289 in the first quarter.

The following graph demonstrates that while salaries expenditures have been declining
since 2010, premium pay has increased 13.5 percent since 2010. The percentages of
premium pay as a percentage of total salaries and wages has risen from 21.5 percent in
2010 to about 31.3 percent in 2013.

Salary vs. Premium Pay
2010-2013
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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. Spikes in pay periods 25 and 26 are due to the
holiday season as well as the small snowstorm we had at the end of December.
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Environmental Services premium pay is trending similarly to prior years. Pay Periods 25
and 26 are higher due to the holiday season. New state mandates prohibit trucks to carry
loads over ten tons. This forces Environmental Service crews to make more trips to and
from the landfills. Any truck caught violating the ten ton limit will be issued a citation.
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ECKERT SEAMANS

ATTORNEYS AT LAW

Wnﬁ

The PFM Group

February 25, 2014

We have reviewed the City of Pittsburgh’s Quarterly Financial and Performance Report for the
fourth quarter of 2013. This report covers the activity in the General Fund for the final three-
month period of the City’s 2013 fiscal year, running from October 1, 2013 through December 31,
2013

The primary goal of our review is to assess the City’s financial performance and discuss revenue
and expenditure trends for the quarter and all of 2013. Since the fourth quarter report shows
actual results, not projections, our review highlights factors that caused actual revenues and
expenditures to divert from projections made in 2013. Aside from summarizing the past year,
this will also flag the revenue and cost drivers that should be monitored in the future.

Based on the unaudited results presented in this report, the City finished 2013 with a positive
operating result of $11.6 million in its General Fund, or 2.5 percent of total year-end revenue.
The City has had a positive operating result every year except one (2010) since it started issuing
these reports in 2005.

The City continued its trend of spending less than budgeted in its General Fund on an annual
basis. The City spent $7.7 million (or 1.6 percent) less than budgeted in 2013, with close to half
of the savings in employee benefits. The City spent $4.4 million less than budgeted on active
employee health insurance.

Revenues finished close to budget with a $3.3 million (or 0.7 percent) positive difference.
Mandatory changes in how the earned income tax is collected helped revenue from that source
finish $8.7 million (or 11.8 percent) higher than budget and at the highest level ever since the
City began issuing these reports. Deed transfer tax also finished $5.3 million (or 33.4 percent)
ahead of projections. These positive differences countered the shortfalls in real estate tax (-$7.3
million), charges for service (-$2.2 million) and the parking tax (-$2.0 million).

While the annual audit that the City Controller releases will provide a more comprehensive view
of the City’s 2013 financial performance on an accrual basis, the cash results presented here
indicate that the City continues to balance its revenues with its expenditures in the General Fund
on an ongoing basis.

! Unless otherwise noted, this report covers the financial activity in the City’s General Fund and not any additional
activity in separate trust funds or special accounts.
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Year-End General Fund Operating Balance ($Ms)?
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In 2012 the City launched a new ERP system that changes how the City tracks revenues in its
quarterly reports. At the most basic level, the new system uses 20 revenue subclasses while the
old one 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, the revenue from penalties and
interest payments for delinquent parking taxes is tracked in the parking tax subclass.
Previously all tax-related penalties and interest payments were tracked together in a
subclass called “other taxes.”

% The 2010 operating deficit was the largely the byproduct of two unique events. On the revenue side, the City
budgeted $7.3 million in local gaming revenue and the ICA released the funds to the City in early 2011 once there
was an agreement to use the proceeds to implement the ERP and fund other capital projects. On the expenditure
side, with the approval of the ICA and the Act 47 Coordinators, the City transferred all the money in its debt service
reserve fund to its pension fund in late 2010 to help meet the December 31 deadline for boosting its aggregate
pension funding level to at least 50 percent. This included $8.2 million for debt service payments in 2010. With the
debt service reserve fund empty, the City had to use General Fund money to cover this $8.2 million payment
instead. Those events reduced the General Fund revenues by $7.3 million and increased General Fund expenditures
by $8.2 million.
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= 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
table at the end of this report that shows the City’s Q4 2013 collections according to the former
structure and compares them to the fourth quarter revenues for 2010 through 20123 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 its reported fourth quarter results, the City collected $473.5 million in year-end
revenues, $11.2 million (or 2.4 percent) more than the 2012 Q4 adjusted total of $462.2 million.
The 2012 total was adjusted to remove the $10.0 million in prior year fund balance. The
following chart compares year-end revenues collected from 2007 through 2013. Over this
period, total revenues increased by $25.1 million or 5.6 percent.

Year-End Total Revenues Collected ($Ms)
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Source: Fourth quarter reports. FY2012 figure does not include $10 million in prior year fund balance

® 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 new subclasses in
the new ERP system.
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Four taxes — current year real estate, earned income, payroll preparation and parking — accounted
for almost two-thirds of the City’s 2013 revenues ($305.1 million or 64.4 percent) in 2013. The
share of total revenue collected from these four taxes has varied from 64.0 to 68.0 percent since
2008.

Referring to the revenue categories in the City’s report, four subclasses exceeded 2013 budget
targets by at least $500,000. The largest difference was in earned income tax, which has
increased with the full implementation of Act 32 of 2008. As described in prior quarterly
reports, that Act requires more uniform tax withholdings by employers and more timely tax
collection and distribution by designated Tax Officers.*

Revenues that Exceeded Budget by at least $500,000

Revenue I':A‘Ycztgig E\L(jggle; Surplus ($) Surplus (%)
Earned Income Tax 82,122,206 73,440,000 8,682,206 11.8%
Deed Transfer Tax 21,328,770 15,989,953 5,338,817 33.4%
License and Permit 9,861,346 8,580,398 1,280,948 14.9%
Intergovernmental 51,360,515 49,535,051 1,825,464 3.7%
Total 164,672,837 147,545,402 17,127,435 11.6%

Deed transfer tax exceeded budget by $5.3 million (or 33.4 percent). This revenue fluctuates
from year to year depending on the presence or absence of sales involving large commercial
properties. The 2013 receipts were the highest in the last five years, surpassing the $18.3 million
mark reached in 2011. For the license and permit subclass, while individual line items
outperformed budget in 2013, the $1.3 million surplus is partly attributable to accounting
changes. Some revenues are recorded in one subclass but budgeted in others, creating a surplus
in this subclass and shortfall in others. For example, building inspection revenues were budgeted
under charges for services but are recorded in the license and permit subclass.

Eight of the 20 revenue categories had a “variance” in 2013. Variances are defined as an adverse
change of at least one percent relative to the budget. Of those eight categories, the six that fell at
least $500,000 short of budget are shown below.”

Actual Budget - o
Revenue FY2013 FY2013 Deficit ()  Deficit (%)
Real Estate Taxes 123,854,615 131,128,000 (7,273,385) -5.5%
Charges for Services 25,120,821 27,358,824 (2,238,003) -8.2%

# Jordan Tax Services is the designated Tax Officer that collects earned income tax for the City of Pittsburgh.
®> The two categories with smaller variances are the local service tax ($238,000) and other taxes ($36,000).
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Actual Budget

Revenue Deficit ($)  Deficit (%)

FY2013 FY2013

Parking Tax 49,447,711 51,397,998 (1,950,287)  -3.8%
Non-Profit Payment 1,948,577 3,190,225 (1,241,648)  -38.9%
Fines and Forfeits 8,850,130 10,091,092 (1,240,962)  -12.3%
Public Service Privilege 986,750 1,501,630 (514,880) -34.3%
Total 210,208,604 224,667,769  (14,459,165)  -6.4%

The largest variance by dollar amount was in real estate taxes where current year revenue fell
$6.8 million short of budget as a result of the recent County wide reassessment and the City’s
response to it.

The County used the new property values generated by the recent reassessment for the first time
in 2013. The total value of taxable property increased by 49 percent, so the City reduced its
property tax rate from 10.8 to 7.56 mills to avoid a windfall related to reassessment. The City
also increased its homestead exemption from $10,000 to $15,000. Reassessment spurred more
property owners to appeal successfully to have their assessments lowered. So the total assessed
value across all properties in Pittsburgh dropped below the amount initially generated by
reassessment. The combination of these factors — lower tax rates, higher homestead exemptions
and successful appeals of property valuations — combined to leave the City with $119.3 million
in current year revenue, $7.2 million (or 6.1 percent) less than in 2012. The $119.3 million was
the lowest amount since the City started issuing these reports in 2007. Unless the City
successfully appeals for higher assessments on some properties or changes its tax rate, this may
be the new base amount of annual revenue.

The charges for services category, which had a $2.2 million projected variance, groups together
several revenue lines, the largest being EMS revenues ($10.6 million budgeted). EMS revenues
finished $634,000 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.

The City’s narrative explains the variance in parking tax revenues. The shortfall in non-profit
payment for services is due to the timing of the final payment, which will arrive in 2014.

The variance in revenue from fines and forfeits was due to lower than anticipated Parking
Authority Ticket revenues. The City had $1.5 million (or 21.1 percent) less in revenue from that
source compared to a year ago. The City reports that compliance with parking regulations has
improved after the installation of new parking meters, which reduced the number of violations
and associated revenue.
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Expenditures

The transition to the new ERP 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
Health insurance

(Active and retired 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 with all other employees 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. The City 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
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bureau and the City’s narrative discusses premium pay expenditures for Police, Fire and Public
Works.

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.

Expenditure performance

Based on the fourth quarter results, the City spent $461.8 million in 2013, which was 1.6 percent
(or $7.7 million) less than budgeted® and 3.5 percent (or $15.7 million) more than the 2012 year-
end expenditures.

Year-End Expenditures ($Ms)’
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Personnel was the department with the largest year-to-year increase by dollar amount at $6.0
million (or 7.4 percent). The majority of that increase is due to an apparent increase in spending
on retiree medical insurance ($4.8 million or 25 percent increase over 2012) and worker’s
compensation ($3.9 million or 20.8 percent).?

® As the City’s narrative notes, the City spent 2.3 percent or $10.7 million less than the City’s 2013 budget plus
encumbrances from 2012.

" The FY2007 total does not include a net $41 million transfer related to pay-as-you-go capital projects and debt
service payments from the sinking fund. The FY2008 total does not include the $60 million transferred to pay-as-
you-go capital projects.

® The City budgets the retiree medical insurance and worker’s compensation expenses for all departments in
Personnel.
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The increased spending on retiree health insurance is partly the byproduct of when the City made
its payments for prior years’ coverage. The City paid for 13 months of coverage in 2013,
including one month from 2012. That extra month increased the 2013 payments by $1.4 million
and decreased the 2012 payments by the same amount. Backing out that $2.8 million swing, the
2013 spending levels would be $2.0 million or 9.8 percent higher than in 2012. The City
anticipated this timing-related increase and budgeted accordingly, so there was not a budget
shortfall for this item last year.

There is a similar explanation for the apparent increase in worker’s compensation expenses. The
City transfers money from its General Fund to the Voluntary Employee Benefit Account
(VEBA) Trust Fund, which then covers the actual worker’s compensation expenses. The City
spent $21.2 million out of the VEBA in 2012 and $21.1 million in 2013, though the timing of the
General Fund transfers make it appear as if the City’s spending increased by 20.8 percent from
year to year.

The City spent less than budgeted in 2013 in most subclasses with the largest savings-to-budget
($4.4 million) in employee benefits. Most of that savings occurred in health insurance for active
employees, where the City budgeted $30.1 million and spent $4.4 (or 14.6 percent) less than its
allocation. The City also spent $1.8 million (or 8.5 percent) less than budgeted on property
services and $0.8 million (or 0.4 percent) less on salaries and wages, which now includes
overtime.

The City spent $131,000 (or 1.3 percent) more than budgeted on professional and technical
services. That small variance is explained by the encumbrance issue described in prior quarterly
reports. In 2012 the City spent $7.8 million on professional and technical services 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 were related to the Enterprise Resource Planning system with payroll processing,
actuarial, tax collection and auditing services accounting for the rest. The City did not actually
spend that $2.2 million until 2013, so the expenditures were recorded in 2013 and captured in
this report, bringing the total to $10.1 million for 2013 and accounting for the small variance.

Expenditures by department

All departments and major bureaus except Fire spent less than their original 2013 budget
allocation. Comparing year-end expenditures to the City’s budget at the beginning of 2013, the
largest savings-to-budget were in Personnel ($4.3 million), Police ($961,000), Environmental
Services ($944,000) and Law ($914,000). The aforementioned savings-to-budget for active
employee health insurance accounts for most of Personnel’s savings. The City spent less than
budgeted on salaries in the Bureaus of Police and Environmental Services and judgments in the
Law Department.

° 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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The Bureau of Fire spent $4.0 million (or 7.4 percent) more than its original budget allocation
because premium pay spending was $6.3 million (or 54.5 percent) over budget. Last year the
City spent $1.5 million (or 4.0 percent) more on Fire salaries than in 2012. But premium pay
spending increased by $3.2 million (or 22.1 percent) over 2012. That trend is even stronger over
a longer period. From 2009 to 2013 salary spending dropped by 1.7 percent (or $683,000) while
premium pay increased by 81.5 percent (or $8.0 million). Department headcount dropped by 2.7
percent (or 17 positions) over this period.

Bureau of Fire Salary and Premium Pay Expenses Through December®® (*$Ms)
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One fire academy class graduated in August 2013 and another in November 2013. The
additional employees boosted headcount and salary expenditures, though the Bureau still spent
$1.1 million (or 2.8 percent) less than budgeted on base salaries since the new firefighters have
filled vacant positions.

The recent hiring is 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 last year 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
slightly more employees in the first half of 2011. But the City spent $11.8 million on fire
premium pay in 2011 versus $17.8 million in 2013, a 51 percent increase.

19 salary expenditures include in-grade pay and longevity in all years. Uniform allowance is excluded in all years.
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Bureau of Fire Headcount and Premium Pay, 2011 versus 2013

2011 2013 2011 2013

%

Headcount | Headcount 0 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%
Fourth quarter 621 624 0% 2,901,668 3,888,539 34%
Total (Average for headcount) 624 616 -1% 11,806,903 17,817,588 51%

Several factors other than Bureau headcount can impact 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 early 2014 after the academy graduates are fully deployed, the City
should take a closer look at factors other than headcount that are driving this trend.

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 $59.7 million on salaries, in-
grade pay and longevity in 2013, which was $1.5 million (or 2.6 percent) more than in 2012.
Premium pay spending appears to jump by $1.6 million (or 23.1 percent) from 2012 to 2013. As
the City’s narrative describes, that is 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 has been flat since 2009, growing by
less than 1.0 percent per year.

11 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 December'? ($Ms)
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Staffing™

The City’s total active employee head count as of the last pay period in Q4 2013 was 3,202,
which was 176 positions less than in the last pay period of Q3 2013. Most of this change is
attributable to the 197-person drop in Parks where seasonal employees left. The table below
shows the departments and bureaus that had a headcount change of at least three.

Head Count Change, Q3 2013 — Q4 2013

Q3 FY2013 Q4 FY2013 Change Change (%)

Public Works 656 667 11 1.7%
School Guard 102 112 10 9.8%
EMS 167 175 8 4.8%
Building Inspection 64 67 3 4.7%
Finance 96 93 -3 -3.1%
Parks 400 203 -197 -49.3%
City total 3,378 3,202 -176 -5.2%

To account for seasonal changes in employment, the following chart compares head count for the
fourth quarters of 2008 through 2013. Over this period, total head count decreased by 92
positions or 2.8 percent.

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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Fourth Quarter Headcount since 2008
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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.** Headcount in Public Works and Police
has decreased by 1.8 percent and 1.1 percent respectively and increased in Fire by 2.1 percent
with the most recent fire academy classes.
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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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Summary

While the annual audit that the City Controller releases will provide a more comprehensive view
of the City’s financial performance in 2013 on an accrual basis, the cash results presented here
indicate that the City finished last year with a positive annual operating result of $11.6 million,
which is 2.5 percent of total year-end revenues. The City has had a positive operating result
every year except one (2010) since it started issuing these reports in 2005.

The City kept its total expenditures $7.7 million below budget with approximately half the
savings in employee benefits. The City received more revenue than budgeted from its earned
income tax and deed transfer tax, offsetting the shortfalls in real estate and parking tax revenues.

Sincerely,

James H. Roberts Dean Kaplan
Act 47 Coordinator Act 47 Coordinator
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CAPITAL IMPROVEMENT PROGRAM

The following 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 infrastructure and the public’s
assets.

PROJECT STATUS

The following is a status update for major projects for the fourth quarter. Much of the
work performed in the fourth 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. The Department of Public Works publishes the annual paving list for
residents to view where street paving will occur in City neighborhoods. During the fourth
quarter, the City of Pittsburgh has paved approximately 5.58 miles of road.

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. During the fourth quarter, work was
done in the following parks: Riverview, Highland Park, and Schenley.

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. During the fourth quarter, various
components for MovePGH, ArtPGH, DesignPGH, WorkPGH, PreservePGH and
OpenSpacePGH moved to the final stages. For a complete list of components and the
timeline, please visit www.planpgh.com.
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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 completed 1.5 miles of bike
lanes in the fourth quarter.

Public Safety Radios During the fourth quarter, the City was close to completion of
the purchase and installation of radios for all Public Safety Bureaus. 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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City of Pittsburgh

Quarterly Financial &
Performance Report

For the Period Ending December 31, 2013

Staffing Summary
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