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MICHAEL E. LAMB

CITY CONTROLLER

First Floor City-County Building = 414 Grant Street ~ Pittsburgh, Pennsylvania 15219

April 28, 2016

The Honorable Mayor, Members of
City Council, and the Citizens of
The City of Pittsburgh, Pennsylvania:

I am pleased to submit The Comprehensive Annual Financial Report (hereinafter, CAFR)
of the City of Pittsburgh (hereinatter, City) for the year ended December 31, 2015. The
City’s charter mandates that only a general purpose financial statement be issued by May
1#, This does not include component units, statements mandated under GASB 34,
footnotes and the statistical section. This year we are issuing a full CAFR by April
28" which meets the Government Finance Officers Association (GFOA) standards and
allows the City to get an unmodified opinion from the City’s independent auditors.

We believe that the enclosed data is accurate in all material respects and is reported in a
manner designed to fairly present both the financial position and the results of operations
of the various funds of the City. This statement will enable the reader to gain an
understanding of the City’s financial activities. Responsibility for both the accuracy of
data, and the completeness and fairness of the presentation, rests with the management of
the City. This report contains all the funds of the City.

Mabher Duessel, Certified Public Accountants, has issued an unmodified (‘clean’) opinion
on the City of Pittsburgh’s financial statements for the year ended December 31, 2015.
The independent auditor’s report is located in front of the Management’s Discussion and
Analysis (hereinafter, MD&A).

The MD&A immediately follows the independent auditor’s report and provides a
narrative introduction, overview, and analysis of the financial statements. The MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of the Government

The City of Pittsburgh, incorporated in 1816, is located in the south-western part of the
Commonwealth of Pennsylvania occupying 58.3 square miles with a population of
305,700. The City government is comprised of a strong elected mayor, a nine member
Council elected by district and elected controller. The mayor is the chief executive of the
City who appoints the heads of various departments and the council has the legislative
authority. The controller audits City government related expenditures and conducts
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audits of all City departments and authorities. The mayor is elected to a four year term
and the council members are elected to a staggered four year term. The even numbered
districts are elected in one year and the odd numbered districts are elected two years later.
Like the mayor, the controller is elected to a four year term.

The City is empowered to levy a variety of taxes including: property taxes on real estate,
earned income taxes on residents that live within the boundaries of the city, and other
usage taxes are charged when using certain facilities within the City. In addition, the
City levies taxes on employees that work within the city and on businesses that operate
within the City. Please see the Revenue section for a more detailed explanation of the
taxes collected.

The City provides a full range of services, including police, fire and emergency medical
services, construction and maintenance of City property and infrastructure, sanitation
services, and recreation and cultural activities. The Pittsburgh Water and Sewer
Authority, Urban Redevelopment Authority, Stadium Authority, and the Public Parking
Authority are component units of the City and are shown as such in the financial
statements and the footnotes to the CAFR.

Council is required to adopt a final operating and capital budget for the next year by the
last day of the fiscal year, which is December 31. The annual budget is the basis of the
City’s financial planning and control. The operating budget is prepared on a
departmental basis. The department heads may spend within a budget classification (e.g.,
salaries, supplies, rentals, miscellancous) as they see fit; however, any transfers between
classifications or departments have to be approved by council. The Mayor’s Office also
prepares a five-year plan annually. Most of the strategic and development planning is
done by the Urban Redevelopment Authority.

FINANCIAL INFORMATION

The Financial Information is broken down into two categories: Internal Control and
Budget Control, and are explained in further detail below.

Internal Control: Management of the City is responsible for establishing and maintaining
an internal control structure designed to ensure that the assets of the City are protected
from loss, theft, or misuse and to ensure that adequate accounting information is
compiled to prepare financial statements in accordance with accounting principles
generally accepted in the United States of America. The internal control structure is
designed to provide reasonable, but not absolute, assurance that these objectives are met.
The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived and (2) the evaluation of costs and benefits
requires estimates and judgments by management.
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Budget Control: Budget control is maintained at the line item level on a departmental
basis. Activities of the General Fund, the Special Revenue Fund (Community
Development Fund only), and the Capital Projects Fund are controlled by an annual
legally appropriated budget. Capital Projects are also controlled on a multiyear basis.

ECONOMIC CONDITION

Located at the confluence of the Ohio, Monongahela, and Allegheny Rivers, the City
serves as the seat for Allegheny County and is the largest of the County’s 130
municipalities. Downtown Pittsburgh is commonly known as the Golden Triangle and
serves as the regional center for Southwestern Pennsylvania, Eastern Ohio, and Northern
West Virginia.

Economic Background

The City continues to build and strengthen its economy not only by expanding existing
businesses, but also by working to attract new businesses and industries to the region.
The primary goal is to assist businesses both small and large in developing and enhancing
working relationships among economic development practitioners throughout the state.
By supporting the growth of the existing business core and marketing its competitive
advantages to attract new businesses, the City has modernized its economy. Despite a
brief tightening of the labor market early in the year, Pittsburgh continued to experience
regional transformation and growth spurred by other key sectors including
manufacturing, financial business services, healthcare and the tech industry all of which
have contributed significantly to the increase in economic and employment vitality of the
city. As of December 31, 2015, Pittsburgh’s unemployment rate was 4.3% compared to
4.7% for the state and 4.8% nationally.

Initiatives such as “one-stop service providers” allow firms doing business in the City to
be assigned a project coordinator who will serve as a single point of contact throughout
the development process. Tax credits granted by both the federal government and the
Commonwealth of Pennsylvania provide financial incentives for companies to hire new
employees. The City also contains three State Enterprise Zones which enable businesses
located within those designated areas to enjoy more favorable interest rates and tax
incentives. The City has several sites included among the Commonwealth’s Keystone
Opportunity Zones, which provide exemptions from a majority of state and local taxes for
a number of years.

The City continues to focus on the revitalization of its downtown core with continues
initiatives reestablishing it as a regional destination point for entertainment and business.
Since the formation of the Business Improvement District in 1996, the Pittsburgh
Downtown Partnership continues to spearhead improvements in maintenance, safety, and
marketing. A combination of factors including residential tax incentives and the growing
enrollment in post-secondary educational institutions continue to stimulate residential
growth and development in the central business district. The construction of the 32-story
skyscraper Tower at PNC Plaza, to house the new world headquarters of the PNC
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Financial Services Group was completed in 2015. The redesigned Market Square,
Downtown Pittsburgh continues to transform creating a platform that attracted over
800,000 visitors during 2015 offering an eclectic entertainment mix of shops, restaurants
and bars. In addition to the opening of the new Hotel Monaco, the constructions of
numerous other hotel and parking facilities are near completion. Downtown, Pittsburgh
continues to grow and transform with the introduction of initiatives to improve
accessibility and mobility. With 12,604 residents living in downtown, efforts continue in
making the City more pedestrian friendly. Dedicated bike lanes were created that span
Downtown from Stanwix Street to the 16" St., and also in Oakland from Schenley Park to
the Boulevard. of the Allies. Having 24 miles of riverfront trails as a backdrop, a Bike-
Sharing program launched in May, 2015, created access to 500 bicycle rentals available
at 50 stations in 11 different neighborhoods throughout the City. Stemming from such
expansion, Pittsburgh has fast become one of the nations most celebrated cities and was
ranked as the; No. 1 Best Downtown in the nation, by Liveability.com; No. 1 food city in
the US by Zagat in recognition of the caliber and extent of awards garnered on the
numerous newly opened restaurants. In addition, National Geographic Traveler awarded
Pittsburgh a ‘Best Trip’ nod, citing its “extreme metropolitan makeover.”

Realizing that economic development is only the start, the City continue to strengthen
and revitalize its other neighborhoods by encouraging new housing and mixed-use
development throughout the City, providing both new and existing residents a higher
quality of life. Major development sites offer great opportunities for growth in the lower
Hill District, the Strip District, and in Hazelwood. Community plans are also furthering
development initiatives in Larimer, Lawrenceville and the Hill. Throughout our
neighborhoods, the City has partnered with developers and community groups to attract
new stores and restaurants. The Bakery Square Complex continued to strive with Google
expanding to a 100,000 square foot space with over 200 employees and ongoing plans for
further expansion. The Bakery Square complex includes a Marriott Springhill Suites,
offices of the University of Pittsburgh, UPMC, Carnegie Mellon’s Software Engineering
Institute, and the Tech Shop including numerous retail and restaurant locations in
addition to the nearby 145,000 square foot Target. Spurred by this success, more than
$100 million in private, mixed-use development continues to fuel ongoing construction in
this corridor, including two additional luxury apartments and townhomes complexes
slated to begin construction in the coming years in this corridor as well as additional
parking and commercial space.

One of the key areas of economic growth in Pittsburgh has been the technology sector
which has produced over 30,000 new jobs since 1980, sharply offsetting job losses from
other industries in the region. The University of Pittsburgh and Carnegie Mellon
University continue to lead the way in research of biotechnology, bioengineering,
robotics, and information technology. Increases in university research and development
spending are a significant sign that the City’s universities are working to commercialize
technology development. Over the past 15 years, Pittsburgh has more than doubled its
number of technology driven firms, creating over 1,200 new enterprises. Today, neatly
2,400 high technology firms employ over 90,000.
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However, technology is not the only area with significant job growth increases.
Pittsburgh sits at the center of the rapidly growing energy sector. The advances in natural
gas extraction have enabled access to previously unattainable resources through the
process of hydraulic fracturing of shale. The greater Pittsburgh region is located above
both the Marcellus and Utica shale formations and, while this kind of drilling activity has
been banned in the City of Pittsburgh, the effects of the growth of this industry in the
region are impacting the City and its residents.

According to the Pittsburgh Regional Alliance, the Pittsburgh region was among the
nation’s top performers for business investment in 2010, despite the worst global
economic conditions since the Great Depression. Since then, Pittsburgh has been
recognized as one of the least costly places to do business, and one of the top cities for
starting a new business.

Development and advancement is not just limited to businesses and industry; it expands
into the educational field as well. In cooperation with the Pittsburgh School District, the
City has created the Pittsburgh Promise Program. This program provides scholarships of
up to $10,000 per year for qualified students to any accredited post-secondary institution
within Pennsylvania. At the end of 2015, more than 6,400 graduates of the Pittsburgh
Public Schools have taken advantage of the Pittsburgh Promise scholarship. This
investment into education should encourage the City’s population to grow making it more
attractive for families to call Pittsburgh home.

The overall outlook for Pittsburgh in the 21% century and beyond is quite promising. The
City’s investments and initiatives of the past several years are leading to more business
development and increased residential construction.

REVENUES

Real Estate Tax Real estate property in the City is assessed by the Allegheny County
Board of Property Assessment, Appeals and Review at a rate of 100% of its fair market
value. The rates for 2015 were 8.06 mills on buildings and on land. A mill is $1 on each
$1,000 of assessed value, or $8.06 for every $1,000 of assessed value. The 2015 total
taxable assessed valuation for the City is $18,686,289,829 vs. the 2014 total of
$18,662,994,911, an increase of approximately 0.12%.

Tax Payments - Real estate taxes are payable in three installments, but a 2% discount is
granted if paid by February 28". If the payment is not made on time, interest is charged
at the rate of 10% per annum, and is added to the balance of the tax due for the year.

Earned Income Tax This tax is levied at the rate of 1% on the wages or net profits
earned by residents of the City.

Parking Tax A tax equal to 37.5% of the consideration paid for each parking transaction

is levied on the patrons of nonresidential parking places in the City; e.g. on a $13.75
parking fee, $3.75 is tax, or 37.5% of the $10 underlying parking charge.

I-5



Amusement Tax This tax is levied at a rate of 5% on the admission price paid by
patrons of all manners and forms of for profit amusement within the City. Non-profits
are exempt from the amusement tax.

Deed Transfer Tax A tax of 2% of the consideration paid for real property transfers is
levied upon the transfer of an interest in real property situated in the City.

Institution Service Privilege Tax Certain receipts of nonprofit, noncharitable
organizations conducting or operating a service or service institution in the City are taxed
on their gross income.

Local Services Tax - A $52 tax levied upon each individual whose principal place of
employment is located in the City, regardless of residency. If an employee’s income is
less than $12,000, they only pay $10.

Payroll Preparation Tax - This tax is imposed on all for-profit employers at a rate of
.55% of the total wages of all employees who work in the City. During 2015, the City
changed the billing methodology for the payroll preparation tax by ordinance resulting
in additional revenue attributable to 2015.

Facility Usage Fee — A 3% tax on wages carned by non-resident athletes and performers
that work at certain facilities that have been subsidized with public money.

AWARDS

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its CAFR for the fiscal
year ended December 31, 2014. The Certificate of Achievement is a prestigious national
award recognizing conformance with the highest standards for preparation of state and
local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an
easily readable and efficiently organized CAFR whose contents conform to program
standards. Such a CAFR must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has
received a Certificate of Achievement for over the last twenty consecutive years (fiscal
years ended 1992-2014). We believe that our current CAFR continues to conform to the
Certificate of Achievement program requirements and we are submitting it to the GFOA
to determine its eligibility for another certificate.
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Independent Auditor’s Report

The Honorable Members of Council
City of Pittsburgh, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Pittsburgh, Pennsylvania (City), as of and for the year ended December 31, 2015, and the
related notes to the financial statements, which collectively comprise the City's basic financial statements,
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Stadium Authority of the City of Pittsburgh (Stadium Authority),
which represent 3.1%, (0.2%), and 2.2%, respectively of the assets and deferred outflows, net position,
and revenues of the aggregate discretely presented component units. These statements were audited by
other auditors whose report has been furnished to us, and our opinion, insofar as they relate to the
amounts included for the Stadium Authority, is based solely upon the report of the other auditor. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall financial statement presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinions.

Pursuing the profession while promoting the public good”
www.md-cpas.com
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Opinions

In our opinion, based on our audits and the report of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City as of December 31, 2015 and the respective changes in financial
position, and the respective budgetary comparison for the General Fund and Community Development Fund
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Change in Accounting Principle

As described in Note 1 to the financial statements, the City and its component unit the Public Parking
Authority of Pittsburgh (Parking Authority) adopted Governmental Accounting Standards Board (GASB)
Statement No. 68, “Accounting and Financial Reporting for Pensions,” and GASB Statement No. 71,
“Pension Transition for Contributions Made Subsequent to the Measurement Date,” which require the
City and Parking Authority to record its net pension liability and related items on the government-wide
financial statements. Our opinion is not modified with respect to that matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the pension and other postemployment benefits schedules on pages i through
xiv and 95 through 98 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining and individual other
fund financial statements and schedules and statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining and individual other fund financial statements and the Capital Projects Fund budgetary
comparison are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information
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has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, based on our audit and the procedures
performed as described above, the combining and individual other fund financial statements and the
Capital Projects Fund budgetary comparison are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

The introductory section and statistical section have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion or provide any
assurance on them.

Emphasis-of-Matter

As more fully discussed in Note 1(B), the City is still currently considered a distressed community under
the provisions of the “Municipalities Financial Recovery Act” (Act 47) of the Commonwealth of
Pennsylvania and continues to operate under a financial recovery plan. Our opinion is not modified with
respect to this matter.

Watier Ducssel

Pittsburgh, Pennsylvania
April 28, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the City of Pittsburgh (City), we offer the readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal
year ended December 31, 2015. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found at the beginning of this report, and in the basic financial
statements and supplementary information.

Financial Highlights

e GASB No. 68 required state and local governments to restate net position to include Net
Pension Liability directly in the financial statements starting in 2015, as opposed to a
footnote disclosure in prior years. This change has greatly increased the overall liability in
the Statement of Net Position.

e The liabilities and deferred inflows of the City exceeded its assets and deferred outflows at
the close of the most recent fiscal year by $1.3 billion. As of December 31, 2015, the City, in
its statement of net position, has a net position unrestricted deficit of $1.4 billion. The
accumulated deficit results principally from the City’s Net Pension Liability of $851.3
million, outstanding general obligation bonds being issued over the years to finance projects
that do not result in recording assets; specifically, to fund the payments to the Pension Trust
Fund ($187.7 million outstanding as of December 31, 2015), the City’s borrowings to finance
economic development efforts (including projects to the City’s Authorities, principally the
URA), and maintenance expenditures on City infrastructure and equipment needs.

e The City’s total net position increased by $33.3 million dollars in 2015 from 2014. This
reflects the City’s continuing effort to control costs.

e As of the close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $170.4 million, a decrease of $12.6 million from the previous year.
Approximately 41% of this total amount, $69.1 million, is available for spending at the
government’s discretion (unassigned fund balance).

e At the end of the current fiscal year, unassigned fund balance for the General Fund was $69.1
million (compared to $53.7 million in 2014) or 16.8% of total General Fund expenditures and
debt service transfers for 2015, up from 13.1% in 2014 and down from 17.3% in 2013.

The City’s gross bonded debt amounted to $493 million at the end of the fiscal year.
Overview of the Financial Statements

This Management’s Discussion and Analysis is intended to serve as an introduction to the City’s
basic financial statements.

The financial section of this report consists of three parts: Management’s Discussion and
Analysis, the basic financial statements (including notes to the financial statements and detailed
budgetary comparison schedules), and combining and individual fund statements. The basic
financial statements present two different views of the City through the use of government-wide
statements and fund financial statements:



The first two statements (pages 1-3) are government-wide financial statements that provide
short-term and long-term information about the City’s overall financial status.

The remaining statements (pages 4 through 20) are fund financial statements that focus on
individual parts of City government and report operations in more detail than the government-
wide financial statements.

The governmental funds statements describe how general government services were financed
such as public safety and sanitation.

Fiduciary fund statements provide information about the retirement plans for City employees in
which the City acts solely as a trustee or agent for the benefit of others. Fiduciary funds are not
reflected in the government-wide financial statements because the resources cannot be used to
support City activities.

The financial statements include notes which provide an explanation for certain financial
statement line items and also provide more details for this information. The statements are
followed by a section of required supplementary information that further explains and supports
the information in the financial statements. In addition to these required elements, a section with
combining statements provides details about the non-major governmental funds that are
presented in single columns in the basic financial statements. The following diagram, labeled A-
1, shows how the required components of this comprehensive annual financial report are
arranged and relate to one another.

Figure A-1

REQUIRED COMPONENTS OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT

Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
[
| |
Government-wide Fund Notes to
Financial Financial Financial
Statements Statements Statements

Summary < » Detail
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Figure A-2 summarizes the major features of the City’s financial statements. The remainder of
this overview section of Management’s Discussion and Analysis explains the structure and
contents of each of the statements.

Figure A-2
Major Features of City’s Government-Wide and Fund Financial Statements

Scope

Required financial statements

Accounting basis and
measurement focus

Type of asset/liability

information

Type of inflow/outflow
information

Fund Statements

Government-wide
Statements

Entire City government
(except fiduciary funds)

« Statement of net position
« Statement of activities

Accrual accounting and
economic resources focus

All assets and liabilities, both
financial and capital, and
short-term and long-term

All revenues and expenses
during year, regardless of
when cash is received or paid

Deferred inflows and
Outflows recognized

Governmental Funds

The activities of the City that
are not proprietary or
fiduciary, such as police, fire,
and recreation

+ Balance sheet

« Statement of revenues,
expenditures, and
changes in fund balance

Modified accrual accounting
and current financial resources
focus

Only assets expected to be
used up and liabilities that
come due during the year or
soon thereafter; no capital
assets included

Revenues for which cash is
received during or soon after
the end of the year;
expenditures when goods or
services have been received
and payment is due during the
year or soon thereafter

Deferred inflows recognized

Fiduciary Funds

Instances in which the City is
the trustee or agent for
someone else’s resources, such
as the retirement plans for City
employees

« Statement of fiduciary net
position

» Combined statement of
changes in fiduciary net
position

Accrual accounting and
economic resources focus

All assets and liabilities, both
short-term and long-term; the
City’s funds do not currently
contain capital assets, although
they can

All revenues and expenses
during the year, regardless of
when cash is received or paid

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements report information about the City as a whole using
accounting methods similar to those used by private-sector companies and are designed to
provide readers with a broad overview of the City’s finances. The government-wide financial
statements include not only the City itself (known as the primary government), but also
component units of the Urban Redevelopment Authority (URA), Pittsburgh Water and Sewer
Authority, Public Parking Authority, and the Stadium Authority. Financial information for these
component units are reported separately from the financial information presented for the primary
government itself. These statements can be found in the financial section of this report.

Although there are a number of government-wide financial statements, for the purposes of this
report only two will be highlighted since they are closely related: the statement of net position
and the statement of activities.
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The statement of net position includes all of the City’s assets, liabilities, deferred inflows, and
outflows, except fiduciary funds. Net position - the difference between the City’s assets and
deferred outflows of resources and liabilities and deferred inflows of resources - is one way to
measure the City’s financial health, or position. Over time, increases or decreases in the City’s
net position serve as a useful indicator of whether its financial position of the City is improving
or deteriorating.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event gives rise to the change that occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave). Additional non-financial factors such as changes in the City’s real property tax
base and general economic conditions must be considered to assess the overall position of the
City.

The primary features of government-wide financial statements are reflected in Figure A-3.

Figure A-3
Government-wide Financial Statements

Governmental Activities

Measurement Focus: Economic Resources
Accounting Basis: Accrual

Statement of Net Position Statement of Activities
Assets + Deferred Outflows Net Program (Expense) Revenue
- Liabilities - Deferred Inflows + General Revenues
= Net Position = Change in Net Position

*  Governmental activities - Most of the City’s basic services are included here, such as the
police, public works, recreation, and general administration. Property and earned income
taxes, charges for services, and state grants finance most of these activities.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the City’s most
significant funds, not the City as a whole. A fund is a group of related accounts that are used to
maintain control over resources that have been segregated for specific activities or objectives.
Funds are used to keep track of specific sources of funding and spending for particular purposes.
The City, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. However, not all funds are the result of City
policy; some are required by state law. The funds of the City can be divided into two categories,
governmental funds and fiduciary funds, and are explained in greater detail below:
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Governmental Funds - Most of the City’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets can readily be converted to
cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that
helps you determine whether there are more or fewer financial resources that can be spent
in the near future to finance the City’s programs. Governmental funds are used to account
for essentially the same functions reported as governmental activities in the government-
wide financial statements. The relationship between governmental activities (reported in
the statement of net position and the statement of activities) and governmental funds is
described in a reconciliation that follows the governmental fund financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of expendable resources, as well as on
balances of expendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements.

Because the focus of government funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities. By doing so, readers
may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balance provide a reconciliation to facilitate
this comparison between governmental funds and governmental activities.

The City maintains individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the General Fund, the Capital Projects Fund,
the Community Development Fund, and the Debt Service Fund, all of which are considered
to be major funds. Data from the other six governmental funds (non-major funds) are
combined into a single, aggregated presentation (other governmental funds).

The City adopts an annual appropriated budget for its General Fund, Capital Projects Fund,
and Community Development Fund. A budgetary comparison statement has been provided
for these funds to demonstrate compliance with these budgets.

The basic governmental fund financial statements can be found on pages 4-15 of this
report.

e Fiduciary Funds — (Pension Trust Fund, OPEB Trust Fund, and Agency Funds) — The
Comprehensive Fund accounts for the operations of the City’s pension plans for general
municipal employees, police, and fire, covering essentially all full-time employees.
The OPEB Trust Fund is used to report resources held in trust for post-employment
benefits other than pension benefits. The City is responsible for ensuring that the assets
reported in fiduciary funds are used for their intended purposes. All of the City’s
fiduciary activities are reported in a separate combined statement of fiduciary net
position and a statement of changes in fiduciary net position. We exclude these
activities from the City’s government-wide financial statements because the City
cannot use these assets to finance its operations.



Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement
because the resources of those funds are not available to support the City’s own programs.
Agency funds are custodial in nature and do not involve measurement of results of
operations.

The basic fiduciary fund financial statements can be found on pages 16-17 of this report.

Component Units — Combining statements of discrete component units can be found on pages
18-20 of this report.

Notes to financial statements - The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 21-94 of this report.

Required supplementary information - In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary information
concerning the City’s progress in funding its obligation to provide pension benefits and other
post-employment benefits to its employees. Required supplementary information can be found
on pages 95-98 of this report.

Government-wide Financial Analysis

For the City, liabilities and deferred inflows of resources exceeded assets and deferred outflows
of resources by $1.3 billion at the close of the most recent fiscal year.

GASB No. 68 requires state and local governments to report Net Pension Liability starting in
2015 which was $851.3 million for the City. This long-term obligation contributed significantly
to the deficit net position of $1.3 billion. This deficit is partially offset by investment in capital
assets less any related debt still outstanding used to acquire those assets of $91.5 million. The
City uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending and the assets have been financed with debt in an amount that
exceeds the capital assets carrying value.

Although the City’s investment in capital assets is reported net of related debt, it should be noted

that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.
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Summary of Condensed Net Position

The following table presents a condensed summary of net position:

City of Pittsburgh’s Net Position

Governmental Activities
($ millions)
Assets 2015 2014*
Current assets $ 233§ 234
Capital assets 147 141
Total Assets 380 375
Deferred Outflows of Resources
Differences between expected and actual
experience for pension plan 7
Net differences between projected and
actual earnings on pension investments 22 -
Deferred charge on refinding 5 6
Total Deferred Outflows of Resources 34 6
Liabilities
Current liabilities 154 143
Long-term liabilities, outstanding 1,546 1,562
Total liabilities 1,700 1,705
Deferred Inflows of Resources
Differences between expected and actual
experience for pension plan 5
Net Position
Net investment in capital assets 92 49
Restricted 43 84
Unrestricted (1,426) (1,457)
Total net position* $ (1,291) § (1,324

* As restated due to the recording of the net pension liability in accordance with GASB
Statement No. 68. See Note 1 to the financial statements.

At the end of the current fiscal year, the City reported a $1.3 billion net deficit for the
governmental activities due in large part to GASB No. 68 reporting requirements of Net Pension
Liability and the City’s debt burden outstanding.
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Summary of Changes in Net Position

The following table shows the revenues and expenses of the primary government.
Governmental activities — Governmental activities increased the City’s net position by $33.3
million in 2015. A large sum of this net position increase is due to the payment of bonds and
interest.

The remaining amounts are as follows:

City of Pittsburgh’s Activities

Governmental Activities

(8 millions) 2015 2014
Revenues:
Program revenues:
Charges for services $ 61 $ 51
Operating grants and contributions 48 54
Capital grants and contributions 25 25
Total program revenues 134 130
General revenues:
Real estate property taxes 138 130
Earned income taxes 89 87
Local services taxes 14 14
Payroll preparation taxes 74 56
Parking taxes 55 53
RAD sales taxes 26 27
Deed transfer taxes 22 20
Amusement taxes 16 14
Payment in lieu of taxes - 2
Facilities usage tax 6 5
Donations and endowments 1 1
Other taxes 2 1
Other 2 2
Total general revenues 445 412
Total revenues 579 542
Expenses:
General government 92 75
Public safety 307 301
Highways/streets 80 77
Sanitation 18 15
Economic development 13 23
Culture and recreation 12 16
Interest on long-term debt plus amortz.
of issuance cost and premium/discounts 23 33
Total expenses 545 540
Change in Net Position 34 2
Net Position:
Beginning of year (1,324) (423)
Adjustment to net position due to GASB No. 68 - (901)
End of year $ (1,291)  $ (1,324)
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Expenses of the governmental statement of activities are shown below by functional area:

Economic Culture and
Development Recreation
2% 2%

Sanitation
3%

General Government
21%

Highway/Streets
16%

Public Safety
56%

General Fund tax revenues are presented below by type of tax:

Amusement Tax, 4% Facilities Usage, 1%

Other, 1%
Deed Transfer Tax,

5%
RAD Sales Tax, 6%

Real Estate, 31%

Parking
Tax, 12%

U

Payroll Prep, 17%

Local Services, 3% Earned Income, 20%
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Governmental Funds

Governmental funds - The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unassigned fund balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

The General Fund is the chief operating fund of the City, with revenues and expenses that are
connected to every aspect of the City. Revenues for the General Fund totaled $523.6 million in
2015, an increase of $38.0 million or by 8% compared to 2014. There was an overall surplus of
$8.7 million in the original budget compared to $5.9 million in the amended budget. Actual
results on a budgetary basis were a $5.2 million surplus. The greatest variances from budget to
actual (budgetary basis) in tax revenue came from increases of $1.6 million in payroll
preparation taxes, $4.6 million in deed transfer taxes, and $1.6 million in Amusement taxes, and
was offset by a $1 million decrease from Act 77-tax relief. All other taxes were relatively stable.

In addition to the above General Fund tax revenues, the City collected $15.0 million in the
Community Development Fund, $10.5 million in Capital Projects, and $24.2 million in Non-
major Governmental Funds, mostly from pass-through of federal and state monies.

At the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $170.4 million, a decrease of $12.6 million from 2014. Approximately 41% of
this total fund balance, or $69.1 million, constitutes unassigned fund balance, which is available
for spending at the government’s discretion. The remainder of the fund balance that is restricted
for endowments, employee benefits, State and Federal Purpose Grants and capital projects is
$43.0 million, amounts committed total $16 million primarily for specified program services,
and the amount assigned for various purposes is $42.0 million.

At the end of the current fiscal year, the unassigned fund balance of the General Fund was $69.1
million, while total fund balance for the General Fund was $77.3 million. As a measure of the
General Fund’s liquidity, it may be useful to compare both unassigned fund balance and total
fund balance to total fund expenditures. Unassigned fund balance represents 13.5% of total
General Fund expenditures and operating transfers, while total fund balance represents 15.1% of
General Fund expenditures and operating transfers. A fund balance percentage of 15-20% of
expenditures is typically considered a sign of financial health.

The fund balance of the City’s General Fund increased by $14.2 million during the current fiscal
year compared to a decrease of $32.6 million in 2014.

Expenditures and uses, including debt service payments/transfers, for the General Fund in 2015
increased to $512.9 million, compared to $520.3 million in 2014, representing a decrease of
1.4% or $7.4 million overall.

Transfers to the Debt Service Fund of $89.0 million, combined with debt subsidies of $7.3
million, totaled $96.3 million, compared to $101.5 million in 2014. The debt subsidies are for
the URA and Auditorium Authority and are commitments made by the City over the life of their
bonds. Debt and debt subsidies accounted for 19.2% of the expenditures and uses, illustrating



the magnitude of the City’s annual debt service. The City’s normal debt service percentage has
been between 20-25%.

The Debt Service Fund has a total fund balance of $1.3 million, all of which is assigned for the
payment of debt service.

The Community Development Fund had intergovernmental revenues of $15.0 million and
expenditures of $15.0 million. The Capital Projects Fund had $10.5 million of revenues, and
$39.0 million in expenditures, and $10.1 million in operating transfers. The Capital Projects
Funds fund balance decreased by $28.0 million in 2015 to $69.2 million as of December 31,
2015.

General Fund Budgetary Highlights

Actual General Fund revenues (budgetary basis) were below the budgeted revenues by $14.0
million before use of prior year fund balance, mainly due to a shortfall from budgeted Rentals
and Charges of $12.0 million and Public Parking Authority of $1.9 million. These shortfalls are
due to timing differences for the budgetary basis; the City and the Parking Authority agreed upon
a percentage of collection amounts that did not get paid until February 2016 although they were
2015 revenues. There was also a shortfall in Federal and State Grants of $1.1 million. Economic
slot revenue was over budget by $5.1 million which was the amount that had been paid in 2015
for 2014 budgeted revenues. In addition, final actual budgetary basis revenues exceeded the
final budgetary basis expenditures by $5.2 million. Final budgeted General Fund expenditures
were $10.5 million lower than the original budget. Actual General Fund budgetary basis
expenditures were $13.3 million below the final budget total.

During fiscal year 2015, City Council amended the budget primarily for the following reason:

e To appropriate funds to pay prior year commitments in the form of encumbrances for
General Fund purchase orders authorized and issued, but for which goods and services were
not received nor paid for by December 31, 2015 totaled $2.9 million.

Capital Asset and Debt Administration

Capital assets - The City’s investment in capital assets for its governmental-type activities as of
December 31, 2015 amounts to $146.2 million, net of accumulated depreciation. This
investment in capital assets includes building and building improvements, land, machinery and
equipment, furniture and fixtures, vehicles, infrastructure, capital lease, and construction-in-
progress.

Major increases in assets included the purchase of $11.5 million in vehicles and the completion

of multiple capital projects throughout the City resulting in a $6.5 million in infrastructure
additions.
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City of Pittsburgh’s Changes in Capital Assets

Governmental Activities

($ millions) 2015 2014
Land and land improvements $ 46 46
Construction in progress 5 5
Buildings and building improvements 89 89
Capital lease 15 15
Infrastructure 186 180
Vehicles 72 69
Furniture and fixtures 4 4
Machinery and equipment 4 3
Total capital assets 421 411
Less accumulated depreciation for:
Buildings (84) (83)
Infrastructure (127) (122)
Vehicles (48) (49)
Furniture and fixtures 4) (4)
Capital leases 9) (8)
Machinery and equipment 3) 4)
Total accumulated depreciation (275) (270)
Total capital net assets $ 146  $ 141

More detailed information about capital assets is provided in Note 6 to the financial statements.
Long-term debt - At the end of the current fiscal year, the City had total bonded debt

outstanding of $493 million, which comprises debt backed by the full faith and credit of the
government.
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City of Pittsburgh’s Outstanding Debt

Governmental Activities

($ millions) 2015 2014

General obligation bonds:

Beginning balance at January 1 $ 558 % 565
Debt issued and other - 120
Refinanced bonds - (63)
Principal payments and other (65) (64)

Ending balance at December 31 $ 493 § 558

More detailed information about long-term debt is provided in Note 9 of the financial statements.
Significant Events

In November 2003, the City sought municipal self-help as a “financially distressed” municipality
under the Municipalities Financial Recovery Act (Act 47) of the Commonwealth of Pennsylvania.
The Commonwealth of Pennsylvania legislature also established an Intergovernmental Cooperation
Authority (ICA) to provide fiscal oversight for the City for a period of seven years. The Act 47
coordinators appointed by the Commonwealth issued their five-year Recovery Plan, which was
originally adopted by the City Council on June 29, 2004. On June 30, 2009, City Council adopted
the amended Recovery Plan, making it a City ordinance, which further provided areas for Revenue
enhancements and Expenditure reductions. On June 24, 2014, City Council adopted the second
amended Recovery Plan, making it a City ordinance. During 2015, the City continued efforts to
control costs, improve collections, and maintain solvency. The cash balance available for general
operations of the City as of December 31, 2015 was $47.2 million; this was enough to maintain
normal function throughout the City in January 2016. Throughout 2015, the City continued its
designation as a “financially distressed municipality.” Currently, the Act 47 coordinators and the
ICA will provide continued oversight to ensure compliance with the operating budget and approved
five-year plan until this oversight is formally removed.

Pension Funding

Commonwealth of Pennsylvania Act 47 of 2009 required the City’s aggregate pension funding
level to be at least 50 percent by December 31, 2010 to avoid having the City’s pension funds
seized and administered by the Pennsylvania Municipal Retirement System. The City met this
requirement by transferring $45 million to the Comprehensive Trust Fund (Fund) in 2010 and
agreeing to dedicate parking tax revenues for the next 30 years. The City contributed $13.4
million of the parking tax revenue to the Fund from 2011-2015, and intends to contribute the
same amount each year through 2017 and $26.8 million per year from 2018 through 2041.
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Cash Position

During 2015, the City continued efforts that had begun in the latter half of 2003 to control cost,
improve collections, and maintain solvency. These efforts combined with remaining available
fund balance produced benefits into 2015 by allowing the City to meet its beginning of the year
obligations without executing a bank note at the beginning of 2015. The City expects cash flows
to be sufficient enough in 2015 to maintain a positive cash position.

Due to the revenue increase combined with increased costs in the budget, at the end of 2015, the
City projected a 2016 General Fund ending cash balance of $43.6 million, a decrease of $3.4
million. There is every indication at this time that this projection is realistic and that there should
be no need to seek outside funding for continuing operations through 2019.

Requests for Information
This financial report is designed to provide a general overview of the City’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information

provided in this report or requests for additional financial information should be addressed to the
Controller’s Office, First Floor, City County Building, 414 Grant Street Pittsburgh, PA 15219.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF NET POSITION

DECEMBER 31, 2015

Assets

Current assets:

Cash, cash equivalents, and investments

Restricted cash

Real estate taxes (net of allowance for uncollectible
accounts of $20,333,993)

Accounts receivable, net

Accrued interest receivable

Due from other governments

Taxpayer - assessed taxes receivable

Inventory

Notes receivable

Other receivables

Prepaid expenses

Total current assets

Noncurrent assets:
Restricted assets:
Cash and cash equivalents
Investments
Non-routine maintenance
Deposit held for development fund
Accounts receivable - parking

Total restricted assets

Investments - unrestricted

Capital assets:

Capital assets not being depreciated:
Land and land improvement
Construction-in-progress

Capital assets being depreciated:
Buildings and building improvements
Parking facilities
Machinery and equipment
Utility plant
Non-utility plant
Furniture and fixtures
Vehicles
Infrastructure
Capital lease
Less accumulated depreciation

Total net capital assets

Leasehold improvements
Other assets
Loans/notes receivable
Prepaid bond insurance
Property held for redevelopment
Total noncurrent assets
Total Assets

Deferred Outflows of Resources

Accumulated decrease in fair value of hedging derivatives
Differences between expected and actual
experience for pension plan
Net differences between projected and actual earnings
on pension investments
Deferred charge on refunding

Total Deferred Outflows of Resources

Primary
Government
Governmental Component
Activities Units

$ 119,142,709 201,030,340
32,338,349 16,507,313
13,352,808 -

- 31,128,502

50,119 327,348
2,776,214 6,876,574
41,365,902 -

- 3,174,000

- 12,644

24,321,716 2,207,190

- 189,862
233,347,817 261,453,773
- 33,553,000

- 20,003,232

- 2,526,158

- 2,546,039

- 58,628,429

- 15,481,873

45,602,091 39,253,410
5,048,553 75,108,809
88,778,564 86,132,473

- 165,585,162

3,591,757 13,279,165

- 837,067,000

- 22,195,000

4,197,385 -
72,543,382 -
186,462,730 2,241,369
15,434,653 R
(275,482,260) (398,560,699)
146,176,855 842,301,689
- 5,182,469

- 1,100,200

- 66,999,672

- 271,365

- 15,768,124

146,176,855 1,006,875,474
379,524,672 1,268,329,247
- 78,500,000

6,690,568 -
22,316,571 704,063
5,203,809 33,293,451
34,210,948 112,497,514

(Continued)

See accompanying notes to financial statements.



CITY OF PITTSBURGH, PENNSYLVANIA
STATEMENT OF NET POSITION

DECEMBER 31, 2015
(Continued)
Primary
Government
Governmental Component
Activities Units
Liabilities
Current liabilities:

Accounts payable - wastewater treatment - 19,788,000
Accounts and retainage payable 3,555,483 13,401,976
Accrued liabilities 28,661,525 25,844,673
Accrued interest payable 9,047,911 10,174,733
Accrued worker's compensation 15,594,266 -
Accrued compensated absences 21,142,353 -
Accrued claims and judgments 6,361,000 -
Unearned revenue - 3,263,943
Other liabilities - 18,486
Due to other governments 4,867,350 -
Capital lease liability, current portion 836,667 -
Bonds and loans payable, current portion 63,830,000 30,407,345

Total current liabilities 153,896,555 102,899,156

Noncurrent liabilities:

Unearned revenue - 207,000
Other liabilities - 5,092,984
Accrued payroll - related obligations - 750,000
Swap liability - 96,065,000
Bonds and loans payable, net of unamortized premiums/

discounts 429,013,758 858,405,897
Accrued workers' compensation 114,357,950 -
Unfunded post-retirement employee benefits 117,546,709 -
Accrued compensated absences 8,703,773 -
Accrued claims and judgments 17,285,000 -
Capital lease liability 7,713,856 -
Net pension liability 851,295,404 -
Advance from the City of Pittsburgh - 22,775,168

Total noncurrent liabilities 1,545,916,450 983,296,049

Total Liabilities

Deferred Inflows of Resources

Deferred gain on refunding
Differences between expected and actual
experience for pension plan

Total Deferred Inflows of Resources

Net Position

Net investment in capital assets
Restricted for:

Capital projects

Debt service

Employee benefits

Endowments

State and Federal Purpose Grants

Indenture funds

Urban development

Lending programs

Housing Program
Unrestricted

Total Net Position

1,699,813,005

1,086,195,205

See accompanying notes to financial statements.

2

- 3,070,372

4,844,193 53,229

4,844,193 3,123,601

91,521,494 83,458,959

30,123,596 21,171,816

- 3,115,708

4,602,680 -

1,265,469 -

6,825,021 -

- 22,197,746

- 45,160,802

- 91,232,019

- 2,784,034

(1,425,259,838) 22,386,871

$  (1,290,921,578) $ 291,507,955
(Concluded)



Functions/Programs

Primary government:

Governmental activities:

General government

Public safety

Highway and streets

Sanitation

Economic development (includes debt
subsidies to URA of $7,034,416)

Culture and recreation (includes debt subsidies to
Public Auditorium Authority of $265,151)

Interest on long-term debt and
amortization of premiums and discounts

Total primary government

Total component units

CITY OF PITTSBURGH, PENNSYLVANIA
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2015

Net (Expense) Revenue
and Changes in Net Position

Primary
Program Revenues Government
Charges for Operating Grants Capital Grants and Governmental
Expenses Services and Contributions Contributions Activities Component Units
$ 92,461,452 $ 42,874,193 $ 24,176,794 $ 6,619,669 $ (18,790,796)  $ -
307,202,644 13,341,178 15,619,301 53,912 (278,188,253) -
79,548,977 3,194,577 6,892,976 13,675,203 (55,786,221) -
18,213,380 96,652 327,698 - (17,789,030) -
12,630,440 - 505,661 3,198,790 (8,925,989) -
11,889,380 1,039,706 537,654 1,057,429 (9,254,591) -
23,075,567 - - - (23,075,567) -
$ 545,021,840 $ 60,546,306 $ 48,060,084 $ 24,605,003 (411,810,447) -
$ 282,999,071 $ 260,458,676 $ 32,899,636 $ 18,420,000 28,779,241
General revenues:
Real estate taxes 137,884,011 -
Earned income taxes 88,904,431 -
Business privilege taxes 2,751 -
Local services tax 13,984,697 -
Payroll preparation tax 73,930,205 -
Parking tax 55,065,134 -
Sales taxes from the Regional Asset District 26,227,370 -
Deed transfer tax 22,331,381 -
Amusement tax 16,168,807 -
Facilities usage tax 5,914,961 -
Public service privilege 2,501,368 -
Nonprofit payment in lieu of taxes 378,932 -
Unrestricted investment earnings 292,395 782,260
Donations and endowments 777,080 -
Gain (loss) of sale of assets - 651,000
Miscellaneous 730,099 1,636,640
Total general revenues 445,093,622 3,069,900
Change in Net Position 33,283,175 31,849,141
Net position - beginning, as restated (1,324,204,753) 259,658,814

Net position - ending

$  (1,290,921,578)

$ 291,507,955

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA
BALANCE SHEET

GOVERNMENTAL FUNDS
DECEMBER 31, 2015
Special Total Total
Debt Revenue Capital Nonmajor Governmental
General Service CDBG Projects Funds Funds
Assets
Cash and cash equivalents $ 47,240,596 $ 1,249,540 $ 2,139,863 $ 41,189,525 $ 27,323,185 $ 119,142,709
Cash and cash equivalents - restricted 338,349 - - 32,000,000 - 32,338,349
Receivables:
Real estate taxes (net of allowances
for uncollectible accounts of $20,333,993) 13,352,808 - - - - 13,352,808
Taxpayer - assessed taxes receivable 41,365,902 - - - - 41,365,902
Other receivables 22,432,271 - - - 1,889,445 24,321,716
Accrued interest 21,942 27,976 - - 201 50,119
Advance to other fund - - - 1,300,000 - 1,300,000
Due from other governments 138,332 - 652,510 1,985,372 - 2,776,214
Due from other funds 550,649 - - 64,873 203,512 819,034
Total Assets $ 125,440,849 $ 1,277,516 $ 2,792,373 $ 76,539,770 $ 29,416,343 $ 235,466,851
(Continued)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

Liabilities, Deferred Inflows of Resources, and Fund Balance

BALANCE SHEET

GOVERNMENTAL FUNDS

DECEMBER 31, 2015

(Continued)

Liabilities:

Accounts payable

Accrued liabilities

Advance from other fund

Due to other funds

Due to other governments
Accrued claims and judgments

Total Liabilities
Deferred Inflows of Resources:

Unavailable revenue - taxes

Total Deferred Inflows of Resources
Fund Balance:

Restricted:

Capital Projects

Endowments

Employee Benefits

State and Federal Purpose Grants
Committed:

Interfund Advance

Specified Program Services
Assigned:

General Government

Debt Service

Capital Projects

Public Safety

Community Recreation and Cultural
Unassigned

Total Fund Balance

Total Liabilities, Deferred Inflows of
Resources, and Fund Balance

See accompanying notes to financial statements.

Special Total Total
Debt Revenue Capital Nonmajor Governmental

General Service CDBG Projects Funds Funds
$ 3,057,587 $ - $ 12,693 332,187 153,016 $ 3,555,483
18,193,326 - 1,262,680 6,869,980 2,335,539 28,661,525
- - 1,300,000 - - 1,300,000
- - 132,383 153,094 533,557 819,034
1,017,253 - - - 3,850,097 4,867,350
6,361,000 - - - - 6,361,000
28,629,166 - 2,707,756 7,355,261 6,872,209 45,564,392
19,505,626 - - - - 19,505,626
19,505,626 - - - - 19,505,626
- - - 30,123,596 - 30,123,596
1,265,469 - - - - 1,265,469
4,602,680 - - - - 4,602,680
- - 84,617 - 6,740,404 6,825,021
- - - 1,300,000 - 1,300,000
- - - - 15,036,309 15,036,309
2,316,420 - - - - 2,316,420
- 1,277,516 - - - 1,277,516
- - - 37,760,913 - 37,760,913
- - - - 61,184 61,184
- - - - 706,237 706,237
69,121,488 - - - - 69,121,488
77,306,057 1,277,516 84,617 69,184,509 22,544,134 170,396,833
$ 125,440,849 $ 1,277,516 $ 2,792,373 76,539,770 29,416,343 $ 235,466,851

5

(Concluded)



CITY OF PITTSBURGH, PENNSYLVANIA

RECONCILIATION OF THE BALANCE SHEET
OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

DECEMBER 31, 2015

Total Fund Balance - Governmental Funds $ 170,396,833

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets including construction-in-progress used in governmental
activities are not current financial resources and, therefore, are not
reported as assets in governmental funds. The cost of the assets is
$421,659,120 and the accumulated depreciation is $275,482,360. 146,176,855

Property taxes receivable and other revenues will be collected in the
future, but are not available to pay for the current period's expenditures
and, therefore, are treated as deferred inflows in the funds. Receivable
amounts are shown net of allowances, but are not deferred inflows in
the government-wide financial statements. 19,505,626

The net pension liability, and deferred inflows and outflows of
resources for pension are not recorded on the fund financial statements.

(827,132,458)

The deferred outflows related to long-term debt are not reported in the
funds. 5,203,809

Long-term liabilities, including notes and bonds payable, are not due
and payable in the current period and, therefore, are not reported as

liabilities in the funds. Long-term liabilities at year-end consist of:

Bonds payable, net of unamortized premiums/discounts  $ (492,843,758)

Capital lease liability (8,550,523)
Accrued workers' compensation (129,952,216)
Accrued compensated absences (29,846,126)
Unfunded post-retirement employee benefits (117,546,709)
Accrued interest payable (9,047,911)
Accrued claims and judgments (17,285,000) (805,072,243)
Total Net Position - Governmental Activities $  (1,290,921,578)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Revenues:

Taxes, including penalties and interest
Payment in lieu of taxes

Interest and dividends

Fines and forfeits

Intergovernmental revenues

Charges for user services
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety
Public works
Sanitation
Community, recreational, and cultural
Economic and physical development
Claims and judgments
Debt service:
Principal retirement of bonds
Interest on bonds
Public Auditorium Authority subsidy
Urban Redevelopment Authority subsidy

Total expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses):

Transfers from other funds
Transfers to other funds

Total other financing sources (uses)
Net Change in Fund Balances
Fund Balances:

Beginning of year

End of year

GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2015

Special Total Total
Debt Revenue Capital Nonmajor Governmental

General Service CDBG Projects Funds Funds
$ 429,409,537 - $ - $ 740,601 $ 5,369,688 $ 435,519,826
378,932 - - - - 378,932
120,097 170,478 - - 1,823 292,398
11,838,137 - - - 454,863 12,293,000
35,604,255 - 14,952,289 9,730,481 12,000,966 72,287,991
45,785,611 - - - 5,119,693 50,905,304
479,683 - - - 1,239,297 1,718,980
523,616,252 170,478 14,952,289 10,471,082 24,186,330 573,396,431
73,399,989 - 7,122,317 2,774,826 16,563,745 99,860,877
268,281,691 - 53,912 2,950,813 2,948,352 274,234,768
37,497,986 - 3,913,963 30,375,179 8,053,814 79,840,942
17,145,497 - - - - 17,145,497
7,034,940 - 1,033,161 570,440 2,950,437 11,588,978
750 - 2,828,936 2,328,678 437,661 5,596,025
1,381,760 - - - - 1,381,760
- 61,135,000 - - - 61,135,000
- 27,889,016 - - - 27,889,016
265,151 - - - - 265,151
7,034,416 - - - - 7,034,416
412,042,180 89,024,016 14,952,289 38,999,936 30,954,009 585,972,430
111,574,072 (88,853,538) - (28,528,854) (6,767,679) (12,575,999)
3,472,500 88,985,978 - 10,500,000 11,781,142 114,739,620
(100,870,153) - - (10,145,813) (3,723,654) (114,739,620)
(97,397,653) 88,985,978 - 354,187 8,057,488 -
14,176,419 132,440 - (28,174,667) 1,289,809 (12,575,999)
63,129,638 1,145,076 84,617 97,359,176 21,254,325 182,972,832
$ 77,306,057 1,277,516 § 84,617 $ 69,184,509 $§ 22544,134  § 170,396,833

See accompanying notes to financial statements.



CITY OF PITTSBURGH, PENNSYLVANIA

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2015

Net Change in Fund Balance - Governmental Funds $ (12,575,999)

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by
which depreciation exceeded capital outlays less net deletions in the current
period:

Capital outlays  $ 23,029,334
Less: net deletions (5,315,222)
Less: depreciation expense (12,072,092) 5,642,020

Some taxes and other revenues will not be collected for several months
after the City's year-end, they are not considered as "available" revenues in
the governmental funds. Deferred inflows changed by this amount during
the year. 5,017,546

Changes in the net pension liability and related deferred inflows and
outflows of resources do not affect current financial resources and,

therefore, are not reflected on the fund statements. (15.971.733)

The issuance of long-term obligations (e.g., notes and bonds) provides
current financial resources to governmental funds, while the repayment of
the principal of long-term obligations consumes the current financial
resources of governmental funds. Neither transaction, however, has any
effect on the statement of activities. Also, governmental funds report the
effect of premiums, discounts, interest, and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement
of activities. This amount is the net effect of these differences in the
treatment of long-term obligations and related items. 65,756,715

In the statement of activities, certain expenses - workers' compensation,
compensated absences, other post-employment benefits, and claims and
judgments are measured by the amounts incurred during the year. In the
governmental funds, however, expenditures for these items are measured by
the amount of financial resources used. This amount represents the
difference between the amount incurred versus the amount used. (14,585,374)

Change in Net Position of Governmental Activities $ 33,283,175

See accompanying notes to financial statements.



CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) - GENERAL FUND

Revenues:

YEAR ENDED DECEMBER 31, 2015

(Amounts expressed in thousands)

Taxes, net of refunds and banking fees:

Real estate

Non-profit payment for services
Payroll preparation
Amusement

Earned income

Deed transfer

Parking

Occupation Privilege

Local Services Tax

Business privilege

Institution and service privilege
Facility usage fee

Public service

Penalties and interest

Act 77 - tax relief

Total taxes, net of refunds and banking fees

Interest earnings
Fines and forfeits

Licenses and fees:
Liquor and malt beverage
General government
Rentals and charges

Total licenses and fees

Federal and state grants
Reimbursement, CDBG

Public Parking Authority

PWSA reimbursement

Sports and Exhibition Authority
Urban Redevelopment Authority
State utility tax

Miscellaneous

Sale of public property

State aid - pension

Economic development slots revenue
2% Local share of slots revenue
Operating transfer

Summer food program

Total other revenues
Fund Balance - Prior Year

Total budgeted revenues

See accompanying notes to financial statements.

Budgeted Amounts Variance with
Original Final Actual Final Budget
$ 132,697 $ 132,697 $ 133,130 $ 433
400 400 420 20
57,357 57,357 58,894 1,537
14,654 14,654 16,236 1,582
87,226 87,226 87,751 525
18,099 18,099 22,723 4,624
53,169 53,169 52,620 (549)
- - (105) (105)
13,689 13,689 13,922 233
1 1 (4) (5)
483 483 589 106
4,663 4,663 5,536 873
634 634 1,111 477
1,106 1,106 1,211 105
20,991 20,991 19,981 (1,010)
405,169 405,169 414,015 8,846
135 135 128 @)
8,841 8,841 9,285 444
414 414 407 @)
11,227 11,227 10,211 (1,016)
39,226 39,226 27,225 (12,001)
50,867 50,867 37,843 (13,024)
7,511 7,511 6,407 (1,104)
290 290 340 50
1,900 1,900 - (1,900)
5,300 5,300 5,300 -
266 266 1 (265)
457 457 424 (33)
605 605 278 (327)
61 61 69 8
18,146 18,146 18,255 109
5,100 5,100 10,200 5,100
10,000 10,000 - (10,000)
- - 1 1
49,636 49,636 41,275 (8,361)
1,902 1,902 - (1,902)
516,550 516,550 502,546 (14,004)
(Continued)
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) - GENERAL FUND

YEAR ENDED DECEMBER 31, 2015

(Amounts expressed in thousands)

(Continued)
Original Transfers and
Adopted Prior Year Final Total
Budget Carryover Budget Expenditures Encumbrances Actual Variance
Expenditures:
Current Operating-General Government
City Council and City Clerk's Office:
City Council:
Salaries 1,519 (19) 1,500 1,510 - 1,510 (10)
GF Grants-Other 40 - 40 16 - 16 24
Total City Council 1,559 (19) 1,540 1,526 - 1,526 14
City Clerk's Office:
Salaries 640 - 640 523 - 523 117
Non-salaries 221 51 272 200 25 225 47
Total City Clerk's office 861 51 912 723 25 748 164
Total City Council and City Clerk's office 2,420 32 2,452 2,249 25 2,274 178
Mayor's Office:
Office of the Mayor
Salaries 1,031 - 1,031 1,012 - 1,012 19
Non-salaries 98 - 98 29 - 29 69
Total Office of the Mayor 1,129 - 1,129 1,041 - 1,041 88
Office of Neighborhood Empowerment:
Salaries 619 - 619 483 - 483 136
Non-salaries 35 - 35 13 - 13 22
Total Office of Neighborhood Empowerment 654 - 654 496 - 496 158
Office of Management and Budget
Salaries 1,305 34 1,339 1,289 - 1,289 50
Non-salaries 14,282 255 14,537 13,204 221 13,425 1,112
Total Office of Management and Budget 15,587 289 15,876 14,493 221 14,714 1,162
Total Mayor's Office 17,370 # 289 # 17,659 # 16,030 # 221 16,251 1,408
Innovation & Performance:
Salaries 3,120 (100) 3,020 2,939 - 2,939 81
Non-salaries 11,020 75 11,095 10,518 80 10,598 497
Total City Information Systems 14,140 (25) 14,115 13,457 80 13,537 578
Commission on Human Relations:
Salaries 239 - 239 197 - 197 42
Non-salaries 20 - 20 18 2 20 -
Total Human Relations 259 - 259 215 2 217 42
Office of City Controller:
Salaries 3,008 - 3,008 2,748 - 2,748 260
Non-salaries 208 37 245 86 19 105 140
Total Office of City Controller 3,216 37 3,253 2,834 19 2,853 400
Department of Finance:
Salaries 3,018 (350) 2,668 2,237 - 2,237 431
Non-salaries 4,699 148 4,847 3,855 313 4,168 679
Pension 66,407 - 66,407 66,067 - 66,067 340
Debt service 89,024 - 89,024 88,986 - 88,986 38
Debt service subsidy 265 - 265 265 - 265 -
Total Department of Finance 163,413 (202) 163,211 161,410 313 161,723 1,488
Department of Law
Salaries 1,874 61 1,935 1,827 - 1,827 108
Non-salaries 2,894 190 3,084 2,130 90 2,220 864
Total Law 4,768 251 5,019 3,957 90 4,047 972
(Continued)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) - GENERAL FUND

YEAR ENDED DECEMBER 31, 2015

(Amounts expressed in thousands)

(Continued)
Original Transfers and
Adopted Prior Year Final Total
Budget Carryover Budget Expenditures Encumbrances Actual Variance
Current Operating-General Government, cont:
Department of Law - EORC:
Salaries 61 (61) - - - - -
Non-salaries 20 (20) - - - - -
Total Department of Law - EORC 81 (81) - - - - -
Department of Law - OMI:
Salaries 524 (90) 434 423 - 423 11
Non-salaries 114 2 116 108 - 108 8
Total Department of Law - OMI 638 (88) 550 531 - 531 19
Total Department of Law 5,487 82 5,569 4,488 90 4,578 991
Department of Personnel and Civil
Service Commission:
Salaries 1,559 - 1,559 1,553 - 1,553 6
Non-salaries 2,547 1,018 3,565 2,565 484 3,049 516
Fringe benefits 94,699 (193) 94,506 93,216 134 93,350 1,156
Severance Incentive Program 1,902 - 1,902 1,767 - 1,767 135
Total Department of Personnel and
Civil Service Commission 100,707 825 101,532 99,101 618 99,719 1,813
Department of City Planning:
Salaries 1,956 (150) 1,806 1,684 - 1,684 122
Non-salaries 321 5 326 179 26 205 121
Total Department of City Planning 2,277 (145) 2,132 1,863 26 1,889 243
Department of Permits, Licenses, & Inspection
Salaries 3,344 (210) 3,134 2,928 - 2,928 206
Non-salaries 415 64 479 401 87 488 9)
Total Department of Permits,
Licenses, & Inspection 3,759 (146) 3,613 3,329 87 3,416 197
Total General Government 313,048 747 313,795 304,976 1,481 306,457 7,338
Public Safety - Department of Public Safety:
Bureau of Administration:
Salaries and wages 1,248 (100) 1,148 1,088 - 1,088 60
Non-salaries 1,630 656 2,286 1,691 434 2,125 161
Total Bureau of Administration 2,878 556 3,434 2,779 434 3,213 221
Bureau of Emergency Medical Services:
Salaries and wages 14,070 - 14,070 14,052 - 14,052 18
Non-salaries 744 4 748 666 - 666 82
Total Bureau of Emergency Medical Services 14,814 4 14,818 14,718 - 14,718 100
Bureau of Police:
Salaries 73,133 - 73,133 70,647 - 70,647 2,486
Non-salaries 3,682 157 3,839 3,595 82 3,677 162
Total Bureau of Police 76,815 157 76,972 74,242 82 74,324 2,648
Bureau of Fire:
Salaries and wages 55,737 2,200 57,937 57,212 - 57,212 725
Non-salaries 2,138 (189) 1,949 1,466 35 1,501 448
Total Bureau of Fire 57,875 2,011 59,886 58,678 35 58,713 1,173
Public Safety:
Public Safety Animal Control
Salaries 751 - 751 623 - 623 128
Non-salaries 641 80 721 326 232 558 163
Total Public Safety Animal Control 1,392 80 1,472 949 232 1,181 291
Total Public Safety - Department of
Public Safety 153,774 2,808 156,582 151,366 783 152,149 4,433
(Continued)

See accompanying notes to financial statements.
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BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) - GENERAL FUND
YEAR ENDED DECEMBER 31, 2015

(Amounts expressed in thousands)
(Continued)

Department of Public Works:
Administration:
Salaries
Non-salaries

Total Administration

Operations:
Salaries
Non-salaries

Total Operations

Environmental Services:
Salaries
Non-salaries

Total Environmental Services

Engineering:
Salaries
Non-salaries

Total Engineering

Total Department of Public Works

Community, Recreational, and Cultural -
Department of Parks and Recreation:
Administration:
Salaries
Non-salaries

Total Community, Recreational, and
Cultural - Department of Parks and
Recreation

Citizens Review Board:
Salaries
Non-salaries

Total Citizens Review Board
Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

CITY OF PITTSBURGH, PENNSYLVANIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

Original Transfers and
Adopted Prior Year Final Total
Budget Carryover Budget Expenditures Encumbrances Actual Variance

784 - 784 758 - 758 26

211 - 211 116 - 116 95

995 - 995 874 - 874 121

15,774 (150) 15,624 15,503 - 15,503 121
5,296 19 5,315 4,649 25 4,674 641
21,070 (131 20,939 20,152 25 20,177 762
7,987 (500) 7,487 7,307 - 7,307 180
3,541 - 3,541 3,123 - 3,123 418
11,528 (500) 11,028 10,430 - 10,430 598
2,979 (50) 2,929 2,910 - 2,910 19
2,979 (50) 2,929 2,910 - 2,910 19
36,572 (681) 35,891 34,366 25 34,391 1,500
3,197 - 3,197 3,188 - 3,188 9

728 - 728 664 22 686 42

3,925 - 3,925 3,852 22 3,874 51

325 - 325 311 - 311 14

174 - 174 150 6 156 18

499 - 499 461 6 467 32
507,818 2,874 510,692 495,021 2,317 497,338 13,354
$ 8,732 $ 5,858 5,208 $ (650)

(Continued)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND

YEAR ENDED DECEMBER 31, 2015

(Amounts expressed in thousands)
(Continued)

Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures:
Sources/Inflows of Resources:

Actual amounts (budgetary basis) revenues from the statement of revenues,

expenditures, and changes in fund balance - actual and budget. $ 502,546
Actual amounts not included on budgetary basis. 1,075
Transfer in 3,472

The adjustments to convert to GAAP basis, recording of receivables and
revenues, not included in budget. 19,996

Total General Fund revenue and other financing sources on GAAP basis as
reported on the statement of revenues, expenditures, and changes in fund
balance. $ 527,089

Users/Outflows of Resources:

Actual amounts (budgetary basis) "total expenditures" from the statement of

revenues, expenditures, and changes in fund balance - actual and budget. $ 495,021
Actual amounts not included on budgetary basis. 1,449
Transfer out not included on budgetary basis. 10,500

The adjustments to convert to GAAP basis, recording of expenditures and
liabilities not included in budget. 5,942

Total General Fund expenditures and transfers out as reported on the
statement of revenues, expenditures, and changes in fund balance. $ 512,912

(Concluded)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

COMMUNITY DEVELOPMENT FUND

YEAR ENDED DECEMBER 31, 2015

Revenues:

Intergovernmental

Expenditures:

Budgeted Amounts Variance with
Original Final Actual Final Budget
$ 35,579,440 $§ 35,579,440 $ 13,326,835 $ (22,252,605)

General government:
Council and City Clerk's Office
Finance
Department of Personnel and Human Relations
Department of City Planning
General services
Public safety
Public works:
Public works
Engineering and construction
Community, recreational, and cultural programs
Intergovernmental programs

Total expenditures

Excess (Deficiency) of Revenues
Over Expenditures

4,662,071 4,662,071 1,817,594 2,844,477
55,755 55,755 - 55,755
1,909,264 1,909,264 876,467 1,032,797
4,904,116 4,904,116 2,297,738 2,606,378
13,474 13,474 - 13,474
200,212 200,212 53,912 146,300
9,328,379 9,328,379 3,899,231 5,429,148
490,435 490,435 16,302 474,133
2,729,515 2,729,515 1,037,874 1,691,641
11,286,219 11,286,219 3,198,790 8,087,429
35,579,440 35,579,440 13,197,908 22,381,532
$ - $ - 3 128,927  $ 128,927
(Continued)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
COMMUNITY DEVELOPMENT FUND

YEAR ENDED DECEMBER 31, 2015
(Amounts expressed in thousands)
(Continued)

Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures:

Sources/Inflows of Resources:

Actual amounts (budgetary basis) revenues from the statement of revenues,
expenditures, and changes in fund balance - actual and budget. $ 13,327

Actual amounts not included on budgetary basis. 2,379

The adjustments to convert to GAAP basis, recording of receivables and
revenues, not included in budget. (754)

Total Community Development Fund revenue on GAAP basis as reported
on the statement of revenues, expenditures, and changes in fund balance. $ 14,952

Users/Outflows of Resources:
Actual amounts (budgetary basis) "total charges to appropriations" from the

statement of revenues, expenditures, and changes in fund balance - actual
and budget. $ 13,198

Actual amounts not included on budgetary basis. 2,230

The adjustments to convert to GAAP basis, recording of expenditures and
liabilities not included in budget. (476)

Total Community Development Fund expenditures and other financing
uses as reported on the statement of revenues, expenditures, and changes in
fund balance. $ 14,952

(Concluded)

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA

STATEMENT OF NET POSITION
FIDUCIARY FUNDS

DECEMBER 31, 2015

Pension OPEB
Trust Trust Agency
Fund Fund Fund
Assets
Cash and cash equivalents $ 19,940,136 $ 1,019,616 18,715,173
Investments:
Preferred and common stock 46,978,445 - -
U.S. government and agency obligations 12,109,911 1,115,878 -
Corporate and other obligations 35,437,905 - -
Mutual funds:
U.S. equities 86,096,208 5,343,619 -
Non-U.S. equities 60,127,511 - -
Fixed income 24,701,528 3,297,829 -
Hedge funds 45,353,073 - -
Real estate funds 33,842,433 597,975 -
Private equity 12,676,479 - -
Due from City of Pittsburgh General Fund 2,900,000
Other assets - - 84,287
Accrued interest and dividend receivables 439,614 - -
Total Assets 380,603,243 11,374,917 18,799,460
Liabilities
Benefits and related withholdings payable 2,755,752 - -
Accounts payable - - 7,500
Deposits held in trust - - 951,971
Accrued liabilities and other payables 44,765 - 17,839,989
Total Liabilities 2,800,517 - 18,799,460
Net Position
Restricted for Pension Benefits and other purposes $ 377,802,726 $ 11,374,917 -

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA
STATEMENT OF CHANGES IN NET POSITION

FIDUCIARY FUNDS

YEAR ENDED DECEMBER 31, 2015

Additions:

Contributions:
Employer - pension benefits
Employer - other benefits
Plan members
State Aid

Total contributions

Investment income:
Net increase (decrease) in fair value of investments
Interest and dividends

Total investment income (loss)
Investment expense

Net investment income (loss)

Miscellaneous:
Other

Total additions

Deductions:

Benefit payments
Refund of employee contributions
Administrative expense

Total deductions

Change in Net Position

Net Position:

Beginning of year

End of year

Pension OPEB
Trust Trust
Fund Fund
45,499,149 $ -
3,481,718 2,500,000
10,900,701 -
18,259,328 -
78,140,896 2,500,000
(4,270,124) (400,488)
4,349,478 329,563
79,354 (70,925)
(867,730) (5,632)
(788,376) (76,557)
107,862 -
77,460,382 2,423,443
89,240,555 -
1,188,020 -
1,294,544 45,004
91,723,119 45,004
(14,262,737) 2,378,439
392,065,463 8,996,478
377,802,726 $ 11,374,917

See accompanying notes to financial statements.
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Assets

CITY OF PITTSBURGH, PENNSYLVANIA
COMBINING STATEMENT OF NET POSITION

Current assets:
Cash and cash equivalents
Cash and cash equivalents - restricted
Investments - unrestricted
Investments - restricted
Accounts receivable, net
Due from other governments
Notes receivable
Inventory
Accrued interest receivable and other assets
Other receivables

Prepaids
Total current assets

Noncurrent assets:
Restricted assets:
Cash and cash equivalents
Investments
Non-routine maintenance
Deposits held for development fund
Reserve/loans escrow

Total restricted assets
Investments - unrestricted

Capital assets:
Buildings and building improvements
Land and land improvements
Parking facilities
Machinery and equipment
Utility assets
Non-utility assets
Infrastructure
Construction-in-progress

Less: accumulated depreciation
Total net capital assets

Leasehold improvements, net
Other assets

Property held for redevelopment
Loans/notes receivable, net

Net pension asset

Prepaid bond insurance

Total noncurrent assets
Total Assets

Deferred Outflows of Resources

Accumulated decrease in fair value of hedging derivatives -

Net differences between projected and actual earnings

on pension investments

Deferred charge on refunding

Total Deferred Outflows of Resources

COMPONENT UNITS
DECEMBER 31, 2015
Pittsburgh
Water and Public
Sewer Stadium Parking
URA Authority Authority Authority Total
$ 95,142,388 28,269,000 2,627,614 167,882 126,206,884
- - 5,596,096 10,911,217 16,507,313
43,196,888 - - 7,738,861 50,935,749
- - - 23,887,707 23,887,707
- 30,243,000 - 885,502 31,128,502
6,876,574 - - - 6,876,574
- - - 12,644 12,644
- 3,174,000 - - 3,174,000
- - 287 327,061 327,348
633,154 - 1,574,036 - 2,207,190
- 180,000 9,862 - 189,862
145,849,004 61,866,000 9,807,895 43,930,874 261,453,773
- 33,553,000 - - 33,553,000
- 11,181,000 - 8,822,232 20,003,232
- - 2,526,158 - 2,526,158
- - 2,546,039 - 2,546,039
- 44,734,000 5,072,197 8,822,232 58,628,429
- - - 15,481,873 15,481,873
56,950,041 - 29,182,432 - 86,132,473
13,204,423 - - 26,048,987 39,253,410
- - - 165,585,162 165,585,162
- - 43,588 13,235,577 13,279,165
- 837,067,000 - - 837,067,000
- 22,195,000 - - 22,195,000
- - 2,241,369 - 2,241,369
- 70,204,000 - 4,904,809 75,108,809
(25,046,830) (275,918,000) (6,664,632) (90,931,237) (398,560,699)
45,107,634 653,548,000 24,802,757 118,843,298 842,301,689
- - - 5,182,469 5,182,469
1,100,200 - - - 1,100,200
15,768,124 - - - 15,768,124
63,810,148 - - 3,189,524 66,999,672
- - - 1,141,653 1,141,653
- - - 271,365 271,365
125,786,106 698,282,000 29,874,954 152,932,414 1,006,875,474
271,635,110 760,148,000 39,682,849 196,863,288 1,268,329,247
78,500,000 - - 78,500,000
- - - 704,063 704,063
- 27,728,000 - 5,565,451 33,293,451
- 106,228,000 - 6,269,514 112,497,514
(Continued)

See accompanying notes to financial statements.
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Liabilities

CITY OF PITTSBURGH, PENNSYLVANIA
COMBINING STATEMENT OF NET POSITION

Current liabilities:

Bonds and loans payable, current portion

Accrued payroll and related obligations
Accounts payable - City of Pittsburgh
Accounts payable - wastewater treatment
Unearned revenue

Other liabilities

Accounts payable and other accrued expenses

Accrued interest payable

Total current liabilities

Noncurrent liabilities:
Unearned revenue
Other liabilities
Accrued payroll and related obligations
Swap liability

Bonds and loans payable, net of current portion

Advances from the City of Pittsburgh

Total noncurrent liabilities

Total Liabilities

Deferred Inflows of Resources

Deferred gain on refunding
Differences between expected and actual
experience for pension plan

Total Deferred Inflows of Resources

Net Position

Net investment in capital assets
Restricted for:

Capital projects

Debt service

Indenture funds

Urban Development

Lending programs

Housing program
Unrestricted

Total Net Position

COMPONENT UNITS
DECEMBER 31, 2015
(Continued)
Pittsburgh
Water and Public
Sewer Stadium Parking
URA Authority Authority Authority Total
1,766,552 22,099,000 801,793 5,740,000 30,407,345
- 764,000 - - 764,000
- - - 13,401,976 13,401,976
- 19,788,000 - - 19,788,000
2,350,448 - - 913,495 3,263,943
- - - 18,486 18,486
9,083,410 11,386,000 139,201 4,472,062 25,080,673
- 9,875,000 55,946 243,787 10,174,733
13,200,410 63,912,000 996,940 24,789,806 102,899,156
- 207,000 - - 207,000
- - - 5,092,984 5,092,984
- 750,000 - - 750,000
- 96,065,000 - - 96,065,000
35,363,726 741,187,000 16,439,225 65,415,946 858,405,897
- - 22,775,168 - 22,775,168
35,363,726 838,209,000 39,214,393 70,508,930 983,296,049
48,564,136 902,121,000 40,211,333 95,298,736 1,086,195,205
- - - 3,070,372 3,070,372
- - - 53,229 53,229
- - - 3,123,601 3,123,601
41,002,016 (15,963,000) 7,561,739 50,858,204 83,458,959
- - 9,501,142 11,670,674 21,171,816
- - 2,546,039 569,669 3,115,708
- - - 22,197,746 22,197,746
45,160,802 - - - 45,160,802
91,232,019 - - - 91,232,019
2,784,034 - - - 2,784,034
42,892,103 (19,782,000) (20,137,404) 19,414,172 22,386,871
$ 223,070,974 $  (35,745,000) $ (528,484) $ 104,710,465 $ 291,507,955

See accompanying notes to financial statements.
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Urban Redevelop Authority:

CITY OF PITTSBURGH, PENNSYLVANIA

Program Revenues

STATEMENT OF ACTIVITIES
COMPONENT UNITS
YEAR ENDED DECEMBER 31, 2015

Net (Expense) Revenue

and Changes in Net Position

Urban Redevelopment Authority

Governmental activities:
Urban development
General government
Interest on long-term debt

Total governmental activities

Business-type activities:
Lending programs
Property management

Total business-type activities
URA Component Unit

Total URA

Pittsburgh Water and Sewer Authority

Stadium Authority
Public Parking Authority

Total Component Units

Charges for Operating Grants ~ Capital Grants and Governmental Business-type URA Component Water and Sewer Public Parking
Expenses Services and Contributions Contributions Activities Activities Unit Authority Stadium Authority Authority Total
$ 33,194,245 § 5,873,697 $ 30,383,845 S -8 3,063,297 $ -8 -8 -8 -8 -8 3,063,297
8,980,814 2,358,840 2,000,000 - (4,621,974) - - - - - (4,621,974)
509,756 - - - (509,756) - - - - - (509,756)
42,684,815 8,232,537 32,383,845 - (2,068,433) - - - - - (2,068,433)
2,750,605 1,933,550 - - - (817,055) - - - - (817,055)
5,793,097 6,094,429 - 291,000 - 592,332 - - - - 592,332
8,543,702 8,027,979 - 291,000 - (224,723) - - - - (224,723)
1,378,294 16,659 515,791 - - - (845,844) - - - (845,844)
52,606,811 16,277,175 32,899,636 291,000 (2,068,433) (224,723) (845,844) - - - (3,139,000)
169,107,000 174,164,000 - 18,129,000 - - - 23,186,000 - - 23,186,000
3,981,913 6,627,282 - - - - - - 2,645,369 - 2,645,369
57,303,347 63,390,219 - - - - - - - 6,086,872 6,086,872
$ 282,999,071 $ 260,458,676 $ 32,899,636 $ 18,420,000 (2,068,433) (224,723) (845,844) 23,186,000 2,645,369 6,086,872 28,779,241
General revenues:
Investment income, net 56,091 208,535 - 199,000 4,566 314,068 782,260
Gain (loss) on sale of assets - - 651,000 - - - 651,000
Miscellaneous revenue (expense) - - - - 210,931 1,425,709 1,636,640
Transfer in (out) (28,515,723) 28,515,723 - - - - -
Total general revenues (28,459,632) 28,724,258 651,000 199,000 215,497 1,739,777 3,069,900
Change in Net Position (30,528,065) 28,499,535 (194,844) 23,385,000 2,860,866 7,826,649 31,849,141
Net position - beginning, as restated for the Public Parking Authority 144,683,199 77,632,271 2,978,878 (59,130,000) (3,389,350) 96,383,816 259,658,814
Net position - ending $ 114,155,134  $ 106,131,806 _$ 2,784,034 $  (35,745,000) _$ (528,484) $ 104,710,465 $ 291,507,955

See accompanying notes to financial statements.
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CITY OF PITTSBURGH, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Primary Government Disclosures:

Description of City

The City of Pittsburgh, Pennsylvania (City or primary government) was incorporated on July 20,
1816 and chartered as a home rule municipality on January 5, 1976. The City operates under a
strong mayor form of government and provides the following services as authorized by its charter:
public safety (police, fire, and emergency medical services), highways and streets, sanitation,
economic development, cultural and recreational, public improvements, planning and zoning, and
general administrative services.

The major accounting principles and practices followed by the City are presented below to assist the
reader in evaluating the financial statements and the accompanying notes.

(A) The Financial Reporting Entity

The criteria used by the City to evaluate the possible inclusion of related entities (Authorities,
Boards, Councils, etc.) outside of the legal City entity within its reporting entity are financial
accountability and the nature and significance of the relationship. In determining financial
accountability in a given case, the City reviews the applicability of the following criteria:

The City is financially accountable for:

1. Legally separate organizations if City officials appoint a voting majority of the
organization’s governing body and the City is able to impose its will on the organization or
if there is a potential for the organization to provide specific financial benefits to, or impose
specific financial burdens on, the primary government.

a. Impose its Will — If the City can significantly influence the programs, projects, or activities
of, or the level of services performed or provided by, the organization.

b. Financial Benefit or Burden — Exists if the City (1) is entitled to the organization’s
resources, (2) is legally obligated or has otherwise assumed the obligation to finance the
deficits of, or provide support to, the organization, or (3) is obligated in some manner for the
debt of the organization.

2. Legally separate organizations that are fiscally dependent on the City, fiscal dependency is
established if the organization is unable to adopt its budget, levy taxes or set rates or charges
or issue bonded debt without approval by the City.

Based on the foregoing criteria, the reporting entity has been defined to include all the legally
separate-government entities for which the City is financially accountable or for which there is a
significant relationship (component units). Specific information on the nature of the various
potential component units and a description of how the aforementioned criteria have been
considered in determining whether or not to include or exclude such organizations in the City’s
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CITY OF PITTSBURGH, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015

financial statements are provided in the following paragraphs. Audited financial statements for
all of the component units are available for public inspection in the City Controller’s office.

(B) Net Position Deficit and Liquidity

As of December 31, 2015, the City, in its statement of net position, shows a total net deficit of
$1.29 billion with an unrestricted net position deficit of $1.425 billion offset by $134.3 million
in net investment in capital and restricted assets. The largest components of the unrestricted
deficit are principally the long-term obligations of the City including net pension obligations of
$851.3 million now recognized, general obligation debt to meet funding requirements to the
Pension Trust Fund, borrowings to finance economic development efforts (including projects of
the City’s Authorities, related principally to the URA), maintenance, and equipment
expenditures on City infrastructure. The City’s debt service expenditures and debt subsidies in
its governmental funds were $89.0 million and $7.3 million, respectively, or a combined 16.4%
of its total expenditures and other financing uses; and the City used 22.11% of its current tax
revenues to finance debt service requirements.

In November 2003, the City sought municipal self-help as a “financially distressed”
municipality under the Municipalities Financial Recovery Act (Act 47) of the Commonwealth of
Pennsylvania. The Commonwealth of Pennsylvania legislature also established an
Intergovernmental Cooperation Authority (ICA) to provide fiscal oversight for the City for a
period of seven years. The Act 47 coordinators appointed by the Commonwealth issued their
five-year Recovery Plan, which was originally adopted by the City Council on June 29, 2004.

On June 30, 2009, City Council adopted the amended Recovery Plan, making it a City
ordinance, which further provided areas for Revenue enhancements and Expenditure reductions.
On June 24, 2014, City Council adopted the second amended Recovery Plan, making it a City
ordinance. During 2015, the City continued efforts to control costs, improve collections, and
maintain solvency. The cash balance available for general operations of the City as of
December 31, 2015 was $47.2 million; this was enough to maintain normal function throughout
the City in January 2016. Throughout 2015, the City continued its designation as a “financially
distressed municipality.” Currently, the Act 47 coordinators and the ICA will provide continued
oversight to ensure compliance with the operating budget and approved five-year plan until this
oversight is formally removed.

(C) Individual Component Unit Disclosures
Blended Component Units

Some component units, despite being legally separate from the City government, are so
intertwined with the City government, whether through sharing common governing boards with
the City or through providing services solely to the City that they are, in substance, the same as
the City government and are reported as part of the City government. The blended component
units reported in this way are the following:

City of Pittsburgh Equipment Leasing Authority
City Pension Trust
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CITY OF PITTSBURGH, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015

City of Pittsburgh Equipment Leasing Authority (ELA)

The ELA was incorporated in 1980 to serve as a financing vehicle for the acquisition of
equipment. The Board consists of the Assistant Director of the Office of Management and
Budget, the Chief Operations Officer, the President of Pittsburgh City Council, the Budget
Director for City Council and the Deputy Director of the Department of Public Safety.

Although it is legally separate from the City, the ELA is reported as if it were part of the City
government, because its sole purpose is to finance the City equipment needs. Its operations are
included within other government funds. It operates on a December 31 fiscal year.

City Pension Trust

As described in Note 7, the City has a comprehensive pension trust for financial reporting
purposes that is comprised of three defined benefit pension plans: the Municipal Pension Plan
(Municipal); the Policemen’s Relief and Pension Plan (Police); and the Firemen’s Relief and
Pension Plan (Fire), which together cover substantially all City employees. As required by
Pennsylvania Law, a comprehensive Board oversees funding and investing activities. This
Board consists of seven members, four of whom are appointed by the Mayor.

Plan benefit matters are administered by separate boards which include, for all plans, the
president of the City Council and the City Controller and additionally, in the case of the
Municipal and Fire plans, the Mayor.

The pension plans operate on a fiscal year ending December 31. Their operations are included
in the Pension Trust Fund, as a fiduciary fund.

Discretely Presented Component Units

Discretely presented component units are entities that are legally separate from the primary
government but the omission of which would cause the primary government’s financial
statements to be misleading or incomplete. As these component units do not meet the criteria
for blended presentation, they are reported separately from the primary government. The
component units presented in this manner are the following:

Pittsburgh Water and Sewer Authority
Stadium Authority of the City of Pittsburgh
Public Parking Authority of Pittsburgh
Urban Redevelopment Authority of Pittsburgh

Pittsburgh Water and Sewer Authority (PWSA)

PWSA was incorporated in February 1984 under the Municipality Authorities Act of 1945 to
assume responsibility for the operation and improvement of the City’s water distribution and
wastewater collection systems. In 1984, pursuant to a Lease and Management Agreement,
PWSA leased the entire City water supply, distribution, and wastewater collection system
(System) from the City and assumed responsibility for establishing and collecting user fees and
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charges and for maintaining and improving the System. The Lease and Management Agreement
provided for the City to operate and maintain the System for PWSA subject to the general
supervision of PWSA.

The City and PWSA agreed to terminate the Lease and Management Agreement in July 1995
and concurrently entered into a Cooperation Agreement and a Capital Lease Agreement
(collectively referred to as the Agreements). The effect of these Agreements, as more fully
described in Note 4, was to substantially transfer financial and management responsibility for
the System to PWSA.

PWSA is legally separate from the City and is reported as a component unit. The PWSA Board
consists of one City Council member, the City Treasurer, the City Finance Director, and four
members chosen by the Mayor, and the City can to impose its will on PWSA. PWSA operates
on a fiscal year ending December 31.

The Stadium Authority of the City of Pittsburgh (Stadium Authority)

The Stadium Authority was organized on July 1, 1965 to provide increased commerce and
prosperity and to promote educational, cultural, physical, civic, social, and moral welfare to the
general public.

The Stadium Authority was responsible for the management of the former Three Rivers Stadium
(Stadium) located in the City. The Stadium was home to the Pittsburgh Pirates (Pirates) and
Pittsburgh Steelers (Steelers) professional sports teams and was also utilized for various concerts
and other events until it as razed in February 2001. Subsequent to the razing of the Stadium, the
Stadium Authority is responsible for development of the land between Heinz Field and PNC
Park.

The Board of Directors (Board) of the Stadium Authority, a five-member group, is appointed by
the Mayor of the City. The Board is responsible for all the activities and operations of the
Stadium Authority. The City is the guarantor of the Authority’s debt. The Stadium Authority
operates on a fiscal year ending March 31.

Public Parking Authority of Pittsburgh (Parking Authority)

The Parking Authority was created for the purpose of conducting the necessary activity to plan,
acquire, construct, improve, maintain and operate, and own and lease land and facilities devoted
to the parking of vehicles. In addition, the Authority is responsible for the enforcement of city
and state parking codes throughout the City, including the responsibility for the operations of
parking court. The Parking Authority is administered by a five-member Board, all of whom are
appointed by the Mayor. The Parking Authority obtains its revenue from user charges and from
street parking meter revenues. As discussed further in Note 14, a new agreement was entered
into between the Parking Authority and the City that was effective beginning in 2015.
Payments made to the City under this agreement during 2015 totaled approximately $18.3
million. This agreement expires January 31, 2050. Accordingly, the City derives a financial
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benefit from the Parking Authority. Note 14 describes related transactions between the Parking
Authority and the City.

Urban Redevelopment Authority of Pittsburgh (URA)

The URA was established in 1946 under the Pennsylvania Urban Redevelopment Law. The
URA acquires and clears blighted property; initiates rebuilding with the private sector;
negotiates with the federal, state, county, and local governments for public funds and facilities;
and works to maintain and improve the City’s neighborhoods and business districts. Funding for
the URA projects and programs is obtained primarily through revenue bonds and
intergovernmental grants.

The URA is considered to be a component unit of the City as the Mayor of Pittsburgh appoints
the Board of Directors of the URA, and a financial benefit/burden relationship exists between
the City and the URA.

The reporting entity of the URA includes the accounts of all URA operations as well as two
entities that qualify as component units of the URA. The component units of the URA are the
Pittsburgh Housing Development Corporation (PHDC) and Pittsburgh Urban Initiatives (PUI).

The URA and its component units operate on a fiscal year ending December 31. Separate
financial statements for the component units can be obtained through the Finance Department of
the URA.

Administrative Offices

City of Pittsburgh

Equipment Leasing Authority
City-County Building, 5" Floor

414 Grant Street

Pittsburgh, PA 15219

City of Pittsburgh Finance Department
Combined Pension Trust Funds
City-County Building

414 Grant Street

Pittsburgh, PA 15219

Stadium Authority of the City
of Pittsburgh

171 10" Street, 2™ Floor

Pittsburgh, PA 15222

Pittsburgh Water and Sewer Authority
Penn Liberty Plaza I

1200 Penn Avenue

Pittsburgh, PA 15222

Public Parking Authority of Pittsburgh
232 Boulevard of the Allies
Pittsburgh, PA 15219

Urban Redevelopment Authority
of Pittsburgh

200 Ross Street

Pittsburgh, PA 15219
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Joint Venture

The Sports and Exhibition Authority of Pittsburgh and Allegheny County (formerly the
Public Auditorium Authority)

The Public Auditorium Authority of Pittsburgh and Allegheny County (Authority) was
incorporated on February 3, 1954 pursuant to the Public Auditorium Law Act of July 29, 1953
as a joint authority organized by the City and Allegheny Country to provide educational,
cultural, physical, civic, and social events for the benefit of the general public. Effective
November 1999, the Public Auditorium Authority legally changed its name to the Sports and
Exhibition Authority of Pittsburgh and Allegheny County (SEA). SEA is currently responsible
for the management of the David L. Lawrence Convention Center (Convention Center) and
leases the Mellon Arena (formerly the Civic Arena), the Benedum Center and the John Heinz
History Center to other entities located in the City. SEA was also responsible for the
construction of the Pittsburgh Steelers Sports, Inc. (Pittsburgh Steelers) football stadium (Heinz
Field), the Pittsburgh Associates’ (Pittsburgh Pirates) baseball park (PNC Park), the Convention
Center expansion project, New Arena Project, and various associated infrastructure
improvements referred to collectively as the Regional Destination Financing Plan. For the year
ended December 31, 2015, SEA’s operating loss was $34.2 million, and the change in net
position was an increase of $9.9 million. SEA had total net position of $386 million.

The Board of Directors (Board) of SEA, a seven-member group, is appointed by the City and
Allegheny County. Each executive appoints three members and the Mayor and County
Executive jointly appoint the seventh member. The Board is responsible for the overall
activities and operations of SEA. The Board members have decision-making authority, the
power to designate management, the responsibility to significantly influence operations, and
primary accountability for fiscal matters.

In 2004, SEA borrowed $20 million from local banks to be used for both operating and capital
needs. These borrowing were refinanced with the 2010 Bank Loans. The following revenues
are pledged for repayment of this loan: parking revenues generated at the Convention Center and
North Shore parking garages and two North Shore lots, gaming revenues, and
residual/discretionary hotel tax receipts. Additionally, as part of the transaction, the City and
Allegheny County reaffirmed their responsibilities under a 1978 Cooperation Agreement to
finance the Convention Center’s operating deficits.

SEA has suffered operating deficits and has indicated that it may require funding from the City
and Allegheny County in the future. No liability has yet been recorded for any such payments
as the City does not anticipate payment during 2015 and no future payments are currently
deemed more likely than not.

SEA operates on a fiscal year ending December 31. Complete financial statements for SEA can
be obtained from its administrative office at 171 10" Street, 2™ Floor, Pittsburgh, PA 15222.
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Related Organizations
Housing Authority of the City of Pittsburgh (Housing Authority)

The Housing Authority was established to acquire and maintain properties for the purpose of
providing low-income housing for residents of the City. Rental charges and subsidies from
Federal Housing and Urban Development grants are the principal revenue sources.

The Housing Authority is administered by a seven-member Board, all of whom are appointed by
the Mayor. City Council approves five of the seven appointments. The City does not subsidize
the operations of the Housing Authority and does not guarantee its debt service.

The Housing Authority operates on a fiscal year ended December 31.
Pittsburgh Land Bank (Land Bank)

The Land Bank is a separate legal entity created for the purpose of acting as a land bank under
the Land Bank Act (Pennsylvania Act 153-2012). The Land Bank is administered by a nine-
member Board, three appointed by the Mayor, three appointed by the City Councilperson
representing the districts with the most distressed and vacant parcels, and three community
members elected by the first six. The formal operations are still in the development phase.
There were no land transactions made during the fiscal year ended December 31, 2015. The
City shall not have ownership interest in real property owned by the Land Bank.

Jointly Governed Organization

The Allegheny County Sanitary Authority (ALCOSAN) was organized under the Municipal
Authority Act of 1945 to collect, transport, and treat wastewater for the City and seventy-seven
(77) other Allegheny County municipalities. ALCOSAN’S Board has seven members: three are
appointed by the City, three are appointed by Allegheny County, and one is appointed jointly by
Allegheny County and the City. The City has no direct ongoing financial interest or
responsibility for ALCOSAN. See Note 4 for transactions between the City and the PWSA.

East Liberty Transit Revitalization Investment District Revitalization Authority (ELTRIDRA) is
a governmental authority which was formed to manage the East Liberty Revitalization
Investment District. ELTRIDRA’s five member Board of Directors includes one representative
each from the URA, the City, Pittsburgh Public Schools, Port Authority of Allegheny County,
and Allegheny County. The URA provides administrative support to ELTRIDRA. ELTRIDRA
is considered a related entity of the representative entities. Financial information is available for
ELTRIDRA at the URA’s offices.

(D) Financial Statement Presentation

Government—-Wide Financial Statements — Financial statements prepared using the economic
resources measurement focus and full accrual basis of accounting for all the government’s
activities are required. These statements include all assets, deferred outflows of resources,
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liabilities, revenues, and expenses of the primary government and its component units, excluding
fiduciary activities.

The effect of City inter-fund activity has been eliminated from these statements. The City does
not allocate indirect expenses. The government-wide statements segregate governmental
activities, which are normally supported by taxes and intergovernmental revenues, and business-
type activities, if any, which rely on user fees and charges for support. Component units, which
are legally separate and discretely presented, are also segregated.

Statement of Net Position — presents both governmental and business-type activities, if any, on
the full accrual, economic resource basis, which incorporates long-term assets and receivables;
deferred outflows of resources; long-term debt and obligations; and deferred inflows of
resources.

Statement of Activities — presents the net cost of each individual function. Program revenues
are presented as a reduction of the total cost of providing program services. Program revenues
include charges for services, operating grants and contributions and capital grants that are
directly associated with a specific function. Taxes and other revenue sources not reported as
program revenue are included as general revenue.

Fund Financial Statements — The City’s accounts are organized on the basis of funds, each of
which is considered to be a separate accounting entity. The operation of each fund is accounted
for by providing a separate set of self-balancing accounts that comprise its assets, deferred
outflows of resources, liabilities, deferred inflows of resources, fund balances or net position,
revenues, and expenditures or expenses, as appropriate.

Government resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled. The various funds are grouped in the basic financial statements in this report into
two broad fund categories as follows:

Governmental Funds account for expendable financial resources. Governmental fund types
use the flow of current financial resources measurement focus. The major governmental funds
are:

General Fund — The General Fund is the general operating fund of the City. It finances the
regular day-to-day operations of the City. It is used to account for all financial revenues and
expenditures, except those required to be accounted for in another fund.

Debt Service Fund — The Debt Service Fund is used to account for the accumulation of
resources for, and the payment of, long-term debt principal, interest, and related costs.

Special Revenue Community Development Block Grant Fund — Community Development
Block Grant Fund is used to account for the cost of neighborhood development and
improvement projects. These programs are financed primarily by the U.S. Department of
Housing and Urban Development (HUD) under the Community Development Block Grant
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(CDBG) program. A substantive portion of the funds received under the program have been
allocated to the Urban Redevelopment Authority of Pittsburgh.

Capital Projects Fund — A Capital Projects Fund is used to account for financial resources to
be used for the acquisition or construction of major capital facilities.

Nonmajor Governmental Funds — These funds include all other non-major governmental
funds.

Fiduciary Funds account for assets held by the City in a trustee capacity or as an agent for
individuals, other governmental units, or other funds. The fiduciary funds are:

Pension Trust Fund — The Comprehensive Fund accounts for the operations of the City’s
pension plans as described in Note 7. This is accounted for in the same manner as a proprietary
fund type. Measurement focus is upon determination of the change in net position and financial
position.

OPEB Trust Fund is used to report resources held in trust for post-employment benefits other
than pension benefit. This fund was newly created in 2012 with the establishment of the trust.

Agency Funds — Accounts for assets held for, and due to, employee benefits, payroll
withholding, deposits, and other. These funds are custodial in nature and do not involve
measurement of results of operations.

The basic financial statements also include the statement of net position and statement of
activities of the following component units:

Pittsburgh Water and Sewer Authority
Stadium Authority of the City of Pittsburgh
Public Parking Authority of Pittsburgh
Urban Redevelopment Authority of Pittsburgh

Budgetary Comparison Statements — The statements are presented to demonstrate whether
resources were obtained and used in accordance with the government’s legally adopted budget
for the General Fund and the Community Development Fund. The City revises the original
budget over the course of the year for various reasons. Under the current reporting model,
budgetary information continues to be provided and includes a comparison of the government’s
original adopted budget to the current comparison of final budget and actual results. The City’s
budget is prepared on a non-GAAP basis as described in Note 2.

(E) Basis of Accounting

Basis of accounting refers to the point at which revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting relates
to the timing of the measurements made, regardless of the measurement focus applied.
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Governmental activities in the government-wide statement are presented using the economic
resources measurement focus and the accrual basis of accounting, as are the fiduciary fund
financial statements. Revenues are recognized when earned, and expenses are recognized when
a liability has been incurred, regardless of the timing of related cash flows.

Governmental funds are accounted for using the current resource measurement focus and the
modified accrual basis of accounting. Revenues are recognized when they become measurable
and available. General Fund tax revenues are considered measurable when they have been
levied. To be considered available and thus susceptible to accrual, the real estate taxes must be
collected within the City’s period of availability of sixty (60) days. The portion of uncollected
real estate taxes that are deemed to be collectible at the end of this period are reported as
deferred inflows of resources. Interest income and intergovernmental receivables (state and
federal grants to the extent of allowable expenditures) are considered susceptible to accrual. The
City considers all non-real estate taxes and other revenues reported in the governmental fund to
be available if the revenues are collected within sixty (60) days. Expenditures are generally
recognized under the modified accrual basis of accounting when the related fund liability is
incurred. However, debt service expenditures and other long-term liabilities, such as workers’
compensation, accrued claims and judgments, and both short- and long-term compensated
absences are recorded only when payment is due and payable.

The City generally uses restricted assets first for expenses incurred for which both restricted and
unrestricted assets are available. The City may defer the use of restricted assets based on a
review of the specific situation.

Non-exchange transactions, in which the City receives value without directly giving value in
return, include real estate and other taxes, grants, entitlements, and donations. On an accrual
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants, entitlements, and donations are recognized in the fiscal year in which all
eligibility requirements have been satisfied.  Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the year
when use is first permitted; matching requirements, in which the City must provide local
resources to be used for specified purpose; and expenditure requirements, in which the resources
are provided to the City on a reimbursement basis. On a modified accrual basis, revenue from
non-exchange transactions must be available before it can be recognized.

(F) Cash and Cash Equivalents

Cash and cash equivalents include all highly liquid investments, including trust and restricted
assets, with an original maturity of three months or less. Note 3, Deposits and Investments,
provides a detailed disclosure regarding cash, cash equivalents, and investments held by the
City.

(G) Investments

Investments in all funds are carried at fair value. Investments consist of a variety of investments
including direct obligations of the U.S. government, money market funds, corporate and other
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obligations, guaranteed investments, money market trust funds, and repurchase agreements.
Note 3, Deposits and Investments, provides a detailed disclosure regarding cash, cash
equivalents, and investments.

(H) Due To/From Other Governments

@

)

Outstanding balances between the City and other governments are reported as due to/from other
governments.

Taxpayer Assessed Taxes Receivable

Local wage taxes and other miscellaneous City taxes are recorded in the City’s accounts as
taxpayer assessed receivables and revenue at the time of the underlying transactions. In the
governmental fund statements, taxes for which there is an enforceable legal claim as of
December 31, 2015 which were levied to finance fiscal year 2015 operations have been recorded
as deferred inflows of resources until such time as the taxes become due on a modified accrual
basis. Local wage taxes are collected by a third party in accordance with PA Act 32. During
2015, the City changed the billing methodology for the payroll preparation tax by Ordinance,
resulting in additional revenue attributable to 2015.

Other Receivables

Other City accounts receivable are recorded in the City’s accounts as other receivables when
earned, less an allowance for uncollectible accounts.

(K) Capital Assets

Capital assets acquired or constructed by the City are reported in the government-wide financial
statements. Capital assets are recorded at historical cost or estimated historical cost. Capital
assets with an initial individual cost of more than $5,000 and estimated useful life in excess of
one year. Gifts or contributions are recorded at fair market value when received. Depreciation
is recorded on a straight-line basis over the estimated useful life of each capital asset. No
depreciation expense is recorded for land and construction-in-progress. The value of the City’s
art collection is indeterminable and would not be material to capital assets as a whole. The
estimated useful lives for capital assets are as follows:

Furniture and fixtures 3-5 years
Building and structures 25-50 years
Equipment 2-10 years
Infrastructure 20-50 years
Vehicles 2-10 years

(L) Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position and/or the balance sheet will sometimes report
a separate section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position and/or fund balance
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that applies to a future period and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City and component units have three items that qualify
for reporting in this category:

e The accumulated decrease in fair value of hedging derivatives.

e A deferred charge on refunding results from the difference in the carrying
value of refunded debt and its reacquisition price. This amount is deferred
and amortized over the shorter of the life of the refunded or refunding debt.

e In conjunction with pension accounting requirements, the difference
between expected and actual investment earnings is recorded as a deferred
outflow of resources related to pensions. This amount is determined based
on the actuarial valuation performed for the plan. In addition, the
difference between expected and actual experience related to the Firemen’s
pension fund and Municipal pension fund is recorded as a deferred outflow
of resources related to pensions. This amount is determined based on the
actuarial valuation performed for the plan as described further in Note 7.

In addition to liabilities, the statement of net position and/or balance sheet will sometimes report
a separate section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of fund balance that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that time. The
City has one type of item, which arises only under a modified accrual basis of accounting that
qualifies for reporting in this category. Accordingly, the item, unavailable revenue, is reported
only in the governmental funds balance sheet. The governmental funds report unavailable
revenues from property taxes, payroll preparation taxes and other taxes. These amounts are
deferred and recognized as an inflow of resources in the period that the amounts become
available. Under the full accrual basis, the City and component units have two items that
qualify for reporting in this category:

e A deferred gain on refunding results from the difference in the carrying
value of refunded debt and its reacquisition price. This amount is
deferred and amortized over the shorter of the life of the refunded or
refunding debt.

e In conjunction with pension accounting requirements, the difference
between expected and actual experience related to the Policemen’s fund
is recorded as a deferred inflow of resources related to pensions. This
amount is determined based on the actuarial valuation performed for the
plan as described further in Note 7.
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(M)Workers’ Compensation

The City is self-insured for purposes of workers’ compensation benefits. Both short-and-long-
term amounts payable are reported within the government-wide financial statements only.

In order to qualify for and maintain self-insurance status, the City must comply with certain
Commonwealth requirements. The requirements for 2015 are as follows:

e Maintain an irrevocable trust fund. The City’s contribution to the fund is determined
annually in negotiations with the Commonwealth Department of Labor.

o Satisfy the financial responsibility requirements of the Commonwealth of Pennsylvania.

e Establish liability reserves based upon expected future payments for all claims outstanding
one year or more at the end of any fiscal year.

Presently, the irrevocable trust may be used by the State of Pennsylvania only in the event of
default by the City under the self-insurance regulations. No risk financing activity is currently
being recorded in this trust fund.

PWSA is also self-insured for general liability coverage and has established a Self-Insured
Escrow Fund (general liability) to cover potential liability claims.

(N) Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused compensated
absences. For government-wide reporting, a liability is recorded for compensated absences
when services are rendered, and employees have earned the right to receive compensation for
such services.

Liabilities for compensated absences are not liquidated until leave is actually taken by
employees or leave balances are paid upon termination. Accordingly, in the fund financial
statements for governmental funds, no expenditure is reported for compensated absences until
they are due and payable. Current and non-current portions of compensated absences totaling
$29.846,126 are recorded in the government-wide financial statements, and represent a
reconciling item between the government-wide and fund presentations.

(O) Pensions

In the government-wide financial statements, the City recognizes pension expenses in
accordance with GASB Statements No. 68 and 71 (See Note 7). Pension expenditures are
recognized under the modified accrual basis within governmental funds to the extent of the City
contributions. Contributions made to the Plan represent 100% of the PA Act 205 minimum
municipal obligation plus, starting in 2010, additional contributions to increase the funding level
of the Plan. See Note 7 for further pension disclosures.
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(P) Long-Term Obligations

Long-term debt and other long-term obligations are reported as liabilities in governmental
activities in the statement of net position in the government-wide financial statements. Bond
premiums and discounts are amortized over the life of the bonds using the straight line method
that approximates the effective interest method or the effective interest method itself. Bond
premiums and discounts are recorded as current period costs in the governmental funds.

(Q) Interfund Transactions

On fund financial statements, receivables and payables resulting from outstanding balances are
classified as “Interfund receivables/payables.”  These amounts are eliminated in the
governmental column of the statement of net position. Flow of cash or goods from one fund to
another without a requirement for repayment is reported as interfund transfers. Interfund
transfers are reported as other financing sources/uses in governmental funds.

(R) Encumbrances

The City uses encumbrance accounting for budgetary reporting, wherein purchase orders,
contracts, and other commitments for the expenditure of funds are recorded to reserve that
portion of the applicable appropriation. Funding for all encumbrance lapses at year-end and re-
appropriation is required by the City Council with the exception of capital fund project
encumbrances.

(S) Net Position

Net position represents the difference between assets, deferred outflows of resources and
liabilities. Net position invested in capital assets net of related debt consist of capital assets, net
of accumulated depreciation, and related debt used in the acquisition or construction of capital
assets. Net position is reported as restricted when there are limitations imposed on its use
through the enabling legislation adopted by the City or through external restrictions imposed by
creditors, grantors, laws, or regulations of other governments. The City applies restricted
resources first when an expense is incurred for purposes for which both restricted and
unrestricted net position is available. Unrestricted net position is available for use in the current
period.

(T) Use of Estimates

Management of the City has made a number of estimates and assumptions relating to the
reporting of assets, liabilities, revenues, expenses, and the disclosure of contingent assets and
liabilities to prepare their financial statements in conformity with accounting principles
generally accepted in the United States of America. Actual results could differ from those
estimates.
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(U) Fund Balance

In the fund financial statements, governmental funds report fund balance in categories based on
the level of restriction placed upon the funds. These levels are as follows:

= Nonspendable — This category represents funds that are not in spendable form.

= Restricted — This category represents funds that are limited in use due to constraints on
purpose and circumstances of spending that are legally enforceable by outside parties. This
category includes funds that are legally restricted for endowments, employee benefits, state
and federal specific grants purposes, and for capital projects.

= Committed — This category represents funds that are limited in use due to constraints on
purpose and circumstances of spending imposed by City Council. Such commitment is
made via a Council resolution and must be made prior to the end of the fiscal year. Removal
of this commitment requires an equal action by Council. Committed funds include funds for
specified program services as defined by the creation of the fund and interfund advance.

= Assigned — This category represents intentions of the City to use the funds for specific
purposes. This category includes encumbrances and funds remaining for debt service. The
City's Charter requires City Council to approve a Resolution to set up encumbrances. The
encumbrances are then submitted to individual department Directors for execution.

= Unassigned — This category represents all other funds not otherwise defined.

It is the City’s policy to consider restricted fund balance to have been depleted before using any
of the components of unrestricted fund balance. Further, when the components of unrestricted
fund balance can be used for the same purpose, committed fund balance is depleted first,
followed by assigned fund balance. Unassigned fund balance is applied last.

(V) Pending Pronouncements

GASB has issued Statement No. 72, “Fair Value Measurement and Application,” eftective for
fiscal years beginning after June 15, 2015. This statement addresses accounting and financial
reporting issues related to fair value measurements. The effect of implementation of this
Statement has not yet been determined.

GASB Statement No. 73, “Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB 68, and Amendments to Certain Provisions of
GASB Statements 67 and 68, effective for fiscal years beginning after June 15, 2015 —
except those provisions that address employers and governmental nonemployer contributing
entities for pensions that are not within the scope of Statement 68, which are effective for
financial statements for fiscal years beginning after June 15, 2016. This statement
establishes requirements for those pensions and pension plans that are not administered
through a trust meeting specified criteria (those not covered by Statements No. 67 and 68).
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GASB Statement No. 74, “Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans,” effective for fiscal years beginning after June 15, 2016. This
statement addresses reporting by OPEB plans that administer benefits on behalf of
governments. This statement replaces Statement No. 43.

GASB Statement No. 75, “Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions,” effective for fiscal years beginning after June 15, 2017.
This statement addresses reporting by governments that provide OPEB to their employees
and for governments that finance OPEB for employees of other governments. This
statement replaces the requirements of Statement No. 45.

GASB Statement No. 76, “Hierarchy of Generally Accepted Accounting Principles for State
and Local Governments,” effective for fiscal years beginning after June 15, 2015. This
statement identifies the hierarchy of generally accepted accounting principles (GAAP),
reduces this hierarchy to two categories of authoritative GAAP, and addresses the use of
authoritative and nonauthoritative literature in the event that the accounting treatment for a
transaction or other event is not specified within a source of authoritative GAAP. This
statement supersedes Statement No. 55.

GASB Statement No. 77, “Tax Abatement Disclosures,” effective for fiscal years beginning
after December 15, 2015. This statement requires state and local governments for the first
time to disclose information about tax abatement agreements, and is designed to provide
financial statement users with essential information about these agreements and the impact
that they have on a government’s finances.

GASB Statement No. 79, “Certain External Investment Pools and Pool Participants,”
effective for fiscal years beginning after June 15, 2015 (certain provisions are effective for
fiscal years beginning after December 15, 2015). This statement establishes criteria for an
external investment pool to qualify for making the election to measure all of its investments
at amortized costs for financial reporting purposes.

GASB Statement No. 80, “Blending Requirements for Certain Component Units,” effective
for fiscal years beginning after June 15, 2016. This statement clarifies the financial
statement presentation requirements for certain component units, amending Statement No.
14.

GASB Statement No. 81, “Irrevocable Split-Interest Agreements,” effective for fiscal years
beginning after December 15, 2016. This statement improves accounting and financial
reporting for irrevocable split-interest agreements by providing recognition and
measurement guidance for situations in which a government is a beneficiary of the
agreement.

GASB Statement No. 82, “Pension Issues,” an amendment of GASB Statements No. 67,
No. 68, and No. 73, effective for fiscal years beginning after June 15, 2016. This statement
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improves consistency in the application of pension accounting and financial reporting
requirements by addressing certain items in GASB Statements No. 67, No. 68 and No. 73.

(W)Adoption of Pronouncement

GASB Statement No. 68, “Accounting and Financial Reporting for Pensions,” and
Statement No. 71, “Pension Transition for Contributions Made Subsequent to the
Measurement Date.” These statements revise and establish reporting requirements for most
governments that provide employees with pensions. As a result of adopting GASB
Statement No. 68 and GASB Statement No. 71, net position as of January 1, 2015 of the City
and the Parking Authority has been restated by ($902,383,131) and $1,783,857, respectively.

The Parking Authority adopted GASB Statement No. 78, “Pensions Provided through
Certain Multiple-Employer Defined Benefit Pension Plans.” This statement amends the
scope of Statement No. 68 to exclude certain pensions provided to employees of state and
local governmental employers through a cost-sharing multiple-employer defined benefit
plan.

Component Unit Disclosures:
Property Held for Redevelopment

Property held for redevelopment relates mainly to land and buildings held by the URA that is
available for redevelopment. Depending on the nature of the redevelopment activity, the
transfer of this property may consist of many forms: grant, subsidized or below-market sale, or
an independent, market-based sale. This property is held at cost or estimated net realizable
value, if less than cost. Estimated net realizable value is calculated once plans or disposition
agreements are in place to dispose of property at less than cost. When assets are sold, the
proceeds are either returned to the program to further its purposes or returned to the grantor
agency that funded the original purchase.

Loans Receivable

URA loans receivable are recognized when the loan is established for loans with terms of thirty
years or less. Loans with amortization terms greater than thirty years or which are repayable on
a contingent basis, such as the sale of the property or completion of development, are treated as
grants for accounting purposes and are recorded as expenditures when disbursed or are fully
reserved.

It is the URA’s policy to provide for future losses on loans based on an evaluation of the current
loan portfolio, current economic conditions, and such other factors which, in the URA’s
judgment, may impact collectability. At December 31, 2015, the total allowance for
uncollectible loans, including those only repayable on a contingent basis and fully reserved at
the time of issuance, was $149 million.
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URA’s amortizing loans are recorded at their principal balance due less an allowance for
uncollectible accounts.

Other Long-term Liabilities

An Agreement of Sale in Lieu of Condemnation (Agreement) was executed on April 14, 2004
between the Public Parking Authority and Greyhound Lines, Inc. (Greyhound). As stipulated in
the Agreement, the Public Parking Authority purchased from Greyhound the property located at
the corner of Liberty Avenue and 11" street for the purchase price of $6,242,000 for the
construction of the bus terminal. Greyhound leases the bus terminal from the Public Parking
Authority for an annual base rent of $1 for an initial term of 30 years. There are three
consecutive 10-year extension terms, each with an annual base rent of $100,000. The
$6,242,000 is being recognized as revenue over the term of the lease, which commenced on
October 1, 2008. The balance of unearned rent/revenue at December 31, 2015 is $4,733,517.

2. BUDGETS AND BUDGETARY ACCOUNTING

1. General Budget Policies — As required by the Home Rule Charter, the City follows these
procedures in establishing the budgetary data reflected in the financial statement:

a. On the second Monday of November preceding the fiscal year, the Mayor presents to City
Council a General Fund and Community Development Fund operating budget and a capital
budget for the succeeding fiscal year.

b. Public hearings are conducted to obtain the advice of other officials and citizens as part of
the preparation of these budgets.

c. Before the beginning of the fiscal year, City Council adopts, by resolution, these budgets.

d. The adoption of the operating and capital budgets constitutes an appropriation or setting
apart of funds from general resources of the City for purposes set forth in the budgets.

e. City Council may amend, by resolution, the operating budget within five weeks after the
beginning of the fiscal year, but not thereafter except with the approval of the Mayor. The
capital budget may, by resolution, be amended by City Council at any time.

f. City Council at all times may, by resolution, transfer funds from one account to another if
the total operating budget amount is not exceeded. No revision to the budget may be made
without City Council approval. The operating budget shall in any event, remain balanced at
all times.

g. The capital budget is generally based on a proposed six year capital program, which must be
updated each year and submitted to City Council by the Mayor at least 30 days prior to the
day the operating budget is submitted. The capital budget also includes appropriations for
the Community Development Fund. Budget and actual data for the Community
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Development Fund is reflected in the Community Development Fund. The remainder of the
capital budget is reflected in the Capital Projects Fund.

h. Formal budgetary integration is employed as management control device for the General, the
Community Development, and the Capital Projects Funds. Formal budgetary integration is
not employed for the debt service fund since effective budgetary control is alternatively
achieved through general obligation bond indenture provisions, nor for the other
governmental funds since control is prepared on a project basis. The General, Community
Development, and Capital Projects Funds have legally adopted annual budgets.

i.  All budgets are prepared and controlled at the department level by subclass. The Budget
Office reviewed all budget deficits and monitored budget to actual by subclass during the
year. Further refinement of the budget control matters are expected to be addressed in a
future year. Due to the voluminous number of projects, separately issued line item capital
budget reports are available from the City Controller’s Office.

j. Operating appropriations lapse at year-end. City Council can, however, authorize, by
resolution, the carryover of appropriations to the following year. The Community
Development and Capital Projects Funds appropriations carry over to subsequent years
without formal re-appropriation.

k. Operation budget figures are amended by City Council with Mayoral approval. These
budget amendments represent line item transfers between expenditures accounts and
carryover of appropriations from the previous year. The approved original General Fund
budget includes revenues of $516.6 million and expenditures of approximately $507.8
million in 2015. The budgetary expenditures, as amended, include carryover appropriation
and other changes approved by City Council during 2015 of $2.9 million; budgeted revenues
were not amended during 2015 and remained as adopted.

2. Budgetary Basis of Accounting

The General Fund budget is adopted on a cash basis. Budgeted encumbrances for purchase
commitments are treated as restrictions of available cash and as expenditures. Budgets in
Capital Projects Funds are also adopted on a cash basis, except that budgets for each project are
adopted on a project basis, which may encompass a period longer than one year. Accordingly,
budget 