







February 29, 2008
To the Honorables:  Mayor Luke Ravenstahl 

and Members of Pittsburgh City Council:


The Office of City Controller is pleased to present this performance audit of City  Special Events Cost Recovery, conducted pursuant to the Controller’s powers under Section 404(c) of the Pittsburgh Home Rule Charter.  This is a follow up to an audit released by the Controller in 1998.
EXECUTIVE SUMMARY


Each year, hundreds of organizations and individuals apply for permits to hold Special Events throughout the City.  Special Events are activities which are held on property maintained by the City, on a City street or sidewalk that will likely obstruct that street or sidewalk or on any other property that requires City services over and above that which the City routinely provides. 
 The controlling ordinance for Special Events is found in Title 4, Article XI, Chapter 470 of the Pittsburgh Code. Administrative regulations implementing Chapter 470 are available for download on the City website. The regulations describe the permit application process, whether a permit or insurance is required and whether an application fee and cost recovery fees are applicable. The City’s special event permit process is multi-departmental, depending on the type of event and City services needed.
 Previous audit findings addressed the lack of uniformity in cost recovery billing and the City’s failure to pursue and collect outstanding arrears from event sponsors. The main objectives of this audit are to assess cost recovery for arrears from major special event sponsors and to assess compliance with current special event permit and cost recovery guidelines.
Findings and Recommendations

Decentralized Special Events Records 

Finding:  There is no central location for completed special event files.  The City Special Events Coordinator’s (SEC) files are limited to the event application, copy of the special event permit and record of application fee payment.  Information about departmental costs and cost recovery is to be kept by the applicable City department. The Budget Office keeps its own files for major events like the Regatta and Three Rivers Arts Festival.

Recommendation: The Budget Office should keep a cost recovery master file for all major special events.  The file should contain permit payment information and all other cost recovery information.  This centralized system would expedite cost recovery reviews by the Special Events Committee as well as by internal auditors.

Recommendation:  Any department sending invoices and receiving payment for special event cost recovery should maintain a copy of the billing invoice or memo and a copy of the check or other payment verification for file. This will provide a payment history that can be checked against the files kept by the Budget Office and a payment history for those events not kept by the Budget Office.
Permit Issue and Fee Paid Dates
Finding:  All applications requiring an application fee paid the $125.00 fee.  However, some permits were prepared before the permit fee was received.  The permit date on 30 or 33% of the 92 permits was prior to the fee paid date.  The majority of permits (67% or 62 permits) were dated after the permit fee was received.  

Finding:  Sponsors of small community events often send in special event permit applications without the permit fee.  The SEC stated she sometimes prepares the permit ahead of time but doesn’t mail it until the fee is received.  The auditors could not confirm when the permit was mailed but all permits in the testing sample had been paid for.

Compliance with Estimated Costs Billing and Payment Requirement
Finding:  Event sponsors are not paying upfront estimated costs as required by Section 470.06 of the City Code. 
Finding: The Code requires that “Payment in full of this estimated cost recovery amount must be made to the City at least four (4) days before the Event is to begin or the permit will be revoked”.  The auditors found no permits revoked for not paying estimated costs.

Finding: Not all City departments are invoicing event sponsors for estimated costs. 

The Bureau of Police invoiced event sponsors of the 2006 St. Patrick’s Day Market Square Activities, 2006, 2007 Regatta and Grand Prix and 2006 Arts Festival before the event date.  The Bureau of Emergency Medicine (EMS) does not pre bill on a regular basis.  EMS has no mechanism to issue a refund if the estimate is higher than actual costs. The Bureau’s decision to invoice estimated costs largely depends on whether the event is one-time or ongoing.  Budget Office files indicate that the Department of Public Works sent a cost estimate for 2006 St. Patrick Day services. 

Recommendation: EMS special event personnel should confer with the Budget Office about the procedure for issuing refunds to event sponsors.  From Police special event files, it appears that a memo to the Budget Office that an event sponsor overpaid is sufficient for issuing a refund.
Outstanding Arrears and Failure to Bill
Finding:  The City has failed to collect all outstanding arrears from event sponsors.  Two of the special events cited in the Controller’s previous audit for owing significant arrears (the Marathon and South Side Summer Street Spectacular) are now defunct.  The last Marathon was held in 2004 and last Street Spectacular occurred in 2003.

Finding:   Information from Budget Office files indicates that on August 15, 2000, the then Finance Director sent a letter to UPMC exonerating them of past due and future cost recovery owed for the Marathon in deference to their payment in lieu of taxes (P.I.L.O.T).  The total UPMC marathon exoneration was $179,645.75.

Recommendation: Although the above cost recovery exoneration appears to have been a one time occurrence, City Administration must make sure this does not happen again.  City Administration must not negotiate separate agreements with sponsors of special events who make P.I.L.O.T. payments.
Finding:  As of 2006, the Three Rivers Arts Festival and Vintage Grand Prix were current on all cost recovery invoices issued since the prior audit.  However, Three Rivers Arts Festival arrears are the same today as in 1997: $34,668.40 while Vintage Grand Prix arrears have been reduced by 40%.
Finding:  It appears that no cost recovery invoices were sent to sponsors of the Three Rivers Arts Festival, Regatta, Grand Prix in 2002, 2003 and 2004 or South Side Summer Street Spectacular in 2002 or 2003, essentially giving these events a ‘free ride’ on cost recovery.  Even with three years of no cost recovery, these sponsors did not pay off past arrears. 

Finding: An injunction prohibiting the City from charging fees for police protection at public events is a possible reason for why the 2004 Arts Festival and Grand Prix were not invoiced for special event costs. A letter from a Regatta official to one of the Deputy Mayors thanking the Deputy Mayor for his “commitment on May 15, 2002 to waive all past and future recovery costs for the Pittsburgh Three Rivers Regatta.” could be the reason why no cost recovery invoices were sent to Regatta sponsors in 2002, 2003 and 2004.  

Effectiveness of New Cost Recovery Regulations 
Finding: The City’s current Special Events Permit Regulations provide uniformity in the cost of services billed by the City.  The requirement that event sponsors pay estimated costs prior to the event is a good way to prevent the arrears of past events.  The auditors’ limited testing indicates not all departments are sending estimated cost invoices to event sponsors.  

Recommendation: All departments providing services that are eligible for cost recovery should adhere to the estimated billing requirement.  In the alternative, the controlling ordinance and administrative regulations should be rewritten to give departments the option to bill event sponsors for estimated services.  Making estimated billing optional would allow all departments to be in compliance with the ordinance and regulations.

Finding:  The current $3,000.00 cost recovery and permit application fee cap for parades lasting over 2 hours on a weekend or City holiday may be too low.  For example, the City’s cost recovery services for the 2006 St. Patrick’s Day Parade totaled $11,970.23, yet the parade organizers could only be charged $3,000.00.

Recommendation: The Budget Office should review the City’s costs for the 2005, 2006 and 2007 St. Patrick’s Day and Macy’s Thanksgiving Day Parades to determine how much the City’s costs were in excess of the $3,000.00 cost recovery cap.  A similar analysis should be done for the other parade caps in the City Code.  Based on these analyses, the Administration should consider asking City Council to raise the parade fee caps to better cover the City’s costs.


We are pleased that the Administration agrees with many of the audit’s recommendations to improve special events cost recovery.








Sincerely,









Michael E. Lamb









City Controller

