Report to the
Intergovernmental Cooperation Agency for Cities
of the Second Class on the Stadium Authority of the
City of Pittsburgh and the Sports and Exhibition Authority
of the City of Pittsburgh and Allegheny County
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INTRODUCTION

We have been engaged by the Intergovernmental Cooperation Authority for Cities of the Second Class
(ICA) to perform an analysis of the Stadium Authority of the City of Pittsburgh (SA) and the Sports and
Exhibition Authority of the City of Pittsburgh and Allegheny County (SEA). .

Our analysis included:

Identification of the net financial impact of the SA and SEA’s operations on the financial
statements and condition of the City of Pittsburgh (the “City™).

Identification of any City contingent liability or guarantee related to the authorities.
Identification for any areas for consolidation within the entities.

Identification of any assets whose sale, or liabilities whose payment, may result in significant
operational or financial improvements for the authorities or the city.

Identification of any areas for operational savings or efficiency by the authorities.

Analysis of all material contracts issued by the authorities for reasonableness and compliance with
applicable contract procedures.

Analysis of the annual audits and related management letters of the authorities.

The purpose of the engagement and this report is to assist the ICA in evaluating the finances of the
authorities and the authorities’ impact on the financial statements and financial condition of the City.
This engagement was not an examination in accordance with generally accepted auditing standards, nor
did it result in the preparation of financial statements in conformity with accounting principles.

SN, Gonyg, (113

Kenneth C. McCrory, CPA
McCRORY & McDOWELL LLC

Pittsburgh, Pennsylvania

May 23, 2005
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STADIUM AUTHORITY BACKGROUND

i The Stadium Authority was founded in 1965 as a unit of the City. Its purpose was “to provide
increased commerce and prosperity, and to promote educational, cultural, physical, civic, social and
moral welfare to the general public.”! The Authority owned and managed Three Rivers Stadium,
which was occupied by the Pittsburgh Pirates and Pittsburgh Steelers, and was also used for other
events. The Stadium Authority was also responsible for the development of the land surrounding
o Three Rivers Stadium.

pa—

Three Rivers Stadium was demolished in February 2001. The Stadium Authority continues to be
responsible for the development of the land located between Heinz Field and PNC Park. The
Stadium Authority’s vacant land has been principally used for parking. Two parcels have been sold
for development and two buildings are currently under construction.

The stadium authority is governed by a board of directors, appointed by the mayor. Those directors
currently include:

won

ey e  Mark Schneider, Chair
o ¢  Robert Ewanco, Vice Chair
- o Jake Wheatley, Treasurer
e Sophie Masloff, Secretary
o  William Peduto, Assistant Secretary

Day-to-day operations are under the direction of Mary Conturo, Executive Director, Linda
Barsevich provides financial services. Ms. Conturo is also Executive Director of the SEA. Both
Ms. Conturo and Ms. Barsevich allocate a portion of their time to the Stadium Authority under an
administrative services agreement with the SEA.

! Notes the financial statements of the Stadium Authority of the City of Pittsburgh, March 31, 2004.
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[l. ~ SPORTS AND EXHIBITION AUTHORITY BACKGROUND

The Sports and Exhibition Authority was originally founded as the Public Auditorium Authority on
February 3, 1954. It was, and is, a joint authority of the City and Allegheny County. Its stated
purpose is to . . . provide education, cultural, physical, civic and social events for the benefit of the
general public.”? In November 1999, the Public Auditorium Authority changed its name to the
Sports & Exhibition Authority of Pittsburgh and Allegheny County. It now operates under the
Sports and Exhibition Authority Act of 2000.

Presently, the SEA owns the Benedum Center and the John Heinz History Center, which are leased
on a long-term basis to not-for-profit entities that operate them. It also owns and operates the
Mellon Arena (which is used for hockey, ice skating, basketball, concerts and other events) and the
David Lawrence Convention Center. It owns but does not operate Heinz Field and PNC Park,
which are operated by the Pittsburgh Steelers and Pittsburgh Pirates, respectively. The Sports and
Exhibition Authority also owns parking facilities, parks and various other infrastructure.

The SEA is governed by a seven member board, three members are appointed by the mayor of the
City. Three members are appointed by the chief executive of the County. The mayor and chief
executive jointly appoint the seventh member. The board appoints an executive director, who
oversees day-to-day operations. Presently, the board consists of the following individuals:

Mark Schneider, Chair
William Curtis, Vice Chair
John Chalovich, Treasurer
Edie Shapira, Secretary
Sean Logan

Leonard Bodack

Paul Costa

Mary Conturo is the Executive Director and Linda Barsevich is the Chief Financial Officer. Both
allocate part of their time to Stadium Authority operations.

2 Sports and Exhibition Authority of Pittsburgh and Allegheny County notes to financial statements, December 31, 2003.
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STADIUM AUTHORITY OPERATIONS

The Stadium Authority’s principal purpose was to own and operate Three Rivers Stadium and
develop the land surrounding the stadium. The stadium was torn down in February 2001, replaced
by Heinz Field (Steelers) and PNC Park (Pirates). These venues were built and owned by the SEA.

Presently, the Stadium Authority has no full time employees. Its only employee is Mary Conturo,
the executive director, whose time and cost is shared with the SEA.

The Stadium Authority receives its principal operating revenue from parking lots located between
Heinz Field and PNC Park. It also receives non-operating revenue from a note receivable from the
SEA, revenue from the sale of land owned by the Stadium Authority between the two stadiums and
an annual grant from the Allegheny Regional Asset District, used to amortize bond debt.

The Authority incurs operating expenses related to a salary and taxes for its part time employee and
certain administrative expenses. It also pays development expenses. The principal expense is
interest on a remaining bond issue, dated 1993, which defeased a previous 1986 bond issue, as well
as bonds payable to the City of Pittsburgh under a restructuring agreement dated June 1992.

The bonds payable to the City of Pittsburgh, totaling $11,755,000 at March 31, 2004, are not
recorded on the City of Pittsburgh’s books, despite the fact the Authority is current in paying the
amount and the money is funded by the Allegheny Regional Asset District.?

The Stadium Authority also has a lease agreement with the Pennsylvania Department of
Transportation to lease property near the stadium it uses for parking.

To summarize the operations of the Stadium Authority:

It collects parking proceeds from the stadium area lots

Receives interest on loans

Receives proceeds from the sale of land located between the stadiums

Receives proceeds from an Allegheny Regional Asset District grant

Pays certain administrative expenses

Pays two bond issues, which are funded by the Allegheny Regional Asset District grant
Has a lease with PennDOT

The Stadium Authority is committed to providing money to a development fund to assist in
developing the land between the stadiums (called the “Option Area™). It is also investing funds in
the development of a garage in the Option Area.

Once the land in the Option Area is sold and the bond obligations are paid, the Stadium Authority
will only have ownership of land (which is not developable) under the PennDOT overpass, a lot
required to be maintained as surface parking by team leases and a garage currently being developed.
Operationally, the Stadium Authority could be operated by another city authority such as the URA.

* City of Pittsburgh, Pennsylvania, basic financial statements, December 31, 2003. Footnote (14)(A), paragraph 2.
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SPORTS AND EXHIBITION AUTHORITY OPERATIONS

The Sports and Exhibition Authority is far more complex than the Stadium Authority. The Sports
and Exhibition Authority is a successor to the Public Auditorium Authority of Pittsburgh and
Allegheny County, which was incorporated February 1954 to provide: educational, cultural,
physical, civic and social events for the benefit of the general public. In November 1999, the name
was changed to the Sports and Exhibition Authority of Pittsburgh and Allegheny County (SEA) and
it operates under the “Sports and Exhibition Authority Act” 16 P.S. Section 5501-A et. seq.

Organization

As noted in the background section the SEA is governed by a seven person board, three of whom
are appointed by the Pittsburgh Mayor, three of whom are appointed by the chief executive of
Allegheny County and the seventh member is a joint appointment. Vacancies are filled by the
appointing executive (mayor or county executive) and any board member may be removed by the
person occupying the office that appointed them. The members of the board elect a chair, vice
chair and other officers as the board may determine. As previously noted, the board has appointed
Executive Director Mary Conturo. Ms. Conturo has three direct reports, a project executive, the
chief financial officer and the development manager. There are presently seven other full or part-
time employees.

Responsibilities
The SEA has ownership or responsibility for the following:

The convention center is owned and run by the SEA. Management

David L. Lawrence Convention . A :
of the convention center is contracted to the SMG Partnership under

Cent,
ener an arrangement providing for a fixed-fee and annual incentive fee.
Mellon Arena The SEA owns Mellon Arena and has leased it to SMG.
Heinz Field The SEA owns and leases Heinz'Field to the Pittsburgh Steelers for a
number of payments that vary with revenue.
The SEA owns and leases PNC Park to the Pittsburgh Pirates for a
PNC Park number of payments including base rent and others that vary with

revenue.

The SEA leases the Benedum Center to the Pittsburgh Trust for
Cultural Resources under a $1 per year lease renewable until 2064,

The SEA leases the History Center to the Historical Society of

Benedum Center

John Heinz Regional History Western Pennsylvania under a $1 per year lease that expires in 2016.

Center The Society has renewal options for three consecutive periods of 25
years each.

The North Shore Garage The SEA owns this facility and contracts its operation to ALCO

Parking under an operating agreement expiring in 2006.
North Shore Riverfront Park The SEA owns and operates the park.

The SEA owns, and is in the process of finishing, the Convention
Center Park infrastructure.

The SEA has paid for and is the owner of various infrastructure
related to the above developments.

Convention Center Park

Other The Stadium Authority is developing an additional parking garage in
the area between Heinz Field and PNC Park as well as other parks,
projects and improvements.
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