







October 22, 2007

To the Honorables:  Mayor Luke Ravenstahl 

and Members of Pittsburgh City Council:


The Office of City Controller is pleased to present this performance audit on Payment in Lieu of Taxes II, conducted pursuant to the Controller’s powers under Section 404(c) of the Pittsburgh Home Rule Charter.

EXECUTIVE SUMMARY


This follow up report to our original performance audit on Payment In Lieu of Tax Alternatives similarly assesses the impact of major tax exempt cultural organizations and professional sports venues on City revenue and services.  
Findings and Recommendations

Like the City’s major hospitals and educational facilities, its cultural institutions qualify under State law as purely public charities and are exempt from paying real estate tax.   The City’s major sports venues are owned by the Public Auditorium or Sports and Exhibition Authority.  Authorities are instrumentalities of the Commonwealth.  Because the Commonwealth is immune from taxation, all property owned by the Authority is exempt from property tax.  

· The annual real estate tax loss to the City from property owned by the Sports and Exhibition, Public Auditorium and Stadium Authorities is $12,305,460.

· Heinz Field, PNC Park and Mellon Arena represent a yearly property tax loss of $7,673,065.

· Tax exempt property owned by the Carnegie Institute, Pittsburgh Trust for Cultural Resources and Pittsburgh Symphony Society alone cost the City $2,477,626 real estate tax each year. 
The City’s sole source of revenue from non-Authority tax exempt institutions is 

 the Pittsburgh Public Service Fund, a consortium of 102 tax exempt members that agree to a predetermined Payment In Lieu of Tax.  The Fund committed $13.25 million for 2005, 2006 and 2007 and has made a general commitment for 2008-2010.                 
· The Carnegie Institute should offer City schools a discounted group rate to visit any of their museums or take any of their classes or programs.   It could possibly include free performances for City school groups.  A discounted admission price could also be extended to City of Pittsburgh residents with proof of photo ID.  This would act as an alternative to payment in lieu of taxes. 

· The City should explore the possibility of getting the Steelers, Pirates and Penguins to agree to participate in the public service fund at some level.  The assessed value of their tax exempt venues (Heinz Field, PNC Park and Mellon Arena) is $710,469,000, and represents a loss of $7,673,065 in City Real Estate tax, $9,889,728 in City School District tax and $3,332,100 in County Real Estate tax each year.

· The City needs to work out an agreement by which this Fund provides more reliable cash flow payments to the City.  Currently, there is no such agreement for timely payments to the City.  The first quarter payment for 2006 wasn’t received until May 31, 2006.  Similarly, the first quarter payment of $909,290.75 for 2007 was received May 21, 2007.

· The City and its major sports & cultural nonprofit institutions should partner into lobbying for a statutorily mandated P.I.L.O.T. payment program similar to the one in Connecticut.  Other Commonwealth cities and nonprofits should be asked to join this lobbying effort. 

· The City simultaneously should try to negotiate a five or ten year voluntary payment agreement with the Pittsburgh Public Service Fund with defined payment dates and payment amounts.  This would provide a dependable revenue stream. Another term of the agreement should be that fund payments will terminate the first year the City receives revenue from a State reimbursement program.

To effectively address its tax exempt property problem, the City must pursue Payment in Lieu of Tax solutions at the local and state level. 







Sincerely








Anthony J. Pokora








Acting City Controller

