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June 13, 2007
To The Honorable Luke Ravenstahl, Mayor

And Members of City Council:


We reviewed the rates of parking garages and other facilities in Downtown Pittsburgh, Station Square, North Side, and Oakland per the request of City Council in December of 2006 and April of 2007 in order to determine whether or not rates were reduced from 2006 to 2007.  As these entities are privately owned for the most part, formal audit procedures were not possible. 

However, fieldwork and analytical techniques were applied to this report as described in the notes to arrive at what we feel are valid findings as shown in the findings section.



Very truly yours,



Anthony J. Pokora


                                                                           Acting City Controller
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Notes to the Report
1.) Review Scope 

This review examines the parking rates for 60 major public & private parking facilities in Downtown Pittsburgh, Station Square, North Side,  and Oakland. First we noted the posted rates as of December 1 thru 5, 2006.  The same garages were then checked on April 9 thru 11, 2007, so a comparison of rates from year-end to early spring 2007 could be made.

Although the tax rate was reduced on January 1, 2007, it was felt by the auditors that a time gap of several months between initial examination and recheck was appropriate to allow any changes to go into effect.  It would permit facilities owners to close their financials for the previous year and implement changes.
2.) Review Purpose 


In 2004, the City of Pittsburgh Parking Tax was raised to 50%, the highest rate of any major city, in order to help address a serious budget crisis.  In fact, in November of 2003, the City was declared “financially distressed” under Pa. State Act 47.  In cooperation with the Act 47 coordinators and the Intergovernmental Cooperation Authority, a parallel supervisory entity, a Five-Year Forecast and Recovery Plan was generated.

As part of this plan, changes to City of Pittsburgh taxes and tax rates were implemented.  One of these changes required that the City of Pittsburgh Parking Tax be reduced to 45% in budget year 2007 and further reduced to 37.5% in 2008 and 35% in 2009.  
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Notes to the Report
2.) Review Purpose (Cont.)

It was felt by City Council and other such interested parties that a reduction in this extraordinarily high tax rate would benefit those who park Downtown for work or shopping and those who park in Oakland to attend Pittsburgh’s Universities and Hospitals.  The assumption was that the tax reduction would be passed on in a rate reduction.  


The rate reduction was no small issue to the City.  In fact, the Parking Tax had become the City’s second largest revenue generator, producing $50,323,000.00 in 2005 and $52,067,000.00 in 2006.  It is estimated that a rate reduction from 50% to 45% would therefore cost the City somewhat over $5,000,000.00 in tax revenue.

City Council in late November of 2006 requested that the City Controller’s office examine the rates charged in 2006 by the main City lots & garages so that they could be revisited in 2007 to see if rates had been lowered.  If they had not, the question of whether additional rate reductions only benefiting the parking facility owners and not the taxpayers as intended needs to be reconsidered.
3.) Methodology 


The methodology used in examining the rates of the parking entities involved was fairly straightforward.  A team of two auditors took a list of major parking facilities that had been used in the previous Fiscal & Performance Audit of the Pittsburgh Parking Authority (2005) and visited the facilities listed on December 1, 3, & 4, 2006.  There they recorded the posted parking rates and then entered the accumulated data onto spreadsheets.  
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Notes to the Report
3.) Methodology (Cont.)

After allowing sufficient time in 2007 for any rate reductions to be implemented, the auditors returned to the facilities and again recorded the posted parking rates.  The auditors then took the additional step of sorting the facilities by owner and, finally, comparing the 2007 rate schedules to the rates recorded in 2006.  


The auditors then entered the data onto the aforementioned spreadsheets and sorted the sites by location and/or owner.  The changes, if any were noted, were entered and recorded.  The spreadsheets were then formatted for display and included as Parking Facility Rates 2006-2007 starting on page 7 of this report.

The auditors examined a wide range of facilities in their research.  They visited 11 Pittsburgh Parking Authority properties, 22 operated by Alco Parking, 5 Mellon Arena lots, 4 Station Square facilities, and 5 associated with either Pitt or UPMC.  In regard to the Alco facilities, it was outside the scope of this report to determine whether Alco owns or operates the particular facility involved under contract.  The focus was solely on rate changes over time, if any.  
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Findings of the Report
1.) The Auditors Found No Rate Reductions in Any of The Examined Facilities.

The audit staff, in examining the rates from 2006 to 2007, expected to find at least a few rate changes.  That was not the case. The rates for all facilities examined were unchanged despite the reduction in Parking Tax.
Conclusion:


The parking facility operators retained the rate reduction as additional revenue instead of passing on the savings to the public.  None of the over $5,000,000.00 in lost tax revenue is being returned to the taxpayers.
2.) Any Further Rate Reductions Should Be Deferred Until A Mechanism Insuring a Corresponding Parking Fee Reduction is Implemented.

It appears that minus any requirement to reduce rates after Parking Tax cuts, facility operators will probably keep part or all of future cuts as funds for their own operations.  This will mean that the City of Pittsburgh will have sustained a serious revenue loss for the benefit of private businesses, not the parking public.  

Looking to the future, the 7.5% rate cut for 2008 projects to reduce tax collections by an additional $7,500,000.00 + and the 2009 2.5% cut projects to an additional over $2,500,000.00 in reduced revenues.  This would provide meaningful relief to facility users if passed on through reduced fees. 
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Findings of the Report
2.) Any Further Rate Reductions Should Be Deferred Until A Mechanism Insuring a Corresponding Parking Fee Reduction is Implemented.(Cont.) 

Conclusion:


The combined three year cut in the Parking Tax, from 50% to 35%, forecasts to reduce revenue by over $15,600,000.00/year.  This is a substantial revenue hit to a City only beginning to exit serious financial hardship.  This might be tolerable if such reductions were benefiting the public at large.  

Reducing the rates simply to benefit facility operators was not the intended purpose of these cuts.  If a mechanism is not generated to insure that these savings are passed through to the public, serious consideration should be given to eliminating or deferring these scheduled rate cuts.
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