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Independent Auditors’ Report

Chairman and Members of the Board
Redevelopment Authority of Allegheny County
(A Component Unit of Allegheny County, Pennsylvania)

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the Redevelopment
Authority of Allegheny County (the “Authority”), as of and for the year ended December 31, 2014, and
the related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements as listed in the table of contents.

The Authority’'s 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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 from 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 presentation of the
financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of the Authority, as of December 31, 2014, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 3 through 13 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.

b Ty Viechows Kuuan, L7

Pittsburgh, Pennsylvania
April 9, 2015




Redevelopment Authority of Allegheny County

Management's Discussion and Analysis (Unaudited)
December 31, 2014

The Redevelopment Authority of Allegheny County, hereafter referred to as the “Authority”, is
pleased to present its financial statements developed in compliance with Statement of
Governmental Accounting Standard No. 34, entitled Basic Financial Statements -Management’s
Discussion and Analysis - For State and Local Governments (hereafter “GASB 34”), and related
standards. GASB 34 enhances information provided to the users of its financial statements. This
section of the financial reporting package presents our discussion and analysis of the Authority’s
financial performance during the year that ended on December 31, 2014. Please read this
management discussion and analysis in conjunction with the Authority’s financial statements
that follow this section.

Overview of the Financial Statements
This report consists of the following two parts:
e Management's discussion and analysis (this section)

¢ Basic financial statements (including notes)

Management’s discussion and analysis is a guide to reading the financial statements and
provides related information to help the reader to better understand the Authority. The basic
financial statements include notes that provide additional information essential to a full
understanding of the financial data provided in the government-wide and fund financial
statements.

The basic financial statements present two different views of the Authority.

e Govermment-wide financial statements - the first two statements, provide information
about the Authority’s overall financial status.

e Fund financial statements - the remaining statements, focus on individual parts of the
Authority's government. They provide more detail on operations than the
government-wide statements. There are three types of fund financial statements,
though only two are relevant for the Authority:

o Governmental funds statements show how general government services are
financed in the short term, as well as what remains for future spending.

o Proprietary fund statements offer short-term and long-term financial
information about the activities the Authority operates like a business.




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)

December 31, 2014

The following table summarizes the major features of the Authority’s financial statements,
including the area of the Authority’s activities they cover and the types of information they

contain.

Scope

Required financial statements

Accounting basis and
measurement focus

Type of asset and liability
information

Type of inflow and outflow
information

Government-wide

Fund Financial Statements

Statements Governmental Proprietary
Entire entity The day-to-day The activities of the
operating Authority, such
activities of the as the Economic
Authority Development
Fund
Statement of net Balance sheet Statement of net
position position
Statement of Statement of Statement of
activities revenues, revenues,
expenditures, expenses and
and changes in changes in fund
fund balances net position
Statement of cash
flows
Accrual Modified accrual Accrual accounting

All assets and
liabilities, short-
term and long-
term

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

Current assets and
liabilities that
come due during
the year or soon
thereafter, no
capital assets or
long-term
liabilities
included

Revenue for which
cash is received
during the year
or soon
thereafter;
expenditures
when goods or
services have
been received
and the related
liability is due
and payable

and economic
resources focus

All assets and
liabilities, short-
term and long-
term

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



Redevelopment Authority of Allegheny County

Management's Discussion and Analysis (Unaudited)
December 31, 2014

The remainder of the overview explains the structure and contents of the government-wide and
fund financial statements.

Government-Wide Financial Statements

Government-wide financial statements report information about the Authority as a whole
using accounting methods similar to those used by private-sector companies.

o The statement of net position represents the difference between a governmental
entity’s total assets, deferred outflows of resources and its total liabilities and
deferred inflows of resources. The statement of net position must identify the
components of net position, namely (1) net investment in capital assets, (2) restricted
net position, and (3) unrestricted net position. This statement serves a purpose
similar to that of the balance sheet of a private-sector business.

e The statement of activities focuses on how the Authority's net position changed
during the year. Because it separates program revenues (revenue generated specific
programs through charges for services, grants and contributions) from general
revenues (revenue provided by taxes and other sources not tied to a particular
program), it shows to what extent each program has to rely on general revenues for
funding.

All changes to net position are reported using the economic resources measurement focus
and the accrual basis of accounting, which requires that revenues be reported when they
are earned and expenses are recorded when a liability is incurred, regardless of the timing
of the related cash flow.

Net position is one way to measure the Authority's financial position. Over time, increases or
decreases in the Authority’s net position are one indicator of whether the Authority’s
financial position is improving or deteriorating. However, other non-financial factors such as
changes in the Authority’s general economic conditions must be considered to assess the
overall position of the Authority.

The Authority does not have any discretely presented component units that it reports in the
financial statements.

There are two categories of activities for the primary government:

« Govemmental activities include the Authority’s basic services such as community
development.

e Business-type activities, such as the 200 Industry Drive Fund, charge a fee to
customers to help cover the costs of services.




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

Net position of the governmental activities differ from the governmental fund balances
because governmental fund level statements only report transactions using or providing
current financial resources. Also, capital assets in the fund level statements are reported as
expenditures when financial resources (money) are expended to purchase or build assets.
The principal and interest receipts are considered revenue when they are received. The
principal and interest payments are considered expenditures when paid. Depreciation is not
calculated as it does not provide or reduce current financial resources. Finally, capital assets
and long-term debt do not affect fund balances.

Government-wide statements are reported on the accrual basis of accounting that involves
the following steps to format the statement of net position:

» Capitalize current outlays for capital assets
+ Report long-term debt as a liability

o Depreciate capital assets and allocate the depreciation to the proper
program/activities

+ Allocate net position balances as follows:
o Net position invested in capital assets, net of related debt

o Restricted net position are those balances with constraints placed on the use
by external sources (creditors, grantors, contributors, or laws or regulations of
governments) or imposed by law through constitutional provisions or enabling
legislation

o Unrestricted net position is the net amount of the assets that do not meet any
of the above restrictions

Fund Financial Statements

Fund financial statements provide more detailed information on the Authority’s most
significant funds, not the Authority as a whole. Funds are accounting devices, i.e. a group of
related accounts; the Authority uses to keep track of specific sources of funding and
spending for particular purposes. Some funds are required by state law. Other funds are
established to control and manage resources designated for specific purposes.

The Authority has two kinds of funds:

e Govermnmental funds include most of the Authority’s basic services and focus on:
(1) the flow in and out of cash and other financial assets that can readily be
converted into cash, and (2) the balances remaining at year-end that are available
for spending. These funds are reported using the modified accrual basis of
accounting.



Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

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.

e Proprietary funds report business-type programs and activities that charge fees
designed to recover the cost of providing services. The proprietary funds report using
the accrual basis of accounting.

Government-Wide Financial Statements

Net Position

The Authority’s total assets were $81,904,294 at December 31, 2014. Of this amount,
$4,262,059 was capital assets.

GASB 34 required that all capital assets, including infrastructure, be valued and reported
within the governmental activities column of the government-wide financial statements,

but allowed infrastructure to be added over several years.

2014 2013
2014 2013 Business- Business-
Governmental Governmental Type Type
Activities Activities Activities Activities 2014 Total 2013 Total
Capital assets $ - $ - $ 4,262,059 $ 4,633,583 $ 4,262,059 $ 4,633,583
Other assets 45,653,069 53,610,638 32,570,611 30,870,235 78,223,680 84,480,873
Total assets $ 45,653,069 $ 53,610,638 $ 36,832,670 $ 35,503,818 $ 82,485,739 $ 89,114,456
Current liabilities $ 10,152,109 $ 14,341,558 $ (1,053.857) $ (1.697473) $ 9,098252 $ 12,644,085
Long-term liabilities - - 16,123,412 20,574 655 16,123,412 20,574,655
Total liabilities 10,152,109 14,341,558 15,069,555 18,877,182 25,221,664 33,218,740
Deferred inflows of
resources - - - - - -
Combined liabilities and
deferred inflows of
resources $ 10,152,109 $ 14,341,558 $ 15,069,555 $ 18,877,182 $ 25,221,664 $ 33,218,740
Net position, net
investment in capital
assets $ - $ - $ 1,082.403 $ 1,251,108 $ 1082403 $ 1251108
Restricted net position 21,410,125 20,981,815 24,757,710 19,331,864 46,167,835 40,313,779
Unrestricted net position
{deficit) 14,090,835 18,287,165 (4,076,998 (3,956,336) 10,013,837 14,330,829
Total net
position $ 35,500,960 $ 39,269,080 $ 21,763,115 $ 16,626,636 $ 57,264,075 $ 55,895,716




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

Change in Net Position

The following statement of activities represents the change in net position for the years
ended December 31, 2014 and 2013. It shows revenues by source and expenses by
function for governmental activities, business-type activities and the government as a whole.

2014 2013
2014 2013 Business- Business-
Governmental Governmental Type Type
Activities Activities Activities Activities 2014 Total 2013 Total
Program Revenues:
Charges for
services $ 526,257 § 3930926 $ 2965260 $ 1,334217 § 3491517 § 1,728,143
Grants and
contributions 38,743,475 27,629,923 - - 38,743,475 27,629,923
General Revenues:
RAD tax revenues - - 4,776,836 4,789,870 4,776,836 4,789,870
Investment
earnings 69,165 54,696 - 1 69,165 54,697
Gain on the sale of
assets - 1,012,885 - - - 1,012,885
Miscellaneous
revenue 376,831 154,410 - - 376,831 154,410
Total revenues § 39715728  § 29,245.840 $ 7742006 § 6124088 § 47457824 § 35369928
Expenses:
General
government,
administrative $ 801,651 $ 662,908 § - % - $ 801,651 $ 662,909
Community
development 42,682,197 29,058,806 - - 42,682,197 29,058,806
Lending program - - 266,192 415,935 266,192 415,935
Rental activity - - 933,146 940,069 933,146 940,069
Interest on long-
term debt - - 1,406,279 1,850,157 1,406,279 1,850,157
Total expenses §$ 43483848 § 20721715 § 2605617 $ 3,206,161 $ 46,080,465 § 32927876
Changes in net position  § (3,768,120) $ (475875) § 5136479 § 2917927 $ 1368,359 $ 2,442,052
Net position, January 1 $ 30260080 $ 39744955 § 16626636 § 13708709 § 55895716 $ 53,453,664
Net position,
December 31 $ 35500960 $ 39,269,080 § 21,763,115 § 16626636 § 57,264,075 $ 55,895,716




Redevelopment Authority of Allegheny County

Management's Discussion and Analysis (Unaudited)
December 31, 2014

Net Program Expenses

Net program expenses indicate the amount of support required from taxes and other general
revenues for a program of the government.

2014 Total Cost 2013 Total Cost 2014 Net Cost 2013 Net Cost

of Services of Services of Services of Services
Program:
General government 3 801,651 % 662,909 $ (801651) $ (662,909)
Community development 42 682,197 29,058,806 (3,412,465) (1,034,957)
Lending program 1,399,812 1,977,313 649,010 (1,583,437)
Rental activity 1,205,805 1,228,848 {289,367) (288,507)
Total $ 46,089,465 $ 32,927,876 $ (3,854473) $ (3,569,810)

The Authority did not rely on taxes and other general revenues to fund any portion of its
governmental or business-type activities in 2014 or 2013.

Capital Assets
The Authority’s investment in capital assets at December 31, 2014, net of accumulated

depreciation was $4,262,059. Capital assets consist primarily of land, buiidings and
equipment. The following is a summary of capital assets at December 31, 2014 and 2013:

2014 2013 2014 2013
Governmental Governmental Business-type Business-type
Activities Activities Activities Activities 2014 Total 2013 Total
Land $ - $ - $ 1528300 $ 1528300 $ 1528300 § 1528300
Building and
improvements - - 5,489,223 5,489,223 5,489,223 5,489,223
Accumulated
depreciation - - (2,755,464) (2,383,940) (2,755,464) (2,383,940)
Total 3 - % - % 4262059 $ 4633583 $ 4262059 §$ 4633583

Detailed information about the Authority’s capital assets can be found in Note 5 to the
financial statements.




Redevelopment Authority of Allegheny County

Management'’s Discussion and Analysis (Unaudited)
December 31, 2014

Debt Administration

At December 31, 2014, the Authority had $20,573,656 of debt outstanding. Debt decreased
17% from the previous year.

Amounts Amounts
Payable as of Payable as of
January 1, December 31, Due Within
2014 Additions Deletions 2014 One Year
Business-Type Activities
General obligation
bonds $ 16,010,000 $ - $ (3,760,000) $ 12,250,000 $ 3,995000

Mortgage payable 3,382,475 - (202,819) 3,179,656 219,244
Section 108 loan 5,371,000 - (227,000) 5,144,000 236,000

Business-type
activities long-

term liabilities $ 24763475 $ $ (4189,819) $ 20573656 § 4450244

Detailed information on long-term debt can be found at Note 7 to the financial statements.

Governmental Funds

The focus of governmental funds is to provide information on inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the Authority’s
financing requirements. In particular, unreserved/undesignated fund balance may serve as a
useful measure of the Authority’s net resources available for spending at the end of the

year.

The Authority’s governmental funds include the general fund and various special revenue
funds. The general fund is the chief operating fund for the Authority. Special revenue funds
are restricted to specific legislated use. The major funds are shown on the statement of
revenues, expenditures and changes in fund balances in the financial statements.

10




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

Governmental Fund Revenues

Governmental fund revenues by source for the years ended December 31, 2014 and 2013
were as follows:

2014 2013
Revenues:

Intergovernmental revenues $ 38743475 $ 27,629,923
Gain on the sale of assets - 1,012,885
Loan repayments 66,531 507,338
Fee income 284,918 250,025
Tax increment financing fee 241,339 143,901
Interest and other revenues 445,996 209,106

Total revenues $ 39,782,259 $ 29,753,178

There are several factors relating to the increase in revenues from 2013 to 2014. The most
significant being intergovernmental revenue increased approximately $10 million due to a
increase in funding from the Redevelopment Assistance Capital Program, Community
Infrastructure Tourism Fund, the Community Development Block Grant and the Tiger Grant.

Governmental Fund Expenditures

Governmental fund expenditures by function for the years ended December 31, 2014 and
2013 were as follows:

2014 2013
Expenditures:
General government, administrative $ 595,545 $ 569,760
Community development 43,069,292 29,304,932
Other 206,106 93,149
Total $ 43,870,943 $ 29,967,841

The increase in expenditures totaling approximately $13.9 million in the current year when
compared to the prior year is due primarily to a increase in Federal Funds for the Tiger Grant
Expenses of $4 million, UPMC Braddock Grant Funding Expenses of $3 million, GEDF funding
of $1 milion and $5 million Redevelopment Assistance Capital Program Expenses.

11




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

Proprietary Fund Revenues

Proprietary fund revenues for the years ended December 31, 2014 and 2013 were as

follows:
2014 2013
Revenues:
Loan fees $ 18,413 $ 17,355
Loan interest 491,270 276,039
Investment income - 1
Rental income 830,177 829,359
Other revenue 1,625,400 211,464
RAD tax revenues 4,776,836 4,789,870
Total $ 7,742,096 $ 6,124,088

The net increase in revenues from 2013 to 2014 was approximately $1.6 million. This was
primarily related to a reduction in the allowance for loan losses due to cash receipts in 2014.

Proprietary Fund Expenses

Proprietary fund expenses for the years ended December 31, 2014 and 2013 were as

follows:
2014 2013
Expenses:
Building operations $ 561,622 $ 550,513
Depreciation and amortization expense 371,524 389,556
Miscellaneous expense 266,192 415,935
Interest expense 1,408,279 1,850,157
Total $ 2605617 $ 3,206,161

Total expenses decreased from 2013 to 2014 mainly because there were significant decreases
in miscellaneous expense of approximately $150,000 as well as a decrease in interest expense
of approximately $444,000.

12




Redevelopment Authority of Allegheny County

Management’s Discussion and Analysis (Unaudited)
December 31, 2014

Governmental Fund Balances and Proprietary Fund Net Assets

Ending balances for governmental funds and net assets for proprietary funds at
December 31, 2014 and 2013 were as follows:

2014 2013 2014 2013
Governmental  Governmental Proprietary Proprietary
Fund Funds Funds Funds Funds
General Fund $ 6,717,435 $ 10,689,001 $ - -
Home Improvement Loan
Fund 3,734,272 3,712,210 - -
Community Infrastructure
Tourism Board 13,379,004 13,477,887 - -
Hurricane Ivan Fund 206,203 246,500 - -
Economic Development
Fund - - 24,757,710 19,331,864
200 Industry Drive Fund - - (2,994,595) (2,705,228)
Section 108 Loan Fund - - - -
Total $ 24,036,914 $ 28,125,598 $ 21,763,115 $ 16,626,636

The reasons for the changes in governmental fund balances and proprietary fund net
position are explained above in the governmental funds revenues and expenditures and the
proprietary fund revenues and expenses sections.

Economic Conditions

Management expects that current year activity will remain consistent in the future. Current
economic conditions have affected the Economic Development Fund as the collectability of
three outstanding loans is uncertain due to entities not being able to repay their obligations
on its outstanding loans. However, these loans are insignificant when compared to the
balance of total accounts receivable. The remaining loans are current and we don’t
anticipate any additional write offs of EDF loans.

Contacting the County’s Financial Management

This financial report is designed to provide citizens, taxpayers, customers, investors and
creditors with a general overview of the Authority’s finances and to demonstrate the
Authority’s accountability. Questions concerning this financial information or requests for
additional information should be directed to:

Fiscal Manager

Allegheny County Economic Development
Chatham One, Suite 900

112 Washington Place

Pittsburgh, PA 15219

Phone: 412.350.1000

13




Redevelopment Authority of Allegheny County

Statement of Net Position
December 31, 2014

Primary Government

Business-
Governmental Type
Activities Activities Total
Assets
Cash and cash equivalents $ 19,343,714 $ 967,441 $ 20311155
Intergovemnmental receivables 8,965,461 - 8,965,461
Current portion of loans receivable - 1,088,517 1,088,517
Miscellaneous receivables 66,106 - 66,106
Land inventory 7.234,200 - © 7,234,200
Other assets - 75,178 75,178
Restricted funds:
Cash and cash equivalents 3,369,188 8,971,330 12,340,518
Investments 2,023.825 3,022,800 5,046,725
Capital assets, net:
Non-depreciable - 1,528,300 1,528,300
Depreciable - 2,733,759 2,733,759
Loans receivable, net 4,650,575 17,003,906 21,654,481
Other noncurrent assets - 1,441,339 1,441,339
Total assets $ 45,653,069 $ 36,832,670 $ 82,485,739
Liabilities and Deferred Inflows of Resources
Current liabilities:
Intergovernmental payables $ 893214  § - 8 893,214
Accounts payable and accrued liabilities 2,768,709 147,776 2,914,485
Other liabilities 8,918 - 8,918
Unearned revenues 129,863 253,560 383,423
Interest payable - 378,290 378,290
Due to other funds 63,749 5,929 69,678
Internal balances 6,289,656 (6,289,656) -
Current portion of long-term debt - 4,450,244 4,450,244
Noncurrent liabilities:
Long-term debt - 16,123,412 16,123,412
Total liabilities 10,152,10¢ 15,069,555 25,221,664
Deferred amounts from grants - - -
Combined liabilities and deferred inflows of resources $ 10,152,109 $ 15,069,555 $ 257221664
Net Position
: Net investment in capital assets $ - $ 1,082,403 $ 1,082,403
Restricted net position program purposes 21,410,125 24,757,710 46,167,835
Unrestricted net position (deficit) 14,090,835 (4,076,998) 10,013,837
Total net position $ 35,500,960 $ 21,763,118 $ 57,264,075

See notes fo the financial statements
14
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Redevelopment Authority of Allegheny County

Balance Sheet
Governmental Funds
December 31, 2014

Assets

Cash and cash equivalents

Restricted funds:
Cash and cash equivalents
fnvestments

Receivables:
Intergovernmental
Other
Loans

Total assets

Liabilities and Deferred Inflows
of Resources
Liabilities:

Intergovernmental payables
Accounts payable and accrued expenses
Unearned revenues
Due to other funds
Other liabilities

Total liabilities
Deferred inflows of resources
Combined liabilities and deferred inflows of resources
Fund Balances
Restricted
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

The Allegheny Community

County Home Infrastructure Total
Improvement and Tourism Hurricane Governmental

General Fund Loan Program Fund tvan Fund Funds
$ 59889578 § - % 13,354,135 $ - $ 19343714
486,831 1,898,774 - 983,583 3,369,188
- 2,023,825 - - 2,023,825
8,965,461 - - - 8,965,461
65,207 899 - - 66,106
900,000 3,196,079 438,662 115,834 4,650,575
$ 16407078 7,118,577 $ 13792797 $ 1,099,417 $ 38418869
3 -3 - % - $ 893,214 $ 893,214
2,305,770 47,146 413,793 - 2,766,709
1,094,217 3,265,492 - - 4,359,708
6,289,656 63,749 - - 6,353,405
- 8,918 - - 8,918
9,689,643 3,385,305 413,793 893,214 14,381,955
9,689,643 3,385,305 413,793 893,214 14,381,955
4,000,646 3,734,272 13,379,004 206,203 21,410,125
2,193,267 - - - 2,193,267
433,522 - - - 433,522
6,717,435 3,734,272 13,379,004 206,203 24,036,914
$ 16,407.078 $ 7,118,577 $ 13,792,797 $ 1,009,417 $ 38,418,869

Ses nofes to the fnancial slatements
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Redevelopment Authority of Allegheny County

Reconciliation of the Balance Sheet of the Governmental Funds to the
Statement of Net Position
December 31, 2014

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

Land inventory is not recorded as an asset in the fund statements

Difference in the accounting treatment related to loans. The issuance of loans
is a current expenditure to the governmental funds, while it has no effect
on the net position on the accrual basis. In addition, the repayment of
loans is recognized as income when received, since loans are expensed
when issued. On the statement of activities, only interest is reported
as current revenue.

Total net position of governmental activities

See notes to the financial statemenis
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Redevelopment Authority of Allegheny County

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended December 31, 2014

Revenues
Intergovernmental revenue
Loan repayments
Fee income
Tax increment financing fee
interest and other revenue

Total revenues
Expenditures
Community development:
Administration
Project costs
Other
Total expenditures
Net Change in Fund Balance

Fund Balance, Beginning of Year

Fund Balance, End of Year

The Allegheny Community
County Home Infrastructure Total
Improvement and Tourism Hurricane lvan Governmental
General Fund Loan Program Fund Fund Funds
$ 32143475 & - $ 68600000 3 - § 38,743,475
- 66,531 - - 66,531
271,816 13,002 - - 284,918
241,339 - - - 241,339
334,827 76,953 33,047 269 445,996
32,991,557 156,486 6,633,947 269 39,782,259
416,775 71,227 107.543 - 595,545
36,393,884 50,121 6,625,287 - 43,069,292
152,484 13,076 - 40,566 206,106
36,963,123 134,424 6,732,830 40,566 43,870,943
(3,971,566) 22,062 (98,883) (40,297) (4,088,684)
10,689,001 3,712,210 13,477,887 246,500 28,125,598
$ 6,717,435 $ 3,734,272 $ 13,379,004 $ 206,203 $ 24,036,914

Zee notes to the financial stafements
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Redevelopment Authority of Allegheny County

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

Year Ended December 31, 2014

Amounts reported for governmental activities in the statement of activities

are different because:
Net change in fund balances, total governmental funds
Principal paid on loans that was recorded as income on the fund statements

New loans that had been expended in the fund statements

Changes in net position of governmental activities

See notes to the financial statements
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(66,531)
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$  (3,768,120)




Redevelopment Authority of Allegheny

County

Statement of Net Position
Proprietary Funds
December 31, 2014

Assets
Current assets:
Cash and cash equivalents
Current portion of loans receivable
Due from other funds
Prepaid expenses and other current assets

Total current assets

Trusted funds:
Cash and cash equivalents
Investments
Capital assets:
Nondepreciable
Depreciable, net of accumulated depreciation

Other noncurrent assets
Long-term interfund advance
Long-term notes receivable, net

Total noncurrent assets
Total assets

Liabilities
Current liabilities:
Accounts payable
Unearned revenue
Interest payable
Due to other funds
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities:
Long-term interfund advance
Long-term debt
Total noncurrent liabilities
Total liabilities
Net Position (Deficit)
Net investment in capital assets
Restricted
Unrestricted

Total net position (deficit)

Total liabilities and net position

Economic
Development 200 industry Section 108

Fund Drive Fund Loan Fund Total
39,220 $ 928,221 $ - $ 967,441
852,517 - 236,000 1,088,517
6,289,656 - - 6,289,656
- 75178 - 75,178
7,181,393 1,003,399 236,000 8,420,792
8,971,330 - - 8,971,330
3,022,900 - - 3,022,800
- 1,528,300 - 1,528,300
- 2,733,759 - 2,733,759
1,441,339 - - 1,441,339
5,006,946 - - 5,006,946
12,095,906 - 4,908,000 17,003,906
30,538,421 4,262,059 4,908,000 39,708,480
$ 37,719,814 $ 5,265,458 $ 5,144,000 $ 48,129,272
$ 80,254 $ 67,522 $ - $ 147,776
253,560 - - 253,560
378,290 - - 378,290
- 5,929 - 5,929
3,995,000 219,244 236,000 4,450,244
4,707,104 292,695 236,000 5,235,799
- 5,006,946 - 5,006,946
8,255,000 2,960,412 4,908,000 16,123,412
8,255,000 7,967,358 4,908,000 21,130,358
12,962,104 8,260,053 5,144,000 26,366,157
- 1,082,403 - 1,082,403
24,757,710 - - 24,757,710
- (4,076,998) - (4,076,998)
24,757,710 (2,994,595} - 21,763,115
$ 37,719,814 $ 5265458 $ 5,144,000 $ 48,129,272

See notes fo the financial statements
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Redevelopment Authority of Allegheny County

Statement of Revenues, Expenses and C-hanges in Fund Net Position
Proprietary Funds

Year Ended December 31, 2014

Economic
Development 200 industry Section 108
Fund Drive Fund Loan Fund Total
Operating Revenues
Loan fees $ 18,413 - 8 - 8 18,413
Loan interest 491,270 - - 491,270
Rental income - 830,177 - 830,177
Other revenue 1,539,139 86,261 - 1,625,400
Total operating revenues 2,048,822 916,438 - 2,965,260
Operating Expenses
Building operations - 561,622 - 561,622
Depreciation and amortization expense - 371,524 - 371,524
Miscellaneous expense 266,192 - - 266,192
Total operating expenses 266,192 933,146 - 1,199,338
Operating Income (Loss) 1,782,630 (16,708) - 1,765,922
Nonoperating Revenues (Expenses)
RAD tax revenues 4,776,836 - - 4,776,836
Interest expense (1,133,620) (272,659) - (1,406,279)
Total nonoperating revenues (expenses) 3,643,216 (272,659) - 3,370,557
Changes in Fund Net Position 5,425,846 (289,367) - 5,136,479
Fund Net Position (Deficit), Beginning of Year 19,331,864 (2,705,228) - 16,626,636
Fund Net Position (Deficit), End of Year $ 24,757,710 $ (2,994,595 § - $ 21,763,115

See notes to the financial staterments
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Redevelopment Authority of Allegheny County
Statement of Cash Flows

Proprietary Funds
For the Year Ended December 31, 2014

Economic
Development 200 Industry Section 108
Fund Drive Fund Loan Fund Total
Cash Flows from Operating Activities
Cash received from customers $ 2047812 $ 916,438 $ - % 2964250
Cash paid for goods and services (266,241) (601,612) (82,165) (950,018}
Net cash (used in) provided by operating activities 1,781,571 314,826 (82,165} 2,014,232
Cash Flows from Investing Activities
interest income - - - -
Loan disbursed (1,275,548) (1,275,548)
Principal payments on loans, net 3,133,456 1 3,133,457
Net cash provided by investing activities 1,857,908 - 1 1,857,909
Cash Flows from Capital and Related Financing Activities
Receipts from governmental agencies 4,776,836 4,776,836
Long-term advance (disbursements) receipt (309,746) 9,785 (299,961)
Interest paid (1,133,620} (272,659) (1,406,279)
Repayment of bonds/mortgage (3,760,000} (202,819) (3,862,819)
Net cash used in capital and related financing activities (426,530) (465,693) - (892,223)
Net increase (decrease) in cash and cash equivalents 3,212,949 (150,867) (82,164) 2,979,918
Cash and Cash Equivalents, Beginning 8,820,501 1,079,088 82,164 9,981,753
Cash and Cash Equivalents, Ending $ 12033450 $ 928,221 $ - $ 12,961,671
Reconciliation of Operating (Loss) income to Net
Cash (Used In) Provided by Operating Activities
Operating income (1088} $ 1782630 (16,708) § - $ 1765922
Adjustments to reconcile operating income (loss) to
net cash (used in) provided by operating activities:
Depreciation and amortization - 371,524 - 371,524
Decrease (increase) in assets:
Accounts receivable, net of allowances - - -
Prepaid expenses - (68,125} - (68,125)
Increase {decrease) in liabilities:
Accounts payable (49) 28,135 (82,165) (54,079)
Unearned revenue (1,010) - - (1,010)
Net cash (used in) provided by operating activities $ 1,781,571 $ 314,826 $ (82,165) $ 2014232

See notes to the financial statements
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

1. Nature of Organization and Summary of Significant Accounting Policies

A summary of the Redevelopment Authority’s significant accounting policies consistently applied
in the preparation of the accompanying financial statements is as follows:

The Redevelopment Authority of Allegheny County (the “Authority”) was incorporated in the
Commonwealth of Pennsylvania in 1950 as a redevelopment authority under the provisions of
Urban Redevelopment Law, Act. No. 385. The Authority operates as a non-profit corporation
and, accordingly, is not subject to income taxes. The accompanying financial statements are
prepared in accordance with accounting principles generally accepted in the United States of
America (“GAAP”) as applicable to governmental units, as prescribed by the Governmental
Accounting Standards Board (“GASB”).

Reporting Entity

The Authority is considered a component unit of the County of Allegheny (the “County”)
under the criteria established in GASB Statement No. 14, Financial Reporting Entity, as
amended by GASB Statement No. 39, Determining Whether Certain Organizations Are
Component Units and by GASB Statement No. 61, The Financial Reporting Entity:
Omnibus, an amendment of GASB Statements No. 14 and 34. The County appoints a Board
of Directors (the “Board”) of the Authority and a financial benefit/burden relationship exists
between the County and the Authority. The accompanying financial statements present only
the financiai position and results of operations of the Authority.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the
statement of activities) report information on all of the governmental activities and business-
type activities of the primary government. Governmental activities, which normally are
supported by Intergovernmental grants, are separate from business-type activities, which
rely to a significant extent on fees and charges for services.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segments are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1) the
charges to customers or applicants who purchase or use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Other items properly not included among the program
revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

23




Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide and proprietary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Government fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose the government considers revenues to
be available if they are collected within 365 days of the end of the current fiscal period.

Major revenues that are susceptible to accrual in governmental funds are grants from other
governments and interest on investments. Expenditures are recognized in governmental
funds under the modified accrual basis of accounting when the related fund liability is
incurred.

Amounts expended to acquire capital assets are recorded as expenditures in the year that
resources were expended, rather than as fund assets. The proceeds of long-term debt are
recorded as another financing source rather than as a fund lability. Debt sei sice
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

The accounts of the Authority are organized on the basis of governmental funds, each of
which is considered a separate accounting entity. The operations of each fund are
accounted for as a separate set of self-balancing accounts that comprise its assets,
liabilities, deferred inflows and outflows, fund balance, revenues, and expenditures.
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 Authority’s enterprise funds are proprietary funds. In the fund financial statements,
proprietary funds are presented using the accrual basis of accounting. Revenues are
recognized when they are earned and expenses are recognized when the related goods or
services are delivered. In the fund financial statements, proprietary funds are presented
using the economic resources measurements focus. This means that all assets and
liabilities (whether current or noncurrent) associated with their activity are included on their
balance sheets. Proprietary fund type operating statements present increases (revenues)
and decreases (expenses) in total net position.

Proprietary fund operating revenues and expenses, such as charges for services, and costs
associated with operating the business type activities; result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which
each party receives and gives up essentially equal values. Nonoperating revenues and
expenses, such as subsidies, investment earnings, and interest expense, result from
nonexchange transactions or ancillary activities.
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

Amounts paid to acquire capital assets are capitalized as assets in the fund financial
statements, rather than reported as an expense. Proceeds of long-term debt are
recorded as a liability in the fund financial statements, rather than as another financing
source. Amounts paid to reduce long-term indebtedness are reported as a reduction of
the related liabilities, rather than as an expense.

General Fund

The General Fund is the general operating fund of the Authority, and is considered a
major fund for accounting purposes. It is used to account for grants and projects for
which separate accounting records are not deemed practicable and to account for
operations not included in other funds or projects. These projects are financed through
state, county, and local grants, although the ultimate source of funds may be pass-
through grants of federal funds.

Major Program Funds

The Authority currently reports the following major governmental programs: the
Allegheny County Home Improvement Loan Program and the Community Infrastructure
and Tourism Fund.

The Allegheny County Home Improvement Loan Program (“AHILP”) accounts for the
activities of the issuance of loans to finance the rehabilitation of residential housing for
persons and families of low to middle income throughout the County.

The Community Infrastructure and Tourism Fund (“CITF Fund”) dispenses grants and
manages loans for economic and infrastructure development projects to municipalities
within the County. Such development projects are to be funded through the
Pennsylvania Department of Community and Economic Development (“DCED”) over a
span of 12 years, as apportioned to the County under Act 53 of 2007. Act 53 of 2007
provides funding for economic development from State taxes on gaming transactions.

Program funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specific purposes. The Authority operates projects
that are financed by grants from state, county, or local governmental units or a
combination thereof. Operations must be conducted in accordance with the terms and
conditions of a specific grant and a contract between the grantor(s) and the Authority.

The Authority currently reports the following major proprietary funds:
The Economic Development Fund (“EDF”) is a revolving loan fund of the Authority. The
purpose of the EDF is to positively impact the regional economy by promoting economic

development and providing employment opportunities in the County.

The 200 Industry Drive Fund accounts for all operations of a building owned by the
Authority, which is currently being leased to several tenants.

The Section 108 Loan Fund accounts for loans made to a single borrower for specific
economic development projects.
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

Non-Major Program Funds

The Hurricane lvan Fund (special revenue fund) is not currently a major fund but was
considered major in prior years. It was established to assist residents of Allegheny
County with repairs of property and businesses after massive flooding due to Hurricane
Ivan by providing businesses with loan for repairs.

Assets, Liabilities, Deferred Inflows/Outflows, and Net Position or Fund Balance
Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits as well as short-term certificates
of deposits with a maturity date within three months of the date acquired by the
Authority. For purposes of the statement of cash flows, the Authority considers all highly
liquid investments, including investment agreements, to be cash equivalents.

Investments
The Authority invests in various money markets and various government securities.

Interfund Transactions

Intergovernmental revenue is recognized when the related expenditure is incurred.
Unearned revenues arise when the Authority receives resources prior to incurring
qualifying expenditures. Any amounts not collected, for which related expenditures have
been incurred prior to December 31, 2014, are reflected as intergovernmental
receivables.

Interfund accounts receivable are considered to be available expendable resources and
are reported as assets in the “due from other funds” account. Interfund accounts payable
are considered to be committed expendable resources and are reported as liabilities in
the “due to other funds’ account. Interfund accounts between governmental funds are
eliminated on the government-wide financial statements.

Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as
“internal balances.”

Loans Receivable

Loans receivable in the governmental funds are recognized when the loan is
established. On the fund statements, the loan balances are fully offset by unearned
revenue, as loans receivable are not considered to be available as current resources.
Program expense is recognized upon establishment. Loans receivable on the entity-wide
statements are recorded at their principal balance due less an allowance for
uncollectible accounts.

The Authority has residential rehabilitation loans, which are presented at a net zero
value, as they are only repayable out of available sale proceeds. These loans are fully
reserved at the time of issue. The reserve is reversed and income is recognized when
the loans are repaid or when the amount of repayment is determinable and reasonably
assured.
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

It is the Authority’s policy to provide for future losses on loans based on an evaluation
that, in the Authority’s judgment, requires consideration in estimating loan losses of the
various programs.

in the proprietary funds, loans receivable are recorded at their principal balance due,
less an allowance for uncollectable loans. Interest income on loans is recognized at the
loans’ stated interest rate.

Loan Fees

Loan fees for the proprietary fund consist of a $750 application fee, a 1% loan origination
fee, and an annual administrative fee of 0.1% of the loan.

Capital Assets

Real estate acquired in conjunction with the Authority’s various programs is recognized
as an expenditure when purchased and is not capitalized in the fund statements
because 1) the property is not used in Authority operations and 2) the ultimate amount to
be realized by the Authority upon disposition of the property does not generally accrue to
the benefit of the Authority. Land inventory is recorded as an asset at the lower of cost or
market value on the government-wide statement of net position until released to a
developer for development program activities.

Capital assets, which include land, buildings, and building improvements, are reported in
the applicable business-type activities. Capital assets are defined by the Authority as
assets with an initial individual cost of more than $5,000. The cost of normal
maintenance and repairs that does not add to the value of the asset or materially extend
the life of the asset is not capitalized.

Building and building improvements are depreciated using the straight-line method.
Buildings are assigned a useful life of 30 years and tenant improvements are amortized
over the life of the lease.

Long-Term Obligations

In the government-wide financial statements, long-term debt is reported as liabilities in
the statement of net position and bond discounts and premiums are deferred and
amortized over the life of the bonds using the straight-line method.

In the fund financial statements, the face amount of debt issued is reported as other
financing sources.

Unearned Revenues

Unearned revenues are reported in the government-wide, governmental fund and
enterprise fund financial statements. Those amounts represent unearned revenues or
revenues which are measurable but not available and, in accordance with the modified
accrual basis of accounting, are reported as unearned revenues. The Authority deems
revenues received, or anticipated to be received, within 365 days of the year end to be
available.

27




Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

Net Position/Fund Balances

Fund Balance Classification: The governmental fund financial statements present fund
balances based on classifications that comprise a hierarchy that is based primarily on
the extent to which the Authority is bound to honor constraints on the specific purposes
for which amounts in the respective governmental funds can be spent. The
classifications used in the governmental fund financial statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b) are legally or
contractually required to be maintained intact. The Authority had no fund
balances under this classification at December 31, 2014.

Restricted: This classification includes amounts for which constraints have been
placed on the use of the resources either (a) externally imposed by creditors
(such as through a debt covenant), grantors, contributors, or laws or regulations
of other governments, or (b) imposed by law through constitutional provisions or
enabling legislation. At year end, the General fund had $4,090,646 of restricted
fund balance that is to be used as matching funds for other projects. The AHILF
had $3,734,272 of restricted fund balance to be used for Home Improvement
Loans. The CITF had $13,792,7970f restricted fund balance that is to be used for
economic development and infrastructure projects. Of this amount, $13,792,797
has already been allocated to specific projects. The restricted ciassification aiso
includes a residual fund balance of $206,203 in the Hurricane Ivan Fund.

Committed: This classification includes amounts that can be used only for
specific purposes pursuant to constraints imposed by formal action of the Board.
These amounts cannot be used for any other purpose unless the Board removes
or changes the specified use by taking the same type of action (ordinance or
resolution) that was employed when the funds were initially committed. This
classification also includes contractual obligations to the extent that existing
resources have been specifically committed for use in satisfying those
contractual requirements. The Authority did not have any committed resources
as of December 31, 2014.

Assigned: This classification includes amounts that are constrained by the
Authority’s intent to be used for a specific purpose but are neither restricted nor
committed. This intent can be expressed by the Board or through the Board
delegating this responsibility to the Authority’'s management. This classification
includes $2,193,267 in the General Fund that is assigned for specific projects.

Unassigned: This classification includes the residual fund balance for the
General Fund.
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

The Authority would typically use restricted fund balances first, followed by committed
resources, and then assigned resources, as appropriate opportunities arise, but reserves
the right to selectively spend unassigned resources first to defer the use of these other
classified funds.

The Government-wide financial statements utilize a net position presentation. Net
positions are categorized as invested capital assets (net of related debt), restricted and
unrestricted.

e Net investment in capital assets: This category groups all capital assets into one
component of net position. Accumulated depreciation and the outstanding
balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduce the balance in this category.

e Restricted net position: This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations of other governments and
restrictions imposed by law through constitutional provisions or enabling
legislation.

e Unrestricted Net Position: This category represents net assets of the Authority,
not restricted for any project or other purpose.

CITF and Grant Accounting

Grants are approved on a reimbursement basis. The recipients cannot qualify for the
grants without first incurring allowable costs. Until allowable costs are incurred, the fund
does not accrue a liability and, in turn the recipient does not accrue a receivable.

Accounting Estimates

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual amounts may differ from those estimates.

New Accounting Principles

The Authority adopted GASB Statement No. 69, Government Combinations and Disposal of
Govemment Operations. GASB No. 69 establishes accounting and financial reporting
standards related to government combinations and disposal of government operations. As
used in this statement, the term government combinations includes a variety of transactions
referred to as mergers, acquisitions, and transfers of operations. The Authority implemented
the accounting and reporting requirements of GASB No. 69 as of January 1, 2014. This
implementation did not materially change the Authority's accounting and reporting policies.

The Authority adopted GASB Statement No. 70, Accounting and Financial Reporting for
Nonexchange Financial Guarantees. GASB No. 70 improves accounting and financial
reporting by state and local governments that extend and receive nonexchange financial
guarantees. The Authority implemented the accounting and reporting requirements of GASB
No. 70 as of January 1, 2014. This implementation did not materially change the Authority's
accounting and reporting policies.
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

2. Deposits and Investments
The following is a description of the Authority’s deposit and investment risks:
Deposits

Custodial Credit Risk: The risk that in the event of a bank failure, the Authority’s deposits
may not be returned to it. The amount of Federal Deposit Insurance Corporation insurance
is $250,000. Deposits in excess of this amount at a financial institution are at risk. The
Authority does not have a formal policy for custodial credit risk. As of December 31, 2014,
$32,899,589 of the Authority’s bank balance of $33,899,589 was exposed to custodial credit
risk, which is collateralized in accordance with Act 72 of the Pennsylvania state legislature.
Act 72 requires the institution to pool collateral for all governmental deposits and have the
collateral held by an approved custodian in the institution’s name. As of December 31, 2014,
the carrying amounts of the Authority’s deposits were $32,651,673.

Investments

In addition to the deposits noted above, the Authority holds short-term investments of mutual
funds totaling $5,046,725.

Interest Rate Risk: The Authority does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates. All of the Authority’s investments have a maturity of less than one
year.

Credit Risk: The Authority does not have a formal investment policy that would limit its
investment choices based on credit ratings by nationally recognized statistical rating
organizations. As of December 31, 2014, the Authority had investments of $5,046,725 in
various mutual funds: US Bank, First American Fund, Standard & Poor’s rating-AAAmM,
Moody’s rating and BNY Mellon, Dreyfus Treasury, Standard & Poor’s rating-Aaa-mf.

3. Due from Other Governments

The amounts reported in the Authority’s various governmental and proprietary funds at
December 31, 2014, as due from other governments is summarized below:

Federal State Local Total

Redevelopment Assistance

Capital Program $ - % 6,871,101 $ - $ 6,871,101
Community Development

Block Grant 1,223,499 - - 1,223,499
Transportation Investment

Generating Economic

Recovery 870,861 - - 870,861

Total $ 2,094,360 $ 6,871,101 $ - $ 8965461
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Redevelopment Authority of Allegheny County

Notes to Financial Statements
December 31, 2014

4. Loans Receivable

AHILP is a comprehensive program of the County for the financings of rehabilitation of
residential properties occupied by persons of low to middle income within designated areas
throughout the County. Under AHILP, loans and grants are provided under several different
plans based on income eligibility and geographic restrictions. The loans bear interest at rates
from 0% to 5%, with terms from one to twenty years. The carrying value of AHILP loans
receivable, as of December 31, 2014, is $3,301,423 and is reported net of an allowance for loan
losses of $105,344.

EDF loans receivable consist of thirty-three loans with rates ranging from 0% to 5.5% and with
terms ranging from 10 years to 20 years. The loan amounts range from approximately $100,000
to approximately $2,500,000. Total EDF loans receivable outstanding at December 31, 2014 are
$14,437,794, net of an allowance for loan losses of $1,489,371.

The Section 108 loan fund has six loans outstanding to a single borrower. These loans earn
variable rate interest based on the 3 month LIBOR plus 50 basis points. As of December 31,
2014, 3 month LIBOR was 0.26%. The Section 108 loans receivable outstanding at
December 31, 2014 are $5,144,000.

The General Fund loan is a loan to carry out cleanup activities at Brownfield sites in Allegheny
County. The loan was given to a single borrower in 2010. The original amount of the loan was
$1,000,000 bearing an interest rate of 2.109% with principal payments beginning on June 1,
2012. The carrying value of the loan, as December 31, 2014, is $900,000.

The Authority also has $554,496 of loans receivable in other loan programs.

5. Capital Assets

The business-type activities funds’ capital assets are valued at cost, less accumulated
depreciation, which is determined using the straight-line method over 30 years for the building
and 10 years for tenant improvements.

A summary of capital asset activity for the year ended December 31, 2014, is as follows:

Balance at
Balance at December 31,
January 1, 2014 Additions Deletions 2014
Non depreciable:
Land $ 1,528,300 3 - $ - $ 1,528,300
Depreciable:
Building and tenant
improvements 5,489,223 - - 5,489,223
Less: accumulated
depreciation (2,383,940) (371,524) - (2,755,464)
Total $ 4633583 $ (371,524) % - $ 4262059

Depreciation expense was $371,524 for the year ended December 31, 2014,
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6. Grants

The Authority receives significant financial assistance from federal and state governmental
agencies in the form of grants. The disbursement of such funds generally requires compliance
with contract requirements and is subject to audit. Any disallowed costs resulting from such
audits could become a liability of the Authority. The amount, if any, of expenditures that may be
disallowed by the granting agencies cannot be determined at this time. Authority management
expects such amounts, if any, to be immaterial.

7. Long-Term Obligations

In prior years, long-term debt was comprised of bonds payable that were issued by the Authority
as Special Tax Development Bonds, Taxable Series of 1995 for $25 million (“1995 Bonds”) and
Series 1999 for $25 million (“1999 Bonds”). The Bond proceeds were used to fund the EDF to
allow for development loans to be made to local businesses in the County.

On September 1, 2005, the Authority issued $18,655,000 of Special Tax Development
Refunding Bonds (“2005 Bonds"). The proceeds of the 2005 Bonds were used to provide funds
for the refunding of the 1995 Bond Series.

The 2005 Bonds are not subject to optional redemption.

The County has allocated a portion of the Regional Asset District (*RAD") Tax imposed by the
County and irrevocably assigned that portion to the Authority. The Bonds are limited obligations
of the Authority payable solely from the portion of RAD tax paid to the Authority or BNY Mellon
(“the trustee”). According the bond indenture, the bonds or a portion of the tax assigned to the
Authority or the Trustee shall not be deemed to be a debt or the full faith pledge of the
Commonwealth of Pennsylvania or County. The Authority has no taxing power.

The Series 1999 and 2005 Bonds are insured by a municipal bond insurance policy, issued by
Assured Guaranty Municipal Corporation. As of December 31, 2014, Standard & Poor’s credit
rating of Assured Guaranty Municipal Corporation was AA, with a credit watch of stable. The
1999 Bonds carry interest at 3.95% and have a final maturity date in September 2019. The 2005
Bonds carry interest at 2.5% and have a final maturity date in September 2015.

During 2007, the Authority assumed a mortgage in relation to the purchase of a building. The
original twenty-five year mortgage was executed in 1999 in the amount of $5,000,000. As of
December 31, 2014, the interest rate is 8.31% and the outstanding principal balance is
$3,179,656.
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Changes in long-term debt for the year ended December 31, 2014 are follows:

Outstanding Outstanding
Balance as of Balance as of
January 1, December 31, Due Within
2014 Additions Deletions 2014 One Year
Business-type activities:
General obligation
bonds $ 16,010,000 §$ - $ (3,760,000) $ 12,250,000 § 3,995,000
Mortgage payable 3,382,475 - (202,819) 3,179,656 219,244
Section-108 loans (see
note 14) 5,371,000 - {227,000} 5,144,000 236,000

Business-type activities:

Long-term liabilities $ 24763475 $ - $ (4189819) 20,573,656 $ 4,450,244
Due within one year 4,450,244
Long-term debt at year end $ 16,123,412

Interest on bonds is paid semi-annually in March and September of each year.

Future principal and interest for the bonds, loans and mortgages are as follows:

Principal interest
Maturity Amount Amount Total

2015 $ 4,450,244 $ 1,260,640 $ 5,710,884
2016 2,318,174 988,420 3,306,594
2017 2,493,738 817,838 3,311,576
2018 2,681,077 633,820 3,314,897
2019 2,886,345 435,420 3,321,765
2020-2024 3,430,078 733,013 4,163,091
2025 2,314,000 35,439 2,349,439

Total $ 20,573,656 $ 4,904,590 $ 25,478,246

8. Commitments

As of December 31, 2014, the Authority’s proprietary funds had outstanding commitments of
$3,593,987 related to loans that have not yet been fully drawn upon. This amount includes
commitments to related parties as further discussed in Note 9.
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9. Related Parties

The County provides administrative services to the Authority. Administrative costs for 2014 were
approximately $300,000. The County also provides administrative services to the Authority’s
CITF.

The Authority entered into an agreement with C.B. Richard Ellis (who employs an Authority
Board member) to provide management services for a property owned by the Authority. During
fiscal year 2014, the Authority paid $26,708 in management, engineering, and maintenance
fees to C.B. Richard Ellis.

The Authority has also entered into a loan agreement to provide funding through Community
Development Block Grant funds and an EDF Loan to the Allegheny County Airport Authority
(“Airport Authority”) for costs related to the design, engineering, and construction of the Industry
Drive Extension. Total CDBG funds committed are not to exceed $2.25 million. As of
December 31, 2014, the loan has an outstanding balance of $1,076,765. The Executive Director
of the Authority was a Board Member of the Airport Authority until January 2015.

In fiscal year 2008, the Authority approved the issuance of an additional EDF loan to the
Allegheny County Airport Authority. The loan bears an annual interest rate of 4%. As of
December 31, 2014, the loan has an outstanding balance of $719,812.

As discussed in Note 14, the Authority has entered into an agreement with RIDC (who employs
an Authority Board member) to provide certain loan and grant funds. This agreement was
entered into prior to the Board member being employed by RIDC.

10. Tax Increment Financing

During 2000, 2001, 2003, 2004, 2005, 2007 and 2008, the Authority issued Tax Increment
Bonds (“TIF Bonds”) to provide funds to finance public infrastructure improvements within the
County. The outstanding balance of these TIF Bonds at December 31, 2014, was approximately
$70.6 million as follows:

Mall at Robinson $ 11,885,000
The Water Front 6,615,000
Brentwood 255,000
Mt. Nebo 4,350,000
Clinton Industrial Park 4,001,718
Pittsburgh Mills 35,970,000
Potato Garden Run 2,474,728
Northfield 4917578

Total $ 70,559,024

The TIF Bonds are a limited obligation of the Authority payable solely from the tax increment
revenues from the taxing bodies within the TIF District. The Authority is not obligated to pay the
principal, premium, interest, or other costs associated with the TIF Bonds. Accordingly, the
Authority is substantively a conduit facilitator and the TIF Bonds are not included in the
Authority's financial statements.
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1.

12.

13.

Interfund Receivables, Payables, and Transfers

Interfund receivables, payables and transfers as of December 31, 2014, consisted of:

Interfund Interfund
Fund Receivable Payable
Maijor funds:
General $ - $ 6,289,656
AHILP - -
Enterprise funds:
Economic Development Fund 11,302,531 -
200 Industry Drive - 5,012,875
Total $ 11,302,531 $ 11,302,531

The above table shows transactions between funds when repayment is expected within the next
fiscal year or upon receipt of earned grant funds, with the exception of the majority of the
interfund payable from 200 Industry Drive Fund, which is considered to be a long-term advance
from the EDF. These transactions are accounted for through various due from and due to
accounts. The balance due to the EDF from the General Fund represents amounts expected to
be repaid when the General Fund receives state grant funds. The Authority has met the
matching requirements and the grant funds should be released to repay EDF. The balance due
to the EDF from the 200 Industry Drive Fund represents amounts expected to be repaid either
when 200 Industry Drive Fund operates at profit or from the sale of real property.

Liens Receivables

During December 2008, the Authority purchased County real estate liens from an outside party
for approximately $1.7 million. Total face value of the liens outstanding is in excess of $56
million. The Authority paid approximately 3 cents per dollar for the liens. These liens were
originally sold to the outside party by the County in the 1990s and primarily were issued during
the period of 1960-1990. As of December 31, 2014, the remaining liens are fully reserved, as
management determined the receivables to be uncollectable.

Contingencies

The Authority is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets: errors and omissions; breach of contract; and natural disasters, for which
the Authority carries commercial insurance. There have been no claims resulting from these
risks in the current year.
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14. Section 108 Loan Fund

The Authority and the County entered into an agreement in fiscal year 2005 with the U.S.
Department of Housing and Urban Development (*HUD”) to receive a Section 108 loan for $6
million. These funds were to be made available for loans to Redevelopment Industrial
Development Corporation (“RIDC”) for specific economic development projects. As of
December 31, 2014, the full $6,000,000 of loans had been made from these proceeds, and
$5,144,000 of loans remains outstanding at year end.

RIDC is currently required to make interest payments on the outstanding loan balance at a rate
of 3 month LIBOR plus 50 basis points. As of December 31, 2014, the 3 month LIBOR was
0.26%. The Authority is permitted to retain 30 basis points as income along with a $60,000
origination fee paid by the borrower. RIDC began making principal payments in 2012 to
correspond with the Authority’s obligation to HUD. The required principal payments schedule
was established by HUD and includes a final balloon payment of $2,314,000 due on August 1,
2025.

The debt service on the Section 108 Loan is included in the debt service schedule in Note 7.

Along with the Section 108 Loan, the Authority also received a $2 million Brownfield Economic
Development Improvement (BED!) Grant from HUD. The proceeds of the grant were drawn
down by the Authority and granted to RIDC as with the Section 108 loan funds. Grant funds of
$538,249 were retained by the Authority to reimburse the General Fund for debt service
payments made before RIDC began making the payments. Grant funds are to be disbursed in a
ratio not less than $1 of grant funds for every $3 of loan funds disbursed.

15. Economic Dependency
The Authority relies on grants from governmental agencies to fund a significant portion of the
operations of the Authority's Governmental Funds. During 2014, grants represented

$38,162,030 or 97% of total revenues in the Governmental Funds. If these grants were to cease
the Authority would not be able to sustain its current level of operations.

16. Pending Changes in Accounting Principles

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions-an Amendment of GASB Statement No. 27. This Statement is intended to improve
accounting and financial reporting by state and local governments for pensions. It also improves
information provided by state and local governmental employers about financial support for
pensions that is provided by other entities. This Statement replaces the requirements of
Statement No. 27, Accounting for Pensions by State and Local Governmental Employers, as
well as the requirements of Statement No. 50, Pension Disclosures, as they relate to pensions
that are provided through pension plans administered as trusts or equivalent arrangements
(hereafter jointly referred to as trusts) that meet certain criteria. The requirements of Statements
27 and 50 remain applicable for pensions that are not covered by the scope of this Statement.
To the extent applicable, the Authority is required to adopt Statement No. 68 for its calendar
year 2015 financial statements.
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17.

In November 2013, the GASB issued Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Measurement Date. The objective of this Statement is to address an
issue regarding application of the transition provisions of Statement No. 68. The issue relates to
amounts associated with contributions, if any, made by a state or local government employer or
nonemployer contributing entity to a defined benefit pension plan after the measurement date of
the government's beginning net pension liability. To the extent applicable, the Authority is
required to adopt Statement No. 71 for its calendar 2015 financial statements.

In February 2015, the GASB issued Statement No. 72, Fair Value Measurement and
Application. The objective of this Statement is to address accounting and financial reporting
issues related to fair value measurements and to provide guidance for applying fair value to
certain investments and disclosures related to all fair value measurements. To the extent
applicable, the Authority is required to adopt Statement No. 72 for its calendar 2016 financial
statements.

Authority management is in the process of analyzing these pending changes in accounting
principles and the impact they will have on the financial reporting process.

Deficit Net Position

The 200 Industry Drive Fund has an unrestricted net deficit of approximately $4 million. The

deficit has been funded primarily through the iong-term interfund loan that is owed to the
Economic Development Fund.
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