


















































































I&E Exhibit No. 1
Witness: Anthony Spadaccio

Implementation of Chapter 32 of the Public Utility Code
Regarding Pittsburgh Water and Sewer Authority

Docket Nos. M-2018-2640802 & M-2018-2640803

Exhibit to Accompany

the

Direct Testimony

of

Anthony Spadaccio, CRRA

Bureau of Investigation & Enforcement

Concerning:

Summary of the PWSA Compliance Plan

Introduction of I&E Witnesses

Documents Supporting the Compliance Plan

Projected Expenditures

52 Pa. Code § 73.7 – Capital Investment Plan Report

I&E Overall Recommendation



Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, Set RR-1 to RR-7 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 
 

{L0793783}  

 
Request: I&E-RR-6: Reference the Compliance Plan filed on September 28, 2018, 

Appendix A, p. 16, Focus Area 3.  Provide the most recent Credit 
Rating Agency reports from Moody’s Investors Service and S&P 
Global Ratings. 

 
 
Response: See I&E-RR-6 Attach A and B. 
 
Response 
Provided by:  

Edward Barca, Treasurer 
The Pittsburgh Water and Sewer Authority 

 
Dated: 

 
January 25, 2019 
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Summary:

Pittsburgh Water and Sewer Authority;
Water/Sewer

Credit Profile

US$217.345 mil fltg rate note rfdg of first ln synthetic rate debt ser 2017C dtd 12/05/2017 due 09/01/2040

Long Term Rating A/Stable New

Rationale

S&P Global Ratings assigned its 'A' rating to the Pittsburgh Water and Sewer Authority (PWSA), Pa.'s series 2017C

floating rate first-lien revenue bonds. The outlook is stable.

We have applied our primary utility revenue bond criteria to determine the authority's general creditworthiness and

have applied this rating to its senior-lien issues. We rate PWSA's subordinate lien one notch lower based on the

application of our criteria "Assigning Issue Credit Ratings Of Operating Entities" (published May 20, 2015, on

RatingsDirect) given the open status of the senior lien and the likelihood that PWSA will continue to use the senior lien

from time to time. Our view of PWSA's general creditworthiness is based on its very strong enterprise risk profile and

its strong financial profile.

The authority has been subject to scrutiny from local and state elected officials who voiced concerns over authority

operations, subsequently asking the state to perform an audit of PWSA. The results of the audit, released in November

2017, outlined a number of findings that in the Auditor General's opinion include "aging and deteriorating

infrastructure issues and financial and operational long-term viability issues…" and were an important factor in HB

1490, which would place PWSA under the state Public Utility Commission's (PUC) oversight as of April 1, 2018. The

bill, approved by the General Assembly and awaiting Governor Wolf's signature, would authorize the PUC to regulate

the authority's rates and fees. We understand that this would only apply to future rate cases, not the aggregate 49%

increases recently approved for fiscal years 2018, 2019 and 2020. While rate regulation of municipal owned systems is

less common in Pennsylvania and the exact details of the scope of regulatory oversight is not yet finalized, we view

this as currently neutral to credit quality. We have noted that generally rate regulation in Pennsylvania is supportive of

credit quality, although we would first look primarily to a history of the magnitude of what is awarded versus what is

requested in rate cases, as well as the timing, and how much of the substantial capital improvement plan (CIP) can be

put into the rate base with each review; the PUC is compelled to respond within 180 days. In our view, while serious,

the legislation is indicative of the identified need for infrastructure investments to which we have observed all parties

seem to agree are necessary. The CIP contains projects that are both based on PWSA's prioritization as well as those

reflecting consent decrees; much of the existing infrastructure was also built to serve a much larger population and a

workforce much different from today's. We understand that PWSA remains cooperative and in fact continues to work

with all parties toward a long-term solution. There also has not been resolution between PWSA and the vendor for the

now-expired management and operations agreement. PWSA alleged concerns primarily with water treatment
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techniques and meter replacements and the vendor countered with allegations of its own. We can predict neither the

timing nor outcome and are not factoring this into our credit analysis.

The enterprise risk profile reflects our view of Pittsburgh's:

• Role as the anchor and economic engine for western Pennsylvania, based on an employment base that has

reinvented itself from one which once relied heavily on manufacturing and industrial jobs;

• Rates for service that remain affordable, but have been pressured over the last decade by the unfunded mandates;

and,

• Operational management assessment (OMA) that we view as "good" even despite the aforementioned challenges.

The financial risk profile reflects our view of the system's:

• Adequate all-in debt service coverage (DSC) and liquidity, and while both appear to be on the cusp of steady

improvement, a five-year CIP of $1.17 billion through fiscal 2022--roughly 90% of which is intended to be funded

with additional debt--will pressure the overall financial risk profile;

• Decreasing exposure to interest rate risk and contingent liabilities. Just over half of PWSA's $645 million in total

outstanding long-term debt is variable rate, including $104 million in direct-purchase agreements with various

financial institutions. In recent years, however, PWSA has been able to not only negotiate a more favorable cost of

borrowing but also eliminated language in the continuing covenant agreements that could expose it to remote but,

potentially material, contingent risks. All of the variable-rate debt is synthetically fixed-rate, although the current

positions of the interest-rate swaps remain unfavorable; and,

• Good financial management practices and policies.

The first-lien bonds are secured by a senior-lien pledge on the net revenues of the authority's waterworks and sanitary

sewer system. A fully funded reserve in the amount of maximum annual debt service (MADS) provides additional

liquidity on the senior-lien bonds. Under the current master trust indenture, certain cash reserves are permitted to be

applied toward compliance with the rate covenant of either sufficiency (1x) across all liens from net revenues alone, or

1.2x from net revenues plus available reserves in the revenue fund, although the amended indenture proposes to

strengthen these covenants. PWSA has only very rarely had to rely on those reserves to satisfy the rate covenant in

recent years, and by our calculation not at all since 2010.

We understand that the proceeds of the series 2017C bonds will be used to advance refund a portion of the authority's

series 2008B-1, 2008B-2 and 2008D-2 bonds. The bonds will be issued initially at 70% of the LIBOR rate, with a

maximum interest rate at any time of 12%. The bond purchase date is Dec. 1, 2020, although they are callable six

months prior to that. This feature, in our view, along with a soft put, preclude the introduction of any contingent

liquidity risk. Once the series 2017C transaction closes, PWSA expects to have achieved the required consent of

two-thirds of bondholders such that new covenants will take effect on Jan. 19, 2019. Primarily, PWSA intends to

bolster its rate covenant to achieve at least 1.25x annual DSC of its senior-lien obligations plus 1.1x on its

subordinate-lien debt service and that net revenues alone (excluding any rate stabilization fund transfers) must be at

least sufficient to cover all annual debt service. We have noted in the past that the existing legal provisions are

permissive, and would view the new covenants as adequately removing this weakness.

Following the series 2017C transaction, PWSA will have approximately $519.5 million in outstanding senior-lien

obligations, $103.6 million in subordinate-lien debt, and $31.4 million in state PENNVEST loans. As of November
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2017, PWSA has also drawn $27.9 million on an $80 million committed line of credit with JPMorgan Chase Bank NA.

Enterprise risk

Pittsburgh Water and Sewer Authority provides drinking water and sewer collection to over 82,000 metered accounts

to most, but not all, of the city, as well as eight neighboring municipalities and one wholesale customer for needs

ranging from emergency interconnections and peaking to full requirements. It also provides sewer collection to the

entire city. While median household effective buying income (MHHEBI) is only 77% that of the U.S., the local

economy has long since transitioned from its historic manufacturing base. Although those sectors are still part of the

employment base, financial services, health care, and a booming technology sector are all important contributors to

the metropolitan statistical area (MSA). The Pittsburgh MSA has seen $1.8 billion in venture capital invested in the

telecommunications and high-technology sectors in the last decade, and also saw a major energy sector boom--one

which has since waned--from activity in the Marcellus and Utica shales. The stability of the regional economy is

reflected in an unemployment rate of 4.1% as of September 2017. We do not view there to be any dependence on the

authority's principal customers, given they include another water authority and the University of Pittsburgh.

Based on our OMA, we view PWSA to be a '3' on a scale of 1-6, with '1' being the strongest. An assessment of

"standard," in our opinion, implies that overall alignment between the system's operational characteristics and its

management is sufficient but not comprehensive. While we note, for example, that the city has an essentially unlimited

raw-water supply from the Allegheny River and overall system capacity that could support a population several times

the size of the current one, it is also the case that the authority's main focus remains the renewal and replacement of its

aging underground infrastructure. PWSA is also dealing--directly and indirectly--with mandates from environmental

regulators to address combined sewer overflows and wastewater treatment requirements. For example, Allegheny

County Sanitary Authority's (ALCOSAN) 2008 consent decree is expected to cost $3.6 billion by the final 2026

deadline; PWSA represents about 35% of ALCOSAN's total operating revenues based on the 2017 budget. PWSA has

also been working its way through its own consent decree since 2004. Most of the projects in scope for PWSA's

consent decree have already reached substantial completion, and some of the remaining projects have been proposed

to environmental authorities to be addressed using green infrastructure. Although management has been separating

the sewer system in the areas of growth and redevelopment, 77% of the collection system is still a combined storm and

sanitary infrastructure. The water distribution system is also an identified area of opportunity given the relatively high

nonrevenue water percentage, although this includes free service to the city that PWSA is compelled to provide. The

city also entered into a consent decree in November 2017 for corrective actions related to federal lead and copper rule

requirements in its drinking water system. To support the CIP, the authority's board has adopted a practice of

multiyear rate adjustments, most recently base-rate adjustments of 28%, 10% and 11% in fiscal years 2018, 2019 and

2020, respectively. PWSA also passes through all costs from ALCOSAN, although it is uncertain if the state PUC will

provide management the ability to continue to pass through administratively any cost increase from ALCOSAN or if it

will require some kind of regulatory approval. Based on S&P Global Ratings' universal assumption of 6,000 gallons of

both water and sewer service, a monthly residential bill as of fiscal 2018 will be nearly $100, or over 3.0% of MHHEBI.

Financial risk

Annual DSC for PWSA has consistently been 1.3x or better, even when treating transfers and subsidy payments as an

operating expense. In addition to making a transfer payment to the city's general fund, PWSA also provides the city
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free service. It also provides a legacy payment that ultimately subsidizes the cost of water to a portion of the Pittsburgh

area not served by PWSA, although it is possible PWSA could gain relief from that payment once under PUC

oversight. All-in DSC by our calculation has been closer to 1.1x; all-in coverage is our adjusted debt service calculation

that includes all utility system obligations regardless of lien or accounting treatment.

The system's liquidity remains an area of consistency and credit strength. Total available reserves also include the line

of credit, in place through July 2020. All told, liquidity remains sound, usually equivalent to four-to-six months of

operating expenses. Given the goal of setting rates to achieve DSC of 1.3x or better and funding the CIP using 10% to

15% pay-as-you-go sources, the authority's financial forecast is one that, in our view, could realistically generate the

requisite CIP funding to boost operational performance and lead to stronger and more consistent financial

performance, all of which could, in turn, lead to a higher rating, even if beyond our two-year outlook horizon. We

would approach upward rating potential cautiously, however, until there is greater detail to--and a record of--PUC

oversight.

Based on our financial management assessment (FMA), we view the authority to be a '2' on a scale of 1-6, with '1'

being the strongest. An FMA of "good" indicates that we consider practices currently good, but not comprehensive.

The authority maintains many best practices we believe are critical to supporting credit quality, particularly in the

finance department. These practices, however, may not be institutionalized or formalized in policy, or may not be as

robust as comparable utilities with an FMA of "strong." The FMA of "good" includes a well-detailed long-term financial

plan that management intends to implement to support its identified capital commitments. The authority also has

implemented new, more comprehensive and conservative budgeting assumptions that better capture annual revenue

requirements. We understand that the authority's management team regularly tracks budget-to-actual performance

and that the new management team is instituting a number of additional best practices to target consistently higher

levels of financial performance, minimizing the need to meet a rate covenant of either sufficiency (1x) across all liens

from net revenues alone, or 1.2x from net revenues plus unrestricted cash and investments in the authority's revenue

fund.

Outlook

The stable outlook reflects S&P Global Ratings' expectation that the authority's demonstrated willingness to raise rates,

including its practice of multiyear rate increases, will minimize any reliance on available cash balances just to meet its

rate covenant in coming years and allow that cash to be deployed for utility purposes. Even though management has

unwound nearly all of the contingent risks associated with its long-term debt structure, its capital structure remains

complex. It is also predicated in part on rating stability, which is why we are assuming management will try to resolve

some of the ongoing concerns regarding operations and governance as soon as practicable. We will also likely keep in

place the one-notch rating distinction between the first- and subordinate-lien debt.

Upside scenario

As the potential financial risks continue to become more remote over time and reliance on cash reserves remains

infrequent, a higher rating could still be warranted, even if beyond our outlook horizon and even from a stable outlook.

We assume that PUC oversight will eventually be supportive of credit quality, but we would first look at the scope of
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regulation, then the record of the timing and magnitude of rate relief, and how the myriad of capital expenditures will

be financed before considering an 'A+' rating.

Downside scenario

Conversely, should the size and scope of the capital program cause the financial profile to weaken, we could lower the

rating.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,

have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.

Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is

available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating action can be found

on the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the

left column.
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Pittsburgh Water & Sewer Authority, PA
Update following downgrade to A3; outlook negative

Summary
Pittsburgh Water & Sewer Authority, PA's credit profile is highly constrained by its narrow
cash position, with roughly 60 days' cash on hand expected at the close of 2018, well below
average for similarly sized peers. While we expect definitive improvements to operations
and controls given Pennsylvania Public Utility Commission oversight, effective as of April
2018, the Authority is also pressured by the need for major capital spending. The system's
infrastructure has been impaired by years of disinvestment. Coupled with a substantial
consent decree through ALCOSAN and elevated lead levels in the city's water, the Authority
will necessarily add to its already high leverage in the near term.

Moody's downgraded Pittsburgh Water & Sewer Authority, PA's First Lien Revenue Bonds to
A3 from A2 on October 15, 2018. Approximately $570 million of first lien revenue debt was
affected by the rating action. The outlook remains negative.

Credit strengths

» Diverse, urban Pittsburgh (A1 stable) service area, supported by strong “eds & meds”
presence

» Considerable size; system assets include water conveyance and treatment, and sewer
conveyance that ties to ALCOSAN

» Significant rate increase just implemented; PUC oversight should bring improvements and
controls

Credit challenges

» Substantial debt burden; debt ratio is 116%

» Narrow coverage and liquidity

» Long term inadequate maintenance of infrastructure has led to severe inefficiencies and
has contributed to a projected $2.3 billion in capital improvement needs; plan to be
implemented over ten years

» Projected doubling (roughly) of the capital budget within one year’s time presents further
challenges to planning and administration

» Exposure to a large regional consent decree through ALCOSAN

» Elevated lead levels in water persist
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Rating outlook
The negative outlook reflects our concern that historical operating and maintenance inefficiencies will continue, posing a challenge to
full implementation of a much needed capital improvement plan. While the PUC has taken on an oversight role, and we expect the
effects of regulation to be generally positive, PWSA is still in the beginning stages of addressing its major capital needs and operating
deficiencies.

In the absence of substantially improved maintenance of the Authority's infrastructure, and a substantially improved liquidity position,
the negative outlook reflects our expectation of continued downward rating pressure.

Factors that could lead to an upgrade

» Meaningful reduction in leverage

» Substantial improvement in liquidity that is maintained over several reporting periods.

Factors that could lead to a downgrade

» Further narrowing of debt service coverage and liquidity position

» Inability to raise rates with necessary frequency to meet debt service coverage covenants while also funding significant deferred
capital improvements

» New revenues not deployed effectively to address near term infrastructure and operating needs

» Escalation of environmental concerns, particularly lead levels in treated drinking water

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

Key indicators

Exhibit 1

System Characteristics

Asset Condition (Net Fixed Assets / Annual Depreciation) 43 years

System Size - O&M (in $000s) $157,220 

Service Area Wealth: MFI % of US median 87.1%

Legal Provisions

Rate Covenant (x)                     1.10 

Debt Service Reserve Requirement DSRF funded at lesser of standard 3-prong test (Aa)

Management

Rate Management  A 

Regulatory Compliance and Capital Planning  Baa 

Financial Strength

2013 2014 2015 2016 2017

Operating Revenue ($000) $142,657 $164,255 $174,164 $180,727 $202,996 

System Size - O&M ($000) $109,254 $125,766 $131,694 $148,593 $173,392 

Net Revenues ($000) $47,112 $53,014 $57,455 $49,174 $47,071 

Net Funded Debt ($000) $761,001 $756,321 $747,615 $727,526 $817,394 

Annual Debt Service ($000) $43,770 $47,519 $58,346 $59,380 $57,818

Annual Debt Service Coverage (x) 1.08 1.12 0.98 0.83 0.81

Cash on Hand 113 days 91 days 78 days 53 days 23 days

Debt to Operating Revenues (x) 5.3x 4.6x 4.3x 4.0x 4.0x

Source: Moody's Investors Service and Pittsburgh Water & Sewer Authority audited financial statements

Profile
PWSA is an authority of the city of Pittsburgh, providing water treatment and conveyance to 84% of the city's population and sewer
conveyance for the entire city.

Detailed credit considerations

Service Area and System Characteristics: Large and Stable Pittsburgh Service Area; Considerable Aged Infrastructure
Concerns
The authority provides water distribution and wastewater collection and conveyance for the city of Pittsburgh and neighboring
municipalities. The city's healthy and growing economy, as well as its exposure to the strong “eds & meds” presence from healthcare
and higher education institutions, are positives for the authority.

The authority's 10 largest customers (33% of revenues) include Riverbend Properties (formerly Bay Valley Foods), Fox Chapel Authority
(Aa3 no outlook), University of Pittsburgh (Aa1 stable), Carnegie Mellon University, Allegheny County (A1 positive), the city's public
housing authority, and a state prison. All of the authority's five largest customers have been in the city for at least 75 years.

The authority continues to maintain an ample water supply, providing water to a population of approximately 306,000. The system is
permitted to draw up to 100 million gallons per day (MGD) from the Allegheny River, its sole water source, though average demand
for water is well below that level, at 70 MGD. The authority treats drinking water at one plant located on the river, as well as a
microfiltration plant at one of its reservoirs. The authority has capacity to store approximately 3 days' worth of finished water for
uninterrupted supply to its customers.

3          15 October 2018 Pittsburgh Water & Sewer Authority, PA: Update following downgrade to A3; outlook negative
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The authority does not treat wastewater. It transmits all of its sewage to the Allegheny County Sanitary Authority (ALCOSAN, revenue
bonds rated A1). There is no contractual limit to the amount of sewage that can be conveyed, however, during wet weather events, the
existing system frequently overflows.

The system currently experiences unusually large water loss. The authority estimates that it loses close to 50% of its pumped water
annually due to its aged infrastructure and insufficient maintenance. This is perhaps an over-estimate, but definitive loss is not
currently calculable, as key points of the system are not metered. A modernization of the metering system with mapping is a crucial
part of the authority's latest five year Capital Improvement Plan (CIP). Other important improvements include engaging enough
personnel to carry out maintenance of the system's general infrastructure up to current industry standards. These kinds of ordinary
updates and infrastructure improvements are sorely lacking today, adding to cost inefficiencies, and exacerbating the natural wear and
tear on an already aged system.

In April of 2016, the authority was ordered by the Pennsylvania Department of Environmental Protection (PADEP) to test for lead in the
drinking water treated by PWSA, related to an unauthorized use of alternative corrosion control chemicals. Samples from 100 homes in
June 2016 found lead of 22 parts per billion (ppb) at the 90th percentile. The EPA action level for lead at the 90th percentile is 15ppb,
at which level additional testing in terms of frequency and number of samples is required and mitigation efforts are needed. About
83% of sample results were below the action level and some were non-detect. The authority believes these lead readings are due to
lead in the pipes bringing water to individual homes, rather than lead in system mains. The largely random dispersion of where high
lead levels have been found seems to support this hypothesis.

In June 2018, the authority had its first lead level reading below the EPA threshold in two years, at 10ppb at the 90th percentile. The
authority continues to comply with pipe replacement requirements, and will continue to test for lead through December 2018.

Debt Service Coverage and Liquidity: Rate Increase To Strengthen Debt Service Coverage
Liquidity and reserve levels continue to narrow, with the authority reporting an $11 million operating deficit in 2017, reducing cash
to $11 million at year end 2017, or a very narrow 29 days' cash on hand in the operating fund. When reserve funds are included, the
days cash calculation improves to 54 days, though this is well below the authority's own historical operating norms as well as deficient
versus similarly sized peers. Median days' cash on hand for Moody's-rated water and sewer systems in the US generating revenues of
more than $100 million annually is 392 days.

Also as of audited 2017 financials, debt service coverage absent the use of free cash is below one time, at 0.81x, falling below the
previous years' coverage of 0.96x. We note that PWSA is not in violation of its bond covenants, as its indenture allows for the use of
free cash to meet debt service requirements through fiscal year 2018. Beginning in 2019, however, the authority must meet a 1.10x
coverage test on its consolidated debt service and a 1.25x coverage test on its senior debt service without the use of free cash. Notably,
median debt service coverage for the above referenced peer group is 2.2x as of fiscal 2017, again well above PWSA's coverage ratio.

The authority implemented a 28% rate increase in early 2018 in order to meet its new covenant requirements. It also applied for a
subsequent 17% rate increase with the PUC in July, thought the commission has 270 days to approve or deny the request, which could
delay further revenue increases until the first quarter of 2019. The authority has publicly projected a -$7.5 million operating deficit for
fiscal 2018. We believe this estimate to be conservative, largely due to the fact that the authority has not begun several projects that it
had originally budgeted for the year. This should provide PWSA with a reserve cushion that is more favorable than current projections
indicate, but the deferred projects are necessary and integral to the system's basic operations; continued delays to system maintenance
are a strong credit negative.

The authority's substantial fixed cost burden also continues to pose credit concern. Total debt service, including ordinary swap
payments, was a considerable $52 million during fiscal year 2017, or 39% of total operating revenue. Debt service is the second largest
expense the authority has after its “direct operating expense” of $70 million. This level of fixed costs is problematic, as it reduces
financial flexibility and crowds out other spending. The authority will necessarily increase its debt burden in the near term to address
the beginning stages of its $2.3 billion CIP.

4          15 October 2018 Pittsburgh Water & Sewer Authority, PA: Update following downgrade to A3; outlook negative

I&E-RR-6 Attach B

aspadaccio
Text Box
I&E Exhibit No. 1Schedule 1Page 12 of 16



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

We further note that at the time of our last review, the authority had expected 2017 to end with a surplus, while the actual result
was a material deficit. The authority's fiscal challenges continue to be exacerbated by poor management and high turnover in senior
administration. Unreliable information will also continue to pose negative credit pressure for the authority.

LIQUIDITY
The authority has projected ending days' cash on hand for 2018 to be a narrow 56.8 days' including reserve monies, and a meager 8.8
days' when reserves are excluded. Our best estimates, based on year-to-date financials as of October 2018, show a somewhat more
favorable cash position. Should the authority's original projections actually be realized, liquidity concerns would further pressure the
credit profile.

Liquidity for capital expenditures is supported by an $150 million revolving credit facility with JP Morgan Chase Bank, NA (Aa2 (cr)). An
emergency $20 million liquidity line is in place with PNC Bank, NA (A2 (cr)).

Debt and Legal Covenants
The authority introduced a new indenture in 2017, which strengthened the rate covenant. The new requirement is 125% of senior debt
service coverage plus 110% of subordinate debt service coverage. Free cash will no longer be used to increase coverage under the new
indenture. The new test is effective for fiscal year 2019.

DEBT STRUCTURE
The additional borrowing implied by the authority's capital needs will increase an already elevated debt burden. The authority's
total debt is equal to 116% of fixed assets, well above similarly sized peers. The outstanding debt amortizes slowly, with only 36% of
principal scheduled to be repaid in the next 10 years.

The authority maintains pronounced risks associated with its debt profile in the face of already-narrow coverage levels. The authority's
$675 million of bonded debt includes $570 million of senior-lien bonds, and $104 million of privately placed subordinate-lien bonds.
The authority also maintains $33 million outstanding in PennVest loans and an $80 million revolving credit facility, of which $52
million is currently drawn. With the 2017 indenture, the PennVest loans and JPM revolving credit facility, previously third lien debt, will
now be allowable as parity to the subordinate bonds.

All of the subordinate-lien bonds and roughly $219 million of senior-lien bonds are variable rate (approximately 48% of total bonds
outstanding). The 48% rate is down from a high of 55%. Assured Guaranty Municipal Holdings Inc. (Baa2 stable / A2 insurance
financial strength) insures much of the authority's variable rate bonds and all of the authority's swaps, and provides the surety policy
for all debt service reserve funds. This counterparty concentration may adversely impact the authority should AGM's credit quality
deteriorate. In addition, the authority's VRDO debt requiring liquidity and credit support is provided by Bank of America, N.A. (23%, A1
(cr)), and PNC Bank, N.A. (45%, A1 (cr)). The remaining variable rate debt is privately placed.

DEBT-RELATED DERIVATIVES
The authority has entered into floating-to-fixed rate swaps in connection with all of its variable rate debt ($322 million) under ISDA
Master Agreements with JPMorgan (64%) and Merrill Lynch and Co., Inc. (36%, Baa1 RUR), whereby the authority pays a fixed interest
rate semi-annually (4% on average) and receives SIFMA monthly.

AGM provides swap insurance for all swaps and, despite a negative $91 million aggregate mark-to-market as of October 2017,
no collateral is required to be posted unless an Insurer Event occurs. The amortization schedule for each swap mirrors that of the
corresponding bonds and the swaps terminate at bond maturity. For all of the swaps, per the 2017 indenture, regularly scheduled swap
payments are subordinate to subordinate bond debt service. Early termination is optional for the authority only, and termination by
the counterparty depends upon specified termination events, including the downgrade of PWSA's underlying rating below investment
grade. An authority termination payment would be subordinate to first and second lien debt service payments.

PENSIONS AND OPEB
The authority's employees participate in the city's pension program. However, the authority itself is under no obligation to the city to
fund any portion of the city pension plan.
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Management and Governance
Continued turnover at the senior managing level of the authority is a considerable credit concern and, in our view, has negatively
impacted the authority's ability to provide accurate and timely information.

Management volatility is particularly concerning here, since the system has overwhelming capital needs, not only in its infrastructure,
but also in its technology systems. Strong leadership will be critical given the proposed plan. In order to achieve the improvements set
out in the CIP, even if only near term projects are considered, the authority will require consultants, extensive planning, and sizeable
staff increases. Without strong governance, continued unresolved inefficiencies are a major concern. The authority also manages an
extensive swap portfolio and a relatively tight liquidity position; strong governance of its finances is also crucial to the authority's future
success.

The authority is currently managed by a seven member board, with at least six members appointed by the mayor and one by the city
council. The authority provides water at no cost to city-owned buildings and public areas. The city and authority are in the process of
renegotiating their cooperation agreement to more accurately reflect the exchange of services provided.

Pennsylvania's Public Utility Commission began oversight of the authority in April 2018. The PUC is responsible for regulating the
authority's rate making, operating effectiveness, and debt issuance. We expect that the PUC will help to bring standardization and
effective governance to the authority's future operations. While we expect the PUC to approve rate increases that will help PWSA to
comply with its bondholder covenants, but the approval process for increases can be lengthy, and could pose short term pressures for
the authority.
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, Set RR-1 to RR-7 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 
 

{L0793783}  

 
Request: I&E-RR-7: Reference the Compliance Plan filed on September 28, 2018, 

Appendix A, p. 16, Focus Area 3.  Explain in detail, if there has been 
any change to PWSA’s bond covenant requirements regarding debt 
service coverage ratios subsequent to the Amended and Restated 
Trust Indenture Between PWSA and The Bank of New York Mellon 
Trust Company, N.A. Amended and Restated as of November 1, 
2017. 

 
 
Response: The bond covenant requirement change that took effect on January 1, 

2019 as stated in the Amended and Restated Trust Indenture as of 
November 1, 2017 is as follows: 

 PWSA is required to meet a 1.10x debt service coverage ratio on its 
consolidated debt service and a 1.25x debt service coverage ratio on 
its senior debt service without factoring in unrestricted cash or the 
City of Pittsburgh Co-Op agreement Payments.   

 
Response 
Provided by:  

Edward Barca, Treasurer 
The Pittsburgh Water and Sewer Authority 

 
Dated: 

 
January 25, 2019 
 

 
 
 

aspadaccio
Text Box
I&E Exhibit No. 1Schedule 2Page 1 of 1



Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, Set RR-1 to RR-7 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 
 

{L0793783}  

 
Request: I&E-RR-2: Refer to PWSA’s discussion of capital investment as presented on p. 

7 of its Compliance Plan filed on September 28, 2018 that 
contemplates PWSA increasing capital investment by $155 million in 
2019, $256 million in 2020, and $327 million in 2021 to address 
decades of deferred investment.  For each year of investment, 2019 
through 2021, identify the amount of funding that PWSA has or will 
plan to obtain from the following sources: 

 
A. Bond issuances; 

 
B. Internally generated funds; 

 
C. Long-term financing; 

 
D. Short-term financing; 

 
E. Grants; 

 
F. PennVest funding; 

 
G. Distribution System Improvement Charge (DSIC). 

 
 
Response: See I&E-RR-1 Attach A which lists the source of funds for each 

project. All funding is anticipated to be bond funded, unless PennVest 
funding, grants, PAYGO, or DSIC funding becomes available.   

 
Response 
Provided by:  

Jennifer Presutti, Budget Director 
The Pittsburgh Water and Sewer Authority 

 
Dated: 

 
January 25, 2019 
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 

to the Interrogatories of the Bureau of Investigation and Enforcement, 

Set I&E-PS-22 through I&E-PS-42 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 

 

 

{L0798854} 

 

Request: I&E-PS-28 Identify PWSA’s specific plans for financing for lead service line 

replacements planned for 2020 through 2024, including possible 

use of a distribution system improvement charge and any 

grant/low interest loan opportunities. 

 

 

Response:  PWSA and PennVEST are in the process of discussing a potential 

multi-year grant/loan program to cover private side lead service 

line replacements.  PWSA is also seeking other funding sources 

including federal funds for infrastructure projects and foundation 

funding. 

 

PWSA is evaluating the use of a DSIC mechanism to finance lead 

service line replacements. 

 

 

Response 

Provided by:  

Robert A. Weimar, Executive Director 

The Pittsburgh Water and Sewer Authority 

 

Dated: 

 

February 28, 2019 
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I&E Exhibit No. 2
Witness: D. C. Patel

PENNSYLVANIA PUBLIC UTILITY COMMISSION

v.

PITTSBURGH WATER AND SEWER AUTHORITY

Docket Nos. M-2018-2640802 and M-2018-2640803

Exhibit to Accompany

the

Direct Testimony

of

D. C. Patel

Bureau of Investigation and Enforcement

Concerning:

COMPLIANCE PLAN



Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-4: Reference PWSA’s Compliance Plan concerning the discussion of its
compliance status and interim plan with 52 Pa. Code Section 65.16:
System of Accounts (NARUC - USOA) as presented on pp. 62-63.
Under its current proposal, PWSA indicates that it will have the ability
to generate reports of financials under the NARUC - USOA by no later
than FY 2021. Provide the following information:

A. Explain how PWSA estimated FY 2020 to FY 2021 as the time
period for generating a report of financials by the current system
and by the USOA chart of accounts;

B. State the earliest time PWSA can fully convert to the USOA chart
of accounts and explain why this is the earliest time possible; and

C. Explain current and future potential developments that may cause
PWSA to revise either the timeline or the process that it proposes.
If so, identify the development(s) and indicate how it/they will
impact the timeline as proposed.

Response: A.
and
B.

Given the complexity of procuring and implementing a new
ERP system, PWSA believes that it will be able to provide
reporting using the NARUC chart of accounts after full
implementation, anticipated to be in FY2020. Through 2019,
PWSA will manually convert the information provided through
its current financial system and its current chart of accounts
into the preferred format.

C. PWSA can implement this sooner, should the procurement and
implementation timeline shorten.

Response
Provided by:

Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-10: Reference PWSA’s Compliance Plan concerning the discussion of its
compliance status and plan with 52 Pa. Code Section 69.267: Customer
Assistance Programs (CAP) as presented on pp. 75-76. Identify the
date that PWSA implemented or plans to implement each of the
following CAP elements:

A. Winter Shut Off Moratorium;
B. Bill Discount Program;
C. Hardship Program; and
D. Private Lead Line Replacement Community Environmental Project.

Response:
A. 10/26/17
B. 11/8/17
C. 4/2/18
D. 8/6/18

Response Julie Quigley, Director of Administration
Provided by: The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 

to the Interrogatories of the Pittsburgh United, Set II in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 

 

{L0804590.1}  

Supplemental Response 

Request:  UNITED II-5 How many customers enrolled in PWSA’s Bill Discount Program 

(BDP) since the program’s inception, disaggregated by month and 

income tier? This is a continuing request.  Please provide updated 

information at the conclusion of each month. If possible, please 

provide the data in response to this question in a form which is 

the same or substantially similar to the following table:  

 

2018 0-50% FPL 51-100% FPL 101-150% FPL 

January    

…    

2019    

January    

…    

 

Response:  2018  

January 87 

February 1,118 

March 1,758 

April 1,882 

May 1,968 

June 2,022 

July 2,068 

August 2,124 

September 2,174 

October 2,240 

November 2,222 

December 2,360 

2019  

January 2,504 

February 2,677 

 

PWSA has an online dashboard to the data that the Dollar Energy 

Fund (DEF) collects from its customers.  This dashboard does not 

contain a report on customer poverty levels under the Bill 

Discount Program. 

 

Response 

Provided by:  

Julie Quigley, Director of Administration 

The Pittsburgh Water and Sewer Authority 

  

Dated:   March 6, 2019 
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-19: Reference PWSA’s Compliance Plan concerning the discussion of its
compliance status and plan about the Capital Lease Agreement with the
City of Pittsburgh as presented on p. 107. Regarding PWSA’s
assertion that “[t]he Capital Lease Agreement stipulates minimum
lease payments, all of which were satisfied during the initial three years
of the lease,” provide the following:

A. A copy of the Capital Lease Agreement;

B. Identify the date and amount of each lease payment that PWSA
made to the City of Pittsburgh; and

C. Indicate whether the City has provided PWSA with any
documentation acknowledging the payments that PWSA made. If
so, provide copies of any such documentation.

Response: A. See I&E-RE-19 Attach A and Attach B.
B. The Capital Lease Agreement stipulates minimum lease

payments of approximately $101 million, all of which were
satisfied during the initial three years of the capital lease.

C. At this time, PWSA has not been able to locate this
documentation from the City from 1995 but PWSA’s payment
has been well documented in various bond related documents
and audited reports. See, for example, PWSA’s 2017 Audited
Financial Statements, p. 11 available at:
http://www.pgh2o.com/finance

Response
Provided by:

Debbie M. Lestitian, Chief Corporate Counsel and Chief of Administration
The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-20: State whether PWSA is aware of any action that the City of Pittsburgh
is considering that may attempt to terminate PWSA’s option to acquire
utility assets of the City of Pittsburgh identified in the Capital Lease
Agreement for a total consideration of one dollar in 2025. If so,
provide the following information:

A. The type of action that the City of Pittsburgh is considering; and

B. Any written documents in PWSA’s possession that reference any
such action, including but not limited to written communications,
meeting minutes, resolutions, press releases, and written
statements.

Response: PWSA is not aware of any current actions on the part of the City of
Pittsburgh to terminate PWSA’s option to acquire utility assets as
identified in the Capital Lease Agreement. However, PWSA is aware
of discussions related to this from the spring of last year. According to
public records available, City of Pittsburgh Resolution File # 2018-
0287 was read and referred on March 20, 2018 by City Council to a
Standing Committee (Committee on Intergovernmental Affairs).

Information and documentation is available from the City’s Legislative
Information Center (LIC):
https://pittsburgh.legistar.com/Legislation.aspx (search 2018-0287)
or
https://pittsburgh.legistar.com/LegislationDetail.aspx?ID=3380557&G
UID=65B636AA-182B-49E4-BCF6-
72C0712AEC61&Options=ID|Text|&Search=2018-0287

Response Julie Quigley, Director of Administration
Provided by: The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 

{L0793771}  

Request: I&E-RE-11: State whether PWSA has a domicile policy for employees (i.e., a 
policy that requires employees to be domiciled in the City of 
Pittsburgh), and if so, provide the following information: 
A. A copy of the domicile policy that is in place; 
B. Indicate whether the domicile policy applies to both existing 

employees and job applicants; and 
C. Indicate whether the domicile policy is enforced by the City of 

Pittsburgh or PWSA. 
 
Response: A. A copy of PWSA’s Domicile Policy is available at:  

http://pgh2o.com/Domicile_Policy.  See also OCA-XI-32 
Attach A which was provided during the PWSA rate case and is 
available at Eckert Share File No. L0775218. 

 B.  The domicile policy applies to all employees, except those 
specifically exempted by the Board’s Executive Committee. 
These exemptions are not codified in the Policy, but are 
individually approved by the Board’s Executive Committee.  
 
To date, approximately 30 positions have been exempted from 
Domicile requirements. At this time, about 10 non-union and 
management employees have been hired as domicile exempt 
employees. Existing Unionized or other non-union positions are 
not exempt at this time from the Domicile policy requirement. 
However, an existing employee could be promoted to a position 
that would change their domicile status from required to 
exempt.  
 

 C. The domicile policy is a general requirement for employed 
positions within the City of Pittsburgh, except for Police staff 
who were exempted by a decision of the PA Supreme Court. 
PWSA historically reviewed the domicile address of every staff 
person annually, based upon self-reporting by each employee. 
Individuals who are believed to be in violation of the Domicile 
Policy are investigated by the City’s Office of Municipal 
Investigation (OMI) department. Demonstrated violators are 
given a 5 day suspension pending termination with a provision 
that if a city domicile address is provided the suspension or 
potential termination will be voided. 

 
Response 
Provided by:  

Robert A. Weimar, Executive Director 
The Pittsburgh Water and Sewer Authority 

Dated: January 25, 2019 
 

  

http://pgh2o.com/Domicile_Policy
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 

{L0793771}  

Request: I&E-RE-12: If PWSA has a domicile policy in place, indicate whether there are any 
positions exempt from the domicile policy.  If so, identify the exempt 
positions and provide the basis for exemption. 

Response: At this time, approximately 30 positions are exempt from the City 
Domicile policy.  The current list of positions that are exempt and 
which includes only those that PWSA desires to fill are:  

Each domicile exempt position was selected based upon the lack of 
applicants with the qualifications and experience needed. The 
primary positions which pose the least qualified City applicants are 
professional engineers, SCADA manager, Project Managers, Senior 
Managers in engineering, compliance professionals, Project 
Managers, and Field Operations and Water Production departments. 
The lack of qualified Water Treatment operators, Plumbers, 
Laboratory staff, Project Managers, welders, electricians and 
mechanics has required PWSA to engage embedded Consultants and 
Operating staff who work full time as contracted workers. In 
addition, PWSA engages specialty contractors to address everyday 
maintenance and operations needs. This work force comprises more 
than 10% of the Authority, and are engaged to work with PWSA staff 
at a 150 to 200% cost premium. The cost premium has added more 
than $2 Million per year just to our annual Non-Unionized work 
force cost.  PWSA is working to stabilize our workforce through 
hiring of permanent workers in every position. 

 
Response 
Provided by:  

Robert A. Weimar, Executive Director 
The Pittsburgh Water and Sewer Authority 

Dated: January 25, 2019 

Executive Director Director of Engineering Director of Operations 
Director of Production Laboratory Manager SCADA Manager 
Scada Technician Environmental Compliance 

Manager 
Chief of Administration 

Director of Administration Project Manager Process Engineer 
Deputy Director of Operations Network Systems Administrator Performance Manager 
Associate Project Managers 
Engineering 

Deputy Director of Finance--
Treasurer 

AMI--Billing Manager 

Senior Managers (Capital 
Projects/Lead) 

Senior Managers (3) Field 
Operations 

Senior Manager Projects--
Operations 

Senior Managers (4) Engineering Environmental Compliance 
Coordinator 

Business Intelligence Analyst 

GSI Modeler-Engineering Director of Information 
Technology 

Operator of Record 
(Operations) 

Senior Engineering Technician   
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 

{L0793771}  

Request: I&E-RE-22: Reference PWSA’s Compliance Plan concerning the discussion of its 
compliance status and plan about the billing arrangement with 
Pennsylvania American Water for the water rate subsidy as presented 
on p. 113.  Provide a detailed explanation of all efforts PWSA has 
made to date to eliminate or phase out this subsidy, all future plans to 
eliminate or phase out this subsidy, and the target date by which the 
water rate subsidy will be completely eliminated or phased out. 

 
 
Response: PWSA anticipates filing a rate case and receiving PUC approval prior 

to 4/1/2020 which is the earliest date PAWC can file their next rate 
case.  If successful, PWSA’s rate would exceed that of PAWC, and the 
subsidy would be unnecessary. 

 
 
Response  Julie Quigley, Director of Administration 
Provided by: The Pittsburgh Water and Sewer Authority 
 
Dated: January 25, 2019 
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Response of Pittsburgh Water and Sewer Authority (“PWSA”) 
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in 

Docket No. M-2018-2640802 and Docket No. M-2018-2640803 
 

{L0793771}  

Request: I&E-RE-23: Reference PWSA’s Compliance Plan concerning the discussion of its 
compliance status and plan about the Bulk Wastewater Conveyance 
Agreements as presented on p. 124. 
A. Provide a listing of current Bulk Wastewater Conveyance 

Agreements indicating names of utilities/authorities, effective dates 
of agreements, time periods of agreements, and wastewater 
conveyance tariff rates;   

B. Clarify whether the terms of any existing bulk wastewater 
conveyance agreements have the effect of causing PWSA to 
provide wastewater conveyance at a financial loss; and 

C. Explain the scope, potential rate effect, and status of any existing, 
proposed or contemplated agreement between PWSA and 
ALCOSAN for the transfer of operation and maintenance 
responsibilities for certain multi-municipal trunk line sewers 
currently operated and maintained by PWSA.  

 
Response: A. 

 
Many of the Bulk Wastewater Conveyance Agreements still in effect 
were negotiated prior to the creation of ALCOSAN in 1955.  These 
documents are only located in hard-copy at PWSA’s headquarters 
and would require additional time and a special study to locate the 
detailed information requested here.  A listing of the specific 
agreements is set forth in I&E-RE-23 Attach A.  A study titled 
CONNECT Multijurisdictional Sewer Management Study from 2011 
describes many of the agreements at pages 9-18.  The CONNECT 
Study is attached as I&E-RE-23 Attach B.  

 B. While some include cost sharing percentages for the repair and 
replacement of sewer main lines; some do not include charges the 
municipalities are required to pay PWSA for conveyance and/or 
system repairs.   

 C. There is no agreement between PWSA and ALCOSAN regarding the 
transfer of PWSA’s conveyance lines to ALCOSAN from various 
municipalities.  While negotiations between PWSA and ALCOSAN 
are underway, PWSA is not in a position at this time to explain the 
scope, potential rate effect or status of any potential future agreement 
that may be finalized.  To the extent those negotiations are 
successful, the existing agreements would likely become null and 
void.  Exhibit B of the CONNECT Study is a draft model trunk sewer 
intergovernmental cooperation agreement that formed the starting 
basis for the current negotiations between ALCOSAN and PWSA. 

 
Response 
Provided by:  

Robert A. Weimar, Executive Director 
Rick Obermeier, Director of Operations 
The Pittsburgh Water and Sewer Authority 

 
Dated: 

 
January 25, 2019 
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Response of
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

SECOND SUPPLEMENTAL

Request: I&E-RE-13: Provide the total number of uncollectible accounts and dollar amounts
by customer class by year for the years ended December 31, 2016,
December 31, 2017, and December 31, 2018 and identify the top fifty
highest balance uncollectible accounts listing customer name and the
amount owed as of December 31, 2016, December 31, 2017, and
December 31, 2018.

Response: PWSA has rights to utilize collection agencies, service terminations,
liens, and real property sales to protect its interests, limit further losses,
and motivate payments from delinquent customers. Due to this
leverage, PWSA's current policy is not to write off bad debts.

determines its annual reserve for uncollectible accounts based on an
analytical review of outstanding accounts and historical collection data.
That review process is scheduled to occur in February 2019. PWSA
does, however, maintain an aging report which identifies all amounts
that have been billed to customers. Importantly, this information
includes amounts that have just been billed and are not yet overdue.

rt through 1/24/19 is attached as
CONFIDENTIAL I&E-RE-13 Attach A.

Response Julie Quigley, Director of Administration
Provided by: The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019

Supplemental
Response: The amounts below identify dollars by known customer class that

PWSA does not anticipate being able to collect because they are
associated with properties that have been permanently vacated, razed,
discharged bankruptcies, and/or shut-off at the curb and are unlikely to
result in payment of the outstanding debt.

Dated: February 15, 2019

Supplemental

2016 Unknown $10,615,732.23
2016 Residential - $8,935,874.98
2016 Commercial - $376,097.86
Total 2016 $19,927,705.07

2017 Unknown $10,810,104.15
2017 Residential - $8,964,670.43
2017 Commercial $2,260,610.39
Total 2017 - $22,035,384.97

2018 Unknown - $10,776,557.59
2018 Residential - $9,247,134.11
2018 Commercial - $2,678,837.23
Total 2018 $22,702,528.93

cswilson
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Response of
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

SECOND SUPPLEMENTAL
Second Supplemental
Response: See I&E-RE-13 Attach C: Top 50 Uncollectible Accounts 2016-2018

by customer classification. This provides the same data as included on
CONFIDENTIAL I&E-RE-13 Attach C but replaces the confidential
customer information with the customer classification.

Dated: February 15, 2019

Response Julie Quigley, Director of Administration
Provided by: The Pittsburgh Water and Sewer Authority
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2018 - Top 50 Uncollectible Accounts 2016-2018 by Customer Classification IE-RE-13 Attach C

Customer Class Outstanding Amount

COMMERCIAL $151,239.22

COMMERCIAL $72,233.76

COMMERCIAL $69,511.45

COMMERCIAL $58,906.53

COMMERCIAL $48,030.92

COMMERCIAL $45,586.24

COMMERCIAL $34,306.84

COMMERCIAL $33,579.16

COMMERCIAL $32,827.93

COMMERCIAL $31,401.59

COMMERCIAL $31,316.66

COMMERCIAL $29,377.55

COMMERCIAL $28,937.14

COMMERCIAL $28,022.30 $695,277.29

RESIDENTIAL $62,789.97

RESIDENTIAL $62,789.04

RESIDENTIAL $61,357.94

RESIDENTIAL $55,052.46

RESIDENTIAL $49,986.58

RESIDENTIAL $49,880.06

RESIDENTIAL $48,898.37

RESIDENTIAL $44,878.78

RESIDENTIAL $41,077.67

RESIDENTIAL $40,622.77

RESIDENTIAL $40,526.99

RESIDENTIAL $38,408.02

RESIDENTIAL $38,166.19

RESIDENTIAL $38,138.13

RESIDENTIAL $38,116.97

RESIDENTIAL $37,987.92

RESIDENTIAL $36,823.83

RESIDENTIAL $36,023.56

RESIDENTIAL $34,358.89

RESIDENTIAL $34,199.91

RESIDENTIAL $33,867.25

RESIDENTIAL $32,342.06

RESIDENTIAL $32,150.57

RESIDENTIAL $30,340.12

RESIDENTIAL $30,138.63

RESIDENTIAL $30,003.26

RESIDENTIAL $29,925.81

RESIDENTIAL $29,730.72

RESIDENTIAL $29,721.23

RESIDENTIAL $28,801.65

RESIDENTIAL $27,630.07

RESIDENTIAL $27,584.33

[L0800329]
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2018 - Top 50 Uncollectible Accounts 2016-2018 by Customer Classification IE-RE-13 Attach C

RESIDENTIAL $27,402.35

RESIDENTIAL $27,305.24

RESIDENTIAL $27,051.80

RESIDENTIAL $26,859.62 $1,360,938.76

$2,056,216.05

[L0800329]
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-16: Identify the steps that PWSA has undertaken and the proposed plan to
reduce PWSA’s significant uncollectible amounts (PWSA projected
2019 uncollectible ratio of 4.40% in the recent base rate case filing).

Response: Director of Administration, Julie Quigley instructed Collections
Coordinator, Nicole Tarver on 1/4/19 to cross-train the Collections
staff in the month of January 2019. This is a first step to achieving
higher collection rates. The goal is to attempt collection beyond just
the current month charges, specifically all outstanding charges due the
Authority.

Once the Commission enters an order in PWSA’s rate case, PWSA can
then move to cancel the existing contract with JTS and potentially
pursue other collection agency relationships.

Response Julie Quigley, Director of Administration
Provided by: The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019
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I&E Exhibit No. 3
Witness: Ethan H. Cline

Implementation of Chapter 32 of the Public Utility Code
Regarding Pittsburgh Water and Sewer Authority

Docket Nos. M-2018-2640802 & M-2018-2640803

Exhibit to Accompany

the

Direct Testimony

of

Ethan H. Cline

Bureau of Investigation and Enforcement

Concerning:

System and Operation Activities
Metered Service
Meter Testing

Source of Supply Measurement
Standards of Design

Water Conservation Measures
Conflicts involving the Municipality Authorities Act

Standby Charge
Annual Depreciation Report

Unmetered/Unbilled Usage (Including City Usage)
Plan to Address Non-Revenue Water

Bulk Water: Sales for Resale



Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-26 Reference I&E-RR-1 Attachment A, p. 17, Aspinwall Water
Treatment Plant High Service Pump Station. Provide the
following:
A. Whether PWSA has decided to move the project forward;
B. The status of this project;
C. Indicate the amount spent to date;
D. Whether PWSA anticipates any additional cost associated

with this project;
E. The priority of this project compared to other projects.

Response: A. Feasibility study is due Mid-March. At that time, PWSA will
decide whether it will move forward with the High Service

or to rehabilitate the existing
Bruecken and Aspinwall Pump Stations

B. Feasibility stage
C. $150,000 committed, $50,000 spent
D. If project moves forward, around $53.62M
E. Highest priority. Much of the work at the water treatment

plant related to the clearwell bypass is on hold until the
feasibility of this project is determined.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-39 Reference I&E-RR-1 Attachment A, p. 20, Clearwell
Improvements. Identify the following:
A. The priority level PWSA has placed on this project in

comparison to other projects;
B. Whether PWSA is still on track to begin the project in April

2019.

Response: A. In order to replace the clearwell, a number of other projects
have to be completed first in order to bypass the clearwell.
These related projects as well as the Clearwell Improvements
project are all of the utmost importance in the Capital

CIP .
B. The WTP facilities plan and High Service Pump Station

Feasibility Study will be complete in late-March 2019. These
plans are both taking a preliminary look at the configuration
of the clearwell, so this project is already in the preliminary
stages. Scoping for the clearwell project will begin in April
2019 after the submittal of these reports.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-49 Regarding the Aspinwall Clearwell, provide the following
information:
A. Identify the function of the Aspinwall Clearwell;
B. Identify any existing concerns that PWSA may have

identified regarding the operational status of the Aspinwall
Clearwell; and

C. Identify the status of each project necessary to replace and/or
rehabilitate the Aspinwall Clearwell.

Response: A. The purpose for the clearwell is to provide contact time to
ensure disinfection of the water before it is pumped into the
distribution system. The water is not considered potable until
is exits the clearwell.

B. The clearwell is a single structure with no bypass and
represents a single point of failure in the treatment process.

C. 2019 Large Diameter Water Main Improvements (Rising
Main 3 and 4): Preliminary Assessment
Aspinwall Pump Station to Lanpher Reservoir Rising
Main: Preliminary Design
Aspinwall Water Treatment Plant Electrical and Backup
Power Improvements: Preliminary Design
Aspinwall Water Treatment Plant High Service Pumping:
Preliminary Assessment. Note: If this project is not
feasible, the clearwell will be bypassed via upgrades to
the Aspinwall Pump Station and Bruecken Pump Station.
These projects have shown on up the previous tariff filing
but were recently replaced with this project.
Clearwell Emergency Reponse Project: On hold pending
outcome of Aspinwall Water Treatment Plan High Service
Pumping assessment.
Clearwell Improvements: Preliminary Assessment as part
of Aspinwall Water Treatment Plan High Service
Pumping
Ft. Duquesne Bridge Water Air Release Valve Repair: Bid
Phase 2/27/19
Highland 2 Reservoir Improvements: Scoping
Highland Park Membrane Filtration Plant UV System:
Construction
Highland Reservoir Pump Station and Rising Main:
Design
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Lanpher Reservoir Improvements - Chlorine Feed and
Gate House Improvements: Design
Lanpher Reservoir Liner and Cover Replacement: Design

Response
Provided by:

Robert A. Weimar, Executive Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-41 Reference I&E-RR-1 Attachment A, p. 20, Highland Park
Membrane Filtration Module Replacement Program.
A. Provide the status of this project and indicate the amount

spent to date and whether the project remains on schedule;
B. Identify the number of modules replaced in 2018;
C. Provide a breakdown of the $21.7 million spending per year;
D. State how many racks the HMFP contains and the average life

of a module.

Response: A. Construction is to be complete June 2019. The amount spent
to date is $585,377.83. This project remains on schedule.

B. In 2018, all modules were replaced in 4 racks. The UV
addition to the MFP will reduce the total number of racks
from 10 to 8. Replacement of the modules in the remaining 4
racks is planned for later in 2019 or in 2020. Total cost for
replacement of all modules in the 8 rack MFP will be
approximately $1.2 million.

C. The $21.7M is an administrative error. The correct budget is
$1.7M. We apologize for this oversight.

D. There are 8 racks, each containing 80 modules. The life of
the module varies based upon a number of factors, but the
manufacturer states that membrane modules should last
longer than 10 years on the average.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-42 Reference I&E-RR-1 Attachment A, p. 20, Highland Park
Membrane Filtration Plant UV System. Provide the status of this
project and indicate the amount spent to date and whether the
project remains on schedule.

Response: Construction is to be complete June 2019. Amount spent to date is
$726,681.57. This project remains on schedule.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-43 Reference I&E-RR-1 Attachment A, p. 20, MFP Assessment and
Critical Process Improvements. Provide the status of this project
and indicate the amount spent to date and whether the project
remains on schedule.

Response: This project is almost complete and remains on schedule. The
amount spent to date totals $1,579,691.09.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation and Enforcement, Set RB-1 to RB-11 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-9: Refer to p. 58 of PWSA’s Compliance Plan filed on September 28,
2018 that indicates PWSA’s intention to test 10-25% of its
commercial meters on an annual basis. Provide the following
information:
A. Explain why PWSA determined that 10-25% would be the annual

target range;
B. Identify the factors that may impact whether PWSA’s testing is at

the higher or lower rate of its 10-25% annual target range;
C. In the event that PWSA is unable to test 25% of its commercial

meters annually, will it need to extend its compliance estimate
past 2022 or does PWSA anticipate increasing the annual target
rate in subsequent years to allow for completion in 2022?; and

D. Identify PWSA’s annual target ranges for testing non-commercial
meters.

Response: A. PWSA currently lacks manpower available to perform the work.
B. Manpower, scheduling with the customer to gain access, condition
of interior plumbing.
C. Yes the plan will need to be extended.
D. See Response to I&E-RB-9.

Response Rick Obermeier, Director of Operations
The Pittsburgh Water and Sewer AuthorityProvided by:

Dated: February 1, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation and Enforcement, Set RB-1 to RB-11 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-8: Has PWSA established any formula that it proposes to use to
establish rates for testing meters larger than 2 inches? If so, provide
the formula and identify the basis for establishing the formula.

Response: PWSA will monitor the usage of 2 water meters along with the age
and will then test or replace. PWSA has not yet set up these
parameters.

Response Rick Obermeier, Director of Operations
The Pittsburgh Water and Sewer AuthorityProvided by:

Dated: February 1, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation and Enforcement, Set RB-1 to RB-11 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-2: Refer to p. 58 of PWSA’s Compliance Plan filed on September 28,
2018. Provide the following information:
A. Identify the reason(s) why PWSA decided to contract out testing

for all meters greater than three (3) inches;
B. Confirm whether PWSA has solicited quotes from private meter

testing companies;
C. If the answer to (B) is yes, identify the process that PWSA has

undertaken to solicit quotes from private meter testing companies
and indicate whether a company has been selected;

D. If the answer to (B) is no, identify why quotes have not been
solicited;

E. A copy of any documents that PWSA used to solicit quotes from
private meter testing companies; and

F. Explain how PWSA proposes to verify the accuracy of any meter
testing undertaken by a private company.

Response: A. PWSA because it does
not have the meter testing equipment needed and it needs to
rehabilitate PWSA’s existing test building facility to accommodate
the testing equipment.

B. Yes, PWSA has solicited quotes for the test
C. PWSA has advertised for these services, the bids were due
1/17/2019. A mandatory pre-bid meeting was held 1/8/2019 and two
vendors attended.
D. N/A
E. See I&E-RB-2 Attach A.
F. PWSA will have an employee on site during all onsite meter tests
and will ask for the calibration records for the testing units the
contractor will be using.

Response Rick Obermeier, Director of Operations
The Pittsburgh Water and Sewer AuthorityProvided by:

Dated: February 1, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation and Enforcement, Set RB-1 to RB-11 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-5: If PWSA has not yet completed the development of the commercial
meter testing program referenced on p. 58 of its Compliance Plan
filed on September 28, 2018, but has begun the process of developing
it, provide the following information:
A. Identify the steps that PWSA has taken to develop the program,

and provide the dates that each step was undertaken; and
B. Provide an estimated timeline of when PWSA will have

completed development of its commercial meter testing program.

Response: A. PWSA advertised for meter test
bids are due January 17, 2019. Once it is awarded and approved by
the Board (which is expected to occur in February 2019), PWSA will
start testing.
B. The is by April 1, 2019.

Response Rick Obermeier, Director of Operations
The Pittsburgh Water and Sewer AuthorityProvided by:

Dated: February 1, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation and Enforcement PS-1 to PS-20 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-PS-19: Does PWSA have Leak Survey Procedures? If so, please provide a
copy of the Leak Survey Procedures. If not, what, if any, steps has
PWSA taken to develop Leak Survey Procedures?

Response: PWSA’s Leak Survey Procedures are currently being drafted and are
anticipated to be completed by April 1, 2019. PWSA is in the process
of restructuring field personnel to further enhance this process.

Response
Provided by:

Robert A. Weimar, Executive Director, and Alex Sciulli, Chief of
Program Management
The Pittsburgh Water and Sewer Authority

Dated: February 7, 2019
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Response of Pittsburgh Water and Sewer Authority (“PWSA”)
to the Interrogatories of the Bureau of Investigation & Enforcement, RE-1 to RE-24 in

Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RE-12: If PWSA has a domicile policy in place, indicate whether there are any
positions exempt from the domicile policy. If so, identify the exempt
positions and provide the basis for exemption.

Response: At this time, approximately 30 positions are exempt from the City
Domicile policy. The current list of positions that are exempt and
which includes only those that PWSA desires to fill are:

Each domicile exempt position was selected based upon the lack of
applicants with the qualifications and experience needed. The
primary positions which pose the least qualified City applicants are
professional engineers, SCADA manager, Project Managers, Senior
Managers in engineering, compliance professionals, Project
Managers, and Field Operations and Water Production departments.
The lack of qualified Water Treatment operators, Plumbers,
Laboratory staff, Project Managers, welders, electricians and
mechanics has required PWSA to engage embedded Consultants and
Operating staff who work full time as contracted workers. In
addition, PWSA engages specialty contractors to address everyday
maintenance and operations needs. This work force comprises more
than 10% of the Authority, and are engaged to work with PWSA staff
at a 150 to 200% cost premium. The cost premium has added more
than $2 Million per year just to our annual Non-Unionized work
force cost. PWSA is working to stabilize our workforce through
hiring of permanent workers in every position.

Response
Provided by:

Robert A. Weimar, Executive Director
The Pittsburgh Water and Sewer Authority

Dated: January 25, 2019

Executive Director Director of Engineering Director of Operations
Director of Production Laboratory Manager SCADA Manager
Scada Technician Environmental Compliance

Manager
Chief of Administration

Director of Administration Project Manager Process Engineer
Deputy Director of Operations Network Systems Administrator Performance Manager
Associate Project Managers
Engineering

Deputy Director of Finance--
Treasurer

AMI--Billing Manager

Senior Managers (Capital
Projects/Lead)

Senior Managers (3) Field
Operations

Senior Manager Projects--
Operations

Senior Managers (4) Engineering Environmental Compliance
Coordinator

Business Intelligence Analyst

GSI Modeler-Engineering Director of Information
Technology

Operator of Record
(Operations)

Senior Engineering Technician
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Response of
to the Interrogatories of the Bureau of Investigation and Enforcements,

Set I&E-RB-12 through I&E-RB-56
Docket No. M-2018-2640802 and Docket No. M-2018-2640803

Request: I&E-RB-25 Reference I&E-RR-1 Attachment A, p. 17, Aspinwall Pump
Station to Lanpher Reservoir Rising Main. Provide the status of
this project and indicate the amount spent to date and whether the
project remains on schedule.

Response: This project was initiated in February 2019. Expenditures to date
total approximately $14k. This project remains on schedule.

Response
Provided by:

Robert A. Weimar, Executive Director
Jennifer Presutti, Budget Director
The Pittsburgh Water and Sewer Authority

Dated: February 28, 2019
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I&E Exhibit No. 4-RS
Witness: Israel E. Gray

Implementation of Chapter 32 of the Public Utility Code
Regarding Pittsburgh Water and Sewer Authority

Docket Nos. M-2018-2640802 & M-2018-2640803

Exhibit to Accompany

the

Supplemental Rebuttal Testimony

of

Israel E. Gray

Bureau of Investigation & Enforcement

Concerning:

PWSA’s plan to replace lead service lines
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