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Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.l2. Submit details on company or parent common stock offerings for the past 5 years

to present, as follows:

a. Date of prospectus.

b. Date of offering.

c. Record date.

d. Offering period including dates and number of days.

e. Amount and number of shares of offering.

f. Offering ratio, if rights offering.

g. Percent subscribed.

h. Offering price.

i. Gross proceeds per share.

j. Expenses per share.

k. Net proceeds per share in (12.) i and j.

l. Market price per share.

(l) At record date.

(2) At offering date.

(3) One month after close of offering.

m. Average market price during offering.

(l) Price per share.

(2) Rights per share-average value of rights.

n. Latest reported earnings per share at time of offering.

o. Latest reported dividends at time of offering.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

RESPONSE:

Not applicable.
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VII. RATE OF RETURN

VII.l3. Attach a chart explaining company's corporate relationship to its affiliates
showing system structure.

RESPONSE:

Not applicable.
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VII. RATE OF RETURN

VII.14. If the utility plans to make a formal claim for a specified allowable rate of return,
provide the followingdata in statement or exhibit form:

a. Claimed capitalization and capitalization ratios with supporting data.

b. Claimed cost of long-term debt with supporting data.

c. Claimed cost of short-term debt with supporting data.

d. Claimed cost of total debt with supporting data.

e. Claimed cost of preferred stock with supporting data.

f. Claimed cost of common equity with supporting data.

RESPONSE:

Not applicable.
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VII. RATE OF RETURN

VII.l5. Supply copies of the following documents for the company and, if applicable, its

parent:

a. Most recent annual report to shareholders including any statistical supplements.

b. Most recent SEC form l0K.

c. All SEC form l0Q reports issued within the preceding l2 months of the date of
submittal of the rate increase request.

RESPONSE:

The following document is attached:

- Financial Statements and Required Supplementary and Supplementary Information:
Years Ended December 31,2017 and20l6 with Independent Auditor's Report
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Board of Directors
Pittsburgh Water and
Sewer Authority

I ndependent Audito/s Report

We have audited the accompanying financial statements of the
Pittsburgh Water and Sewer Authority (Authority), a component
unit of the City of Pittsburgh (City), Pennsylvania, as of and for the
years ended December 3I,2O!7 and 2016, and the related notes

to the financial statements, which collectively comprise the Authority's basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Audito/s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits 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.

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

Pursuing the profession while promoting the public goodO

www.mo-cDas.com

Pittsburgh I Harrisburg I Butler

State College I Erie | lancaster



Board of Directors
Pittsburgh Water and Sewer Authority
Independent Auditor's Report
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,

the financial position of the Authority as of December 31, 2OL7 and 2015, and the changes in
financial position and cash flows thereof for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Re qui re d S u ppl e m e nto ry I nfo rm oti o n

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages i through x 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.

Su pple me ntary I nform otion

Our audits were conducted for the purpose of forming an opinion on the financial statements
that collectively comprise the Authority's basic financial statements. The combining statements

of net position and revenue, expenses, and changes in net position (combining statements) are

presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining statements are the responsibility of management and were derived from and

relate directly to the underlying accounting and other records used to prepare the basic

financial statements. Such information has been subjected to the auditing procedures applied

in the audit of the basic financial statements and certain additional procedures, including

comparing and reconciling such information directly to the underlying accounting and other

FR-VII.15
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records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally

accepted in the United States of America. In our opinion, the combining statements are fairly
stated in all material respects, in relation to the basic financial statements as a whole.

??ta/tn Dqaltl
Pittsburgh, Pennsylvania

April 20, 2018

FR-VII.15
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PITTSBURGH WATER AND SEWER AUTHORITY
20 17 F inancial Statements

Management's Discussion and Analysis

The Pittsburgh Water and Sewer Authority (Authority) comparative 2017 and 2016 fiscal year financial
statements enclosed have been conformed to meet the requirements of Governmental Accounting
Standards Board (GASB) Statement No. 34, "Basic Financial Statements - and Managemenf's Drscussion
and Analysis - for Sfafe and Local Governments." The financial statements incorporate three basic
statements: the Statements of Net Position, the Statements of Revenues, Expenses, and Changes in Net
Position, and the Statements of Cash Flows.

This Management's Discussion and Analysis (MD&A) is based upon facts, decisions, and conditions
known as of the date of the audit report. Please note that the historical information provided in the
financial statements and MD&A reflects the results of past operations and is not necessarily indicative of
results of future operations. Future operations will be affected by various factors, including, but not limited
to, regulatory mandates, rate changes, weather, labor contracts, population changes, business
environment and other matters, the nature and effect of which cannot now be determined.

Using This Financial Report - Overview of Reporting Ghanges

The Statements of Net Position present information about the resources which are available to the
Authority and claims against these resources. Both assets and liabilities are classified in a format which
segregates current from noncurrent. ln addition, assets available for special purposes - labeled "restricted
assets" - are segregated from those assets available for operations. The Authority's restricted assets
represent money on deposit with the bond trustee to meet indenture, debt service, and construction
program requirements. Liabilities have a similar classification segregating claims on restricted assets from
claims on assets available for operations. The net position section of the Statements of Net Position
classifies the total net position as net investment in capital assets, restricted, and unrestricted.

The Statements of Revenues, Expenses, and Changes in Net Position summarize operating and non-
operating activity for the fiscal year and the resulting impact on the Authority's net position.

The Statements of Revenues, Expenses, and Changes in Net Position include wastewater treatment
revenues and expenses for services provided by the Allegheny County Sanitary Authority (ALCOSAN).
There are no outstanding bond issues associated directly or indirectly with wastewater revenue streams.

The Statements of Cash Flows have been prepared using the direct method. The statements provide an
analysis of the Authority's cash by operating, investing, and capital and related financing activities over the
respective fiscal year.

Financiaf Highlights 2017 and2016

ln2O'17, operating income decreased by7.9o/o or$2.5 million to $29.6 million. The Authority experienced
an overall net loss of $6.3 million due to increases in operating expenses and in non-operating expenses,
down from a $1.8 million net loss in 2016.

Below are the 2017 financial highlights:

Totaf operating revenues in 2017 were up $22.3 million or 12.3o/o to $203.0 million when compared to
2016. Wastewater treatment revenues increased by $e.g million. Water and sewer conveyance revenues
increased $14.7 million from 2016. Both of these increases are attributable to rate increases by the
Authority and ALCOSAN. Other operating income increased by $0.8 million from 2016, attributable to the
sum of various miscellaneous payments.

Total non-operating revenues (expenses) increased by $2.0 million from 2016, largely impacted by $3.9
million in bond issuance costs offset by a $2.0 million decrease in interest and amortization, from $36.9
million in2O16 to $34.9 million in2017.
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in 2016.Totaf operating expenses increased in 2017 to $173.4 million compared to $148.6 million
Significant operating expenses included the following factors:

. Salary and employee benefit expenses were up $0.7 million or 3.6%. The increase is
attributed to an average salary rate increase of 2%, and increased employee headcount
in 2017 .

The majority of Authority employees are represented by one of three labor unions. The
Pittsburgh Joint Collective Bargaining Committee (PJCBC) represents blue-collar
employees. The American Federation of State, County and Municipal Employees
(AFSCME) represents Local 27'19 employees and Local 2037. A new four-year
agreement with AFSCME became effective January 1, 2017 and will expire December
31,2020. A new four-year agreement with the PJCBC became effective January 1,

2017 and expires December 31,2020.

. Overall direct operating expenses, excluding salaries and benefits, increased by $15.9
million or 19.4o/o to $97.9 million in2017 from $82.0 million in 2016. Operating contracts
increased by $13.9 million; the bulk of this increase is aftributable to the wastewater
treatment expense, which increased by $13.0 million or 20.9o/o to $75.1 million when
compared to $62.1 million in 2016, due to a combinaton of ALCOSAN's rate increase
and timing. Other significant changes in operating contracts include temporary help
decreasing by $1.3 million, to $1.2 million in 2017 compared to $2.5 million in 2016
(increased temporary employees were required to support billing issues that arose in
2015), water and sewer repairs and maintenance increased by $2.1 million in total, due to
an overall increase in line repair. Chemicals expenses decreased by $O.O+ million from
2016. Equipment expenses decreased from 2015 by $0.8 million, to $0.4 million in2017.
Repairs and maintenance increased by $1.4 million from 2016, the main driver being
surface restoration costs. Testing increased by $0.8 million from 2016 due to increased
lead testing.

. Overall general and administrative expenses increased 29.0Yo or $3.9 million, to $24.8
million in 2017 from $20.9 million in 2016. Fees increased by $0.2 million from 2016,
largely driven by increased credit card fee. Freight and postage increased by $O.t million
from 2016. Lease and rents increased by $0.7 million from 2016 due to increased heavy
equipment rental. Professional services increased overall by $1.4 million; contributing
factors include a $0.4 million increase in consultant costs, a $0.4 million increase in legal
costs, and various smaller increases in other categories. Utility expense increased by
$0.1 million from 2016. Miscellaneous administrative costs increased by $g.e million
from the previous year, the biggest factor being a $3.4 million increase to bad debt
reserve after a conservative review of customer accounts.

. Overall other expenses decreased 3.9% or $2.5 million to $60.3 million in 2017 from
$62.8 million in 2016. Non-city water subsidy to Pennsylvania American Water Company
(PAWC) increased by 183% or $3.6 million to $5.6 million in 2017 compared to $2.0
million in 2016. lnterest expense decreased 10.2o/o ot $3.8 million to $33.2 million in
2O'17 compared to $37.0 million in 2016. Interest on long-term debt decreased by $4.5
million from 2016, attributable to bond refunding activity which was slightly offset by
smaller increases in counter-pafi payments, liquidity, and remarketing fees, Pennvest
interest, and revolver interest.

. In 2017, cash collections increased by $15.8 million, with $190.1 million collected from
billings compared to $174.3 million in 2016 due to rate increases by both the Authority
and ALCOSAN.

Other 2017 highlights include:

o The Authority continued its relationship with Jordan Tax Service, Inc. (JTS) as its
Collector and the law firm of Goehring, Rutter & Boehm, P.C. as Special Legal Counsel
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for the collection of delinquent water, sewer, and sewage treatment charges. The
agreement calls for a collection commission, plus other administrative and legal
proceeding costs, to be added to all Authority delinquent claims not paid within 90 days
of the initial billing date. lf fully collected, the Authority stands to collect 100o/o ol
delinquent balances without incurring a collection agency fee. JTS collected for the
Authority $1.6 million during 2017.

Debt service coverage was 1.29 in 2017 and 1.21 in 2016. These coverage factors
exceed the 1 .2 coverage ratio required under the bond indenture.

The Authority expended $32.0 million on capital projects in 2017, a decrease of $0.3
million over the $32.3 million expended in 2016. Of $50.4 million budgeted in Pennvest
loans, $38.1 million was spent in prioryears, $0.2 million was spent in2017, and $10.75
million of approved funding remained available. The balance of capital expenditures in
2017 was funded by the revolving line of credit, which was put in place in July 2016.

In July 2016, the Authority entered into a drawdown, revolving line of credit financing with
JPMorgan Chase Bank N.A. The maximum amount that can be drawn and outstanding
at any one time is $80,000,000 and has an initial term of four years. The Authority will
use funds borrowed under this vehicle to finance capital projects. As of December 31,
2017, the Authority has drawn $43.8 million on this facility.

fn December ol 2017, the Authority closed on three different revenue refunding bond
series: $159,795,000 Tax-Exempt Series A of 2017, $5,595,000 Taxable Series B of
20'17 and $218,805,000 Tax-Exempt Series C of 2017. Series A and B ol 2O17 are fixed
rate tax-exempt bonds that were issued to refund all of Series A of 2008 and Series D1 of
2008, aswellas a portion of Series B of 1998, and a portion of Series B of 2013. Series
C of 2017 are floating rate notes that were issued to refund Series B1 of 2008, Series 82
of 2008 and Series D2 o12008, all variable-rate debt. In addition to providing savings to
the Authority, these issuances resulted in the Authority achieving 67.32% total
bondholder consent to the installation of a new, modernized indenture which sprung into
effect on December 28,2017. The new indenture establishes an improved rate covenant
calculation applicable to the 2019 financials, whrch will be viewed more favorably by
ratrng agencies and credit providers. The modernized indenture and rate covenant will
allow the Authority additional financing opportunities and a lower cost of capital,
supporting a larger capital spending plan. The issuance of the Series A and B of 2017
bonds resulted in a $5,534,870 NPV savings to the Authority and the issuance of the
Series C ol2017 notes resulted in a $7,858,340 NPV savings to the Authority.

HB 1490 was passed into law in December 2017. HB 1490 establishes the Authority as
a "Utility" as defined by the Public Utility Code, resulting in regulation of the Authority's
rate making, its operating effectiveness, debt issuances, and other aspects of conducting
its business similar to the way the PUC regulates investor-owned utilities. HB 1490
includes provisions that allow the Authority to impose, charge, or collect rates or charges
as necessary to permit the Authority to comply with its covenants with the holders of any
bonds or other financial obligations of the Authority, and prohibits the PUC from requiring
the Authority to take any action that would cause the interest on the Authority's financial
obligations to be includible in gross income of the holders of such obligations for federal
income tax purposes. HB 1490 also requires the Authority to file a compliance plan
related to information technology, accounting, billing, collections, and other operating
systems and procedures as well as a long-term infrastructure improvement plan. The
Authority is pursuing development of rate actions and performance compliance plans to
meet the requirements of HB 1490.

The City of Pittsburgh is the largest of the 83 municipalities that convey raw sewage to
ALCOSAN for treatment. In January 2004, the Authority and the City of Pittsburgh
executed a Consent Order and Agreement (Order) regarding sanitary and combined
sewer overflows within the City of Pittsburgh. The other signatories to the Order are the

lll
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Pennsylvania Department of Environmental Protection (DEP) and Allegheny County
Health Department, which executed the Order on April21,2004. The Long-Term Control
Plan to address combined and sanitary sewer overflows required under the order was
submitted on schedule on July 31, 2013. Due to the complexities of regional
governance, the Authority's regulatory body was switched from the DEP to the US
Environmental Protection Agency (EPA). On January 21,2016, the EPA issued a Clean
Water Act Section 308 Information Request (308 Request) to the Authority. We
understand the nature of the request is to provide a jurisdictional basis for EPA to engage
the Authority and the City of Pittsburgh in an enforcement action by consent. We intend
that through such an action, we can more fully participate in the implementation of interim
regional wet weather activities, controls, and improvements. We further understand that
such an action will also permit the Authority and the City of Pittsburgh to participate more
fully in the identification and implementation of any final wet weather control measures for
the region. We have fulfilled the first portion of the 308 Request, which was due on
March 31 , 2016. The second phase of the 308 Request supplied a source reduction
study, which was submitted December 1,2016 and Gl Demonstration projects must be
constructed and performance evaluations completed by December 1, 2017. The
demonstration project evaluations were submitted on time on December 1,2017.

The 308 Request does not contain fines or penalties for past non-compliance, but does
propose binding obligations for work on a going fonrard basis. The Authority continues
to meet the requirements of the 308 Request. The Final Consent Order will be
adjudicated between the City, the Authority, and the USEPA to establish the extent of
improvements that will be required to be complete within a specified time frame. Based
upon initial discussions with the regulators, the Authority anticipates that the final
recommendations implementation plan will be modified to assure its affordability to the
Authority's rate payers. See Note 13 - Consent Agreement for additional details.

Financial Highlights 2016 and 2015

fn 2016, operating income decreased by 24.3o/o or $10.3 million to $32.1 million. The Authority
experienced an overall net loss of $1.8 million due to increases in operating expenses and decreases in
non-operating revenues, down from a $23.4 million net gain in 2015.

Below are the 2016 financial highlights:

Totaloperating revenues in 2016 were up $6.6 million or 3.7o/o to $180.7 million when compared to 2015.
Wastewater treatment revenues increased $2.2 million. Water and sewer conveyance revenues increased
$3.3 million from 2015. Both of these increases are attributable to rate increases by the Authorig and
ALCOSAN. Other operating income increased by $1.1 million from 2015, as overall development in the
City of Pittsburgh resulted in more tap fees and other permifting related items.

Totalnon-operating revenues (expenses) increased by $14.8 million from 2015, mostly driven by the drop
in donated property revenue from the previous year, which decreased by $17.1 million from $18.1 million
in 2015to $1 million in 2016. Interestand amortization cost in 2016 stayed consistentwith 2015, at$36.9
million.

Total operating expenses increased in 2016 to $148.6 million compared to $131.7 million in 2015.
Significant operating expenses included the following factors:

. Salary and employee benefit expenses were up $0.3 million or 1.3o/o. The increase is
aftributed to an average salary rate increase of 3%, offset by a lower overall employee
headcount in 2016.

The majority of Authority employees are represented by one of three labor unions. The
Pittsburgh Joint Collective Bargaining Committee (PJCBC) represents blue-collar
employees. The American Federation of State, County and Municipal Employees
(AFSCME) represents Local 2719 employees and Local 2037. The AFSCME and
PJCBC agreements expired on December 31, 2016. The Authority continues to operate

tv
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under the terms of those agreements. Negotiations are ongoing and no agreement has
been reached as of March 16, 2017.

. Overall direct operating expenses, excluding salaries and benefits, increased by $g.Z
million or 12.60/o to $82.0 million in 2016from $72.8 million in 2015. Operating contracts
increased by $8.6 million, this difference was driven by three items. Firstly, because of
the wastewater treatment expense, which increased by $2.2 million or 3.6% to $62.1
million when compared to $60.0 million in 2015, due to a combination of ALCOSAN's rate
increase and the timing of credit meter adjustments. Secondly, temporary help increased
by $2.2 million, to $2.5 million in 2016 compared to $0.3 million in 2015. Increased
temporary employees were required to support billing issues that arose in 2015. Lastly,
water and sewer repairs increased by $S.S million in total, due to a more conservative
approach to capitalization. Chemicals expense increased by $0.7 million from 2016.
Equipment expenses remained consistent with 2015, at just under $0.5 million each year.
Repairs and maintenance decreased by $0.5 million from 2015. Overall Inventory
increased by $0.2 million from 2015.

. Overall general and administrative expenses increased 41.2o/o or $6.1 million, to $20.9
million in 2016 from $14.8 million in 2015. Professional services increased overall by
$3.3 million; this is due to a $5.6 million increase in non-capital engineering services,
offset by a $2.7 million decrease in consultant costs. The non-capital engineering
services increase is aftributable to a more conservative approach to capitalization. The
decrease in consulting costs is attributable to Veolia no longer managing the Authority in
2016. Utility expense decreased by $0.3 million from 2015. Miscellaneous
administrative costs increased by $2.8 million from the previous year, the biggest factor
being a $1.1 million increase to bad debt reserve after a full review of customer accounts.

. Overall other expenses increased 3.6% or $2.2 million to $62.8 million in 2016 from $60.6
million in 2015. Non-city water subsidy to Pennsylvania American Water Company
(PAWC) increased by 10.5% or $0.2 million to $2.0 million in 2016 compared to $1.8
millionin2015. Interestexpenseincreased0.3o/oor $0.1 millionto$37.0millionin2016
compared to $36.9 million in 2015. Interest on long-term debt decreased by $0.5 million
from 2015, which was mostly offset by smaller increases in counter-party payments,
liquidig, and remarketing fees, Pennvest interest, and revolver interest.

. In 2016, cash collections increased by $9.4 million, with $174.3 million collected from
billings compared to $164.9 million in 2015 due to rate increases by both the Authority
and ALCOSAN, in addition to the collection percentage increasing from 2015, when
billing issues were impacting collections.

Other 2016 highlights include:

. The Authority continued its relationship with Jordan Tax Service, Inc. (JTS) as its
Collector and the law firm of Goehring, Rufter & Boehm, P.C. as Special Legal Counsel
for the collection of delinquent water, sewer, and sewage treatment charges. The
agreement calls for a collection commission, plus other administrative and legal
proceeding costs, to be added to all Authority delinquent claims not paid within 90 days
of the initial billing date. lf fully collected, the Authority stands to collect 100% of
delinquent balances without incurring a collection agency fee. JTS collected for the
Authority $1.1 million during 2016.

. In January of 2010, the Authority began assessing a 5% Distribution Infrastructure
System Charge (DISC) on all bills, increasing toTo/oin 2011. This charge is applied to
the water and sewer conveyance components of the invoice and is dedicated to system
improvements and capital needs. 2016 DISC revenues were $7.1 million. The $5.6
million in DISC expenditures for 2016 included water and sewer relays, catch basin
replacement, and manhole, catch basin, and sewer line point repair.
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Debt service coverage was 1.45 in 2016 and 1.43 in 2015. These coverage factors
exceed the 1.2 coverage ratio required under the bond indenture.

The Authority expended $32.3 million on capital projects in 2016, a decrease of $11.8
million overthe $44.1 million expended in 2015. Of $50.4 million budgeted in Pennvest
loans, $38.1 million was spent in prioryears, 91.6 million was spent in 2016, and $10.7
million of approved funding remained available. The Authority increased its capital
project proceeds with the $75 million 2013 bond issue, spending $+t.5 million in 2015
and $21.4 million in 2016, depleting the fund. In anticipation of this depletion, the
Authority reviewed the projects funded by bond proceeds to ensure that capital funds
were used appropriately. The balance of capital expenditures in 201 6 was funded by the
revolving line of credit, which was put in place in July 2016.

In July, the Authority entered into a drawdown, revolving line of credit financing with
JPMorgan Chase Bank N.A. The maximum amount that can be drawn and outstanding
at any one time is $80,000,000 and has an initial term of four years. The Authority will
use funds borrowed under this vehicle to finance capital projects. As of December 31,
2016, the Authori$ has drawn $11.8 million on this facility.

The series 200882 bonds were remarketed in October to terminate the expiring letter of
credit provided by Royal Bank of Canada, replacing it with a letter of credit provided by
PNC Bank N.A. There were not any changes to the swaps at that time.

It has been reported that the City of Pittsburgh has issued a request for proposals to
identify an advisory team to manage evaluations of a possible restructuring of the
Authority. lt is unknown what the outcome of these evaluations will be.

The City of Pittsburgh is the largest of the 83 municipalities that convey raw sewage to
ALCOSAN for treatment. In January 2004, the Authority and the City of Pittsburgh
executed a Consent Order and Agreement (Order) regarding sanitary and combined
sewer overflows within the City of Pittsburgh. The other signatories to the Order are the
Pennsylvania Department of Environmental Protection (DEP) and Allegheny County
Heafth Department, which executed the Orderon April21,2OO4. The Long-Term Control
Plan to address combined and sanitary sewer overflows required under the order was
submitted on schedule on July 31, 2013. Due to the complexities of regional
governance, the Authority's regulatory body was switched from the DEP to the US
Environmental Protection Agency (EPA). On January 21,2016, the EPA issued a Clean
Water Act Section 308 Information Request (308 Request) to the Authority. We
understand the nature of the 308 Request is to provide a jurisdictional basis for EPA to
engage the Authority and the City of Pittsburgh in an enforcement action by consent. We
intend that through such an action, we can more fully participate in the implementation of
interim regional wet weather activities, controls, and improvements. We further
understand that such an action will also permit the Authority and the City of Pittsburgh to
participate more fully in the identification and implementation of any final wet weather
control measures for the region. We have fulfilled the first portion of the 308 Request,
which was due on March 31 ,2016. The second phase of the 308 Request supplied a
source reduction study, which was submifted December 1, 2016 and Gl Demonstration
projects must be constructed and performance evaluations completed by December 1,

20'17.

The 308 Request does not contain fines or penalties for past non-compliance, but does
propose binding obligations for work on a going forward basis. The Authority continues
to meet the requirements of the 308 Request. The Final Consent Order will be
adjudicated between the City, the Authority, and the USEPA to establish the extent of
improvements that will be required to be complete within a specified time frame. Based
upon initial discussions with the regulators, the Authori$ anticipates that the final
recommendations implementation plan will be modified to assure its affordability to the
Authority's rate payers. See Note 13 - Consent Agreement for additional details.

vl
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CONDENSED FINANCIAL STATEMENTS

CONDENSED STATEMENTS OF NET POSITION
(Dollars expressed in thousands)

December 31, Variance

2017 2016 Dollars %

Capital assets:

Producing assets

Construction in progress

Restricted assets

Current assets

589,567 $

100,240

29,948

46,417

587,937 S

88,861

26,337

51,537

1,630

| 1,379

3,61I

(5, I 20)

0.28%

12.81o/o

13;n%
-9.93o/o

Total Assets 766,172 754,672 11,500 1520A

Deferred Outflows of Resources I13,605 95,905 17,700 18.460/o

Liabilities:

Current liabilities
Long-term liabilities

62,962

860,651

67,285

820,815

(4,323)

39,836

-6.42Vo

4.85o/o

Total Liabilities 923,613 888, I 00 35,513 4.00o/o

Net Position:

Net investment in capital assets

Restricted

Unrestricted
Total Net Position

7,46
(43,836) (37,523) $ (6,313)

(29,609)

13,240

(5,395)

9,999

(24,214)

3,241

vil
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CONDENSED STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
(Dollars expressed in thousands)

Year Ended December 3 l. Variance

2017 2016 Dollars

Increase (Decrease)

%

Operating revenues

Operating expenses:

Direct operating

Wastewater treatment

Cooperation agreement

Subsidy of non-customer City residents

Depreciation

$ 202,996

7 |,156

75,107

5,363

5,594

16,172

$ 180,727

60,687

62,125

7,1 50

1,974

16,657

s 22,269

10,469

12,9E2

(1,787)

3,620

(48s)

12.32o/o

r7.25%

20.90o/o

-24.99Yo

183.38%

-2.91o/o

Total Operating Erpenses 173,392 148,593 24,799 t6.690

Operating income

Non-operating revenues (expenses) :

Donated properfy

Interest revenue

Interest expense and other

29,604

1,595

460

(37,972)

32,134

981

383

(35,276)

(2,530)

614

77

(2,696)

-7.87%

62.59%

20.10%

7.64%

Total Non-operating Revenues (Erpenses) (35,917) (33,912) (2,005) 5.91o/o

Net Income/(Loss) (6,313) $ ( I,778) S (4,535) 255.06%

Financiaf Condition 2017 and 2016

The Authority's financial condition in 2017 remained stable for a fifteenth consecutive year. Water utility
revenues increased to $128.5 million from $113.8 million. The rate increase effective January 2018 as
implemented in 2017 should have a positive impact on utility revenue and unrestricted cash. Total cash
and cash equivalents stood at $11.1 million at year-end 2017. Investment interest rates remain historically
low, impacting return on reserves invested.

vlll
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CONDENSED FINANCIAL STATEMENTS

CONDENSED STATEMENTS OF NET POSITION
(Dollars expressed in thousands)

December 31, Variance

2016

587,937

88,861

26,337

51,537

2015 Dollars %

Capital assets:

Producing assets

Construction in progress

Restricted assets

Current assets

583,344

70,204

44,734

61,866

4,593

18,657

(18,397)

(10,329)

0.79%

26.58o/o

-4l.l3o/o

-16.70o/o

Total Assets 754,672 760,14t (5,476) -0.72%

Deferred Outflows of Resources 95,905 106,228 (10,323) -9.72%

Liabilities:

Current liabilities
Long-term liabilities

67,285

820,815

63,912

838,209

3,373

(17,394)

5.28%

-2.08%

Total Liabilities 888, I 00 902,121 (14,021) -1.55%

Net Position:

Net investment in capital assets

Restricted

Unrestricted

(5,395)

9,999

(25,097)

9,134

19,702

865

22,345

-7850Yo

9.47%

1t2.96%
otal Net

42,127 19,782

37.523) $ 74s) S (1,778\ 4.97"h

IX
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CONDENSED STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
(Dollars expressed in thousands)

Year Ended December 31. Variance
2016 2015 Dollars

Increase (Decrease)

%

Operating revenues

Operating expenses:

Direct operating

Wastewater treatment

Cooperation agreement

Subsidy of non-customer City residents

Depreciation

s 180,727

60,687

62,125

7,1 50

1,974

16,657

s 174,164

49,009

59,963

7,1 50

1,786

14,796

6,563

12,679

2,162

188

1,871

3.77o/o

26.4lYo

3.610/o

0.00o/o

10.530/o

12.65%

Total Operating Erpenses 14t,593 13t,694 16,899 t2.t30h

Operating income

Non-operating revenues (expenses) :

Donated property

32,134

981

42,470

18,129

199

(37,413)

(10,336)

(17,148)

184

2,137

-24.34%o

-94.59Yo

92.46Yo

-5.7lo/o

Interest revenue 383

Interest expense and other (35,276)

Total Non-operating Revenues (Expenses) (33,912) ( 19,085) (14,827) 77.69%

Net Income(Loss) (t,778) $ 23,385 $ (25,163) -107.60%

FinancialCondition 2016 and 2015

The Authority's financial condition in 2016 remained stable for a fourteenth consecutive year. Water utility
revenues increased to $113.8 million from $110.5 million. The rate increase effective January 2017 as
implemented in 2016 should have a positive impact on utility revenue and unrestricted cash. Total cash
and cash equivalents stood at $21.6 million at year-end 2016. Investment interest rates remain historically
low, impacting return on reserves invested.

Requests for Information

This financial report is designed to provide a general overview of the Authority's finances for all those with
an interest in its finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the Executive Director, Penn Liberty Plaza l,

1200 Penn Ave., Pittsburgh, PA '15222.



PITTSBURGH WATER AND SEWER AUTHORIW

STATEMENTS OF NET POSITION

(Dollars expressed in thousands)

DECEMBER 3T,2OL7 AND 2016

2017

FR-VII.15

20L6

Current assets:

Cash and cash equivalents

Accounts receivable, net:

Water:

Billed

Unbilled

Total water

Wastewater treatment:
Billed

Unbilled

Total wastewater treatment

Other receivables

Total accounts receivable, net

Prepaid expenses

lnventory

Total current assets

Noncurrent assets:

Restricted assets:

Cash and cash equivalents
Investments

Total restricted assets

Capital assets, not being depreciated

Capital assets, net of accumulated depreciation

Total noncurrent assets

Total Assets

Deferred Outflows of Resources

Deferred charge on refunding

Accumulated decrease in fair value of hedging derivatives

Total Deferred Outflows of Resources

L3,72L 14,553

L,O74 797

30,890 27,634

674 65

3,777 2,2L8

46,4L7 51,537

5 rt,o76

9,335

6,760

16,095

5 2L,620

6,388

5,886

t2,274

9,975
3,746

10,844

3,7L9

L8,264

LL,684

11,900

t4,437

29,948 26,337

LOO,240 88,851

589,567 587,937

7t9,755 703,135

756,L72 754,672

110,326

3,279

25,008

70,897

113,605 95,905

(Continued)

part of this statement.The notes to financial statements are an integral



PITTSBURGH WATER AND SEWER AUTHORITY

STATEMENTS OF NET POSITION

(Dollors expressed in thousands)

DECEMBER 3I,2077 AND 2015
(Continued)

2017

Liabilities

FR-VII.15

20L6

Current liabilities:

Bonds and loans payable

Accrued payroll and related obligations

Accounts payable wastewater treatment
Accounts payable and other accrued expenses

Accrued interest payable from restricted assets

Total current liabilities

Noncurrent liabilities:

Unearned revenue

Accrued payroll and related obligations

Swap liability
Bonds and loans payable, net

Total noncurrent liabilities

Total Liabilities

Net Position

Net investment in capital assets

Restricted

U n restricted

Total Net Position

24,603

7,2r7
17,863

15,506

3,773

22,492

924
15,283

77,936

10,550

62,962 67,285

764

594

18,319

847,574

185

575

86,772

733,283

820,815

888,100

850,551

923,6t3

(29,609)

13,240
(27,467)

_s (43,8351_

(5,395)

9,999
(42,L27)

_s (3?,sr3l_

(Concluded)

The notes to financial statements are an integral part of this statement.



PITTSBURGH WATER AND SEWER AUTHORIW

STATEMENTS OF REVENUES, EXPENSES, AND

CHANGES IN NET POSITION

(Dollors expressed in thousands)

YEARS ENDED DECEMBER 3T,2OT7 AND 2016

20L7

FR-VII.15

2016
Operating Revenues:

Residential, commercial, and industrial water sales

Wastewater treatment
Other

Total operating revenues

Operating Expenses:

Direct operating expenses

Wastewater treatment
Cooperation agreement operating expenses:

Indirect cost allocation - sewer conveyance

Indirect cost allocation - water
Expense of water provided by other entities:

Subsidy of customers located in the City

Depreciation

Total operating expenses

Operating Income

Non-operatint Revenues (Expensesl :

Donated property

lnterest revenue

lnvestment income (loss) - change in fair value of swap

I nterest and amortization
Bond issuance costs

Total non-operating revenues (expenses)

Net Income (Lossf

Net Position:

Beginning of year

End of year

128,499

58,935

5,573

113,819

62,L25

4,784

202,996 780,727

7!,t56
75,tO7

2,250

3,113

5,594

L6,T72

60,687

62,125

2,845
4,304

r,974
t6,657

773,392 148,593

29,604 32.734

1,595

450

835

(34,913)

(3,894)

(35,917)

(6,313)

(37,523)

s (43,836)

981

383

1,690

(35,965)

(33,912)

(7,778!.

(35,745)

s (37,523)

The notes to financial statements are an integral part of this statement.



PITTSBURGH WATER AND SEWER AUTHORIW

STATEMENTS OF CASH FLOWS

(Dollors expressed in thousonds)

YEARS ENDED DECEMBER 37,2OI7 AND 2016

FR-VII.15

Crsh Flows From Opcretin! Activitirs:
Cash recerved from customers

Cash pard to supphers and employees and customer refunds

Cash pard to Crty of Prttsburgh under the Cooperation Agreement
Cash pard to other water companres for subsidy of customers

located in the City of Prttsburgh

Cash pard to ALCOSAN for wastewater treatment

Net cash provided by (used rn) operating activities

Cash Flows From Invrsting Activitirs:
Purchase of rnvestment secunttes
Proceeds from sale and maturrtres of Investment securitres

Interest Income

Net cash provrded by (used rn) Investrng actrvrtres

Cesh Flows From CaDltal and Rclrtcd Flnancin! Activitirs:
Purchase/constructron of property, plant, and equipment
Proceeds from issuance of revenue bonds

Proceeds from revolvrng line of credit
Proceeds from Pennvest Loans

Payment to refundrng bond escrow agent

Payment made for bond rssuance costs

Princrpal payments on debt
Princrpal payments on caprtal lease

SWAP receipts

SWAP payments

Lrqurdity and remarketrng fees

Interest paid on borrowrngs

Net cash provrded by (used in) capital and related frnancrng actrvrtres

Incr.asc (Dccreasc| in Cash and Cash Equiyalcnts

Crsh and C.sh Eouivalents:

Begrnnrng of year

End of year

Consrsts of:

Restncted cash and cash equrvalents

Unrestricted cash and cash equrvalents

Raconcilietion of Oplrrting Incom. to N!t Cash Providcd by
(Uscd inl Opcr.tlnt Activltlcs:

20L7

S 19s,so4
(77,2271

(s,363)

(5,594)

|'72,s27],

40,793

5 183,336
(58,420)

(7,1sol

lr,974l
(66,530)

49,L62

(96,126)

93,L77

460

(2,s49)

127,5861
407,569

32,000

988

1397,7421
(3,894)

(22,48t1

14241

2,467
(12,s12)

(1,456)

(19,3s3)

142,4241

(4,180)

17r,7741
70,952

383

(43e)

(34,982)

11,800

769_

l22,W4l
(410)

7,227
(13,418)

(1,438)

(18,s69)

177,o2'l

(28,302)

33,520 61,822

s 29,340 S 33.520

s 18,264 s 11,900

77,076 27,620

5 29,340 5 33,s20

Operatrng income

AdJustments to reconc|le operatrng Income to net cash

provided by (used Inl operatrng actrvrties

Deprecratron

Reserve for uncollectrble amounts
Change in:

Accounts recervable - water and wastewater
Other accounts recervable

PreDaid exDenses

Inventory
Accounts payable wastewater treatment
Accounts payable and other accrued expenses

Accrued payroll and related obligations
Unearned revenue

Net cash provided by (used rn) operating actrvities

Schedulc of Non-cash Caoital and Rcl.trd Financinr Activitics

29,604

Donated property S 1,595 S

The notes to financial statements are an integral part of this statement.

76,r72
(4,2361

t,25t
12771

(5os)

(1,ss9)

2,580
(2,430)

372

{21)

s 40,793

s 32,134

16,657

855

1,855
(102)

115

955
(4,s0s)

7,233

(1s)

(221

_S 49,15r_

4

981



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 31,2OL7 AND 2015

1. Organization

The Pittsburgh Water and Sewer Authority (Authority) provides water to approximately
80,000 residential, commercial, and industrial customers located in the City of Pittsburgh
(City), Pennsylvania, and collects wastewater throughout the City.

A Board of Directors (Board) appointed by the Mayor of the City governs the Authority.

The Authority is a body politic and corporate, organized and existing under the Pennsylvania
Municipalities Authorities Act. The Authority was established by the City in 1984 to assume
responsibility from the City for management, operation, maintenance, and improvement of
virtually the entire City water supply, distribution, and wastewater collection systems (the
"Water and Wastewater System" or "System"). The Authority's term of existence is through
2045. At inception, the City contributed S5.3 million to the Authority in the form of
customer accounts receivable.

The Authority has the right to establish user fees and charges without being subject to the
approval of any department, board, or agency of Pennsylvania or the City. The Authority is
also authorized to issue bonds and notes payable solely from the Authority's revenues.

During 2Ot7,it was announced that the Public Utility Commission (PUC) will begin oversight
of PWSA on April 7,2078.

2. Summary of Significant Accounting Policies

Reportins Entitv

These financial statements present the financial position, changes in net position, and cash

flows of the Authority. The Authority is a component unit of the City in accordance with
applicable guidance. The Authority's financial statements are not intended to present the
financial position or results of operations of the City taken as a whole.

Basis of Accounting and Measurement Focus

The accompanying financial statements have been prepared using the economic resources

measurement focus and the accrual basis of accounting in accordance with accounting

FR-VII.15



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED lN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 3I,2OL7 AND 2015

principles generally accepted in the United States of America, as prescribed by the
Governmental Accounting Standards Board (GASB). Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows.

The Authority functions as a Business-Type Activity, as defined by GASB.

Classification of Net Position

The Authority's net position is classified into three components - net investment in capital
assets; restricted; and unrestricted. These classifications are defined as follows:

o Net investment in capital assets - This component of net position consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of
bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets. Deferred outflows of
resources and deferred inflows of resources that are attributable to the acquisition,
construction, or improvement of those assets or related debt are also included in

this component of net position. lf there are significant unspent related debt
proceeds or deferred inflows of resources at the end of the reporting period, the
portion of the debt or deferred inflows of resources attributable to the unspent
amount is not included in the calculation of net investment in capital assets. Instead,

that portion of the debt or deferred inflow of resources is included in the same net
position component (restricted or unrestricted) as the unspent amount.

o Restricted - This component of net position consists of restricted assets reduced by

liabilities and deferred inflows of resources related to those assets. Generally, a

liability relates to restricted assets if the asset results from a resource flow that also

results in the recognition of a liability or if the liability will be liquidated with the
restricted assets reported.

o Unrestricted - This component of net position is the net amount of the assets,

deferred outflows of resources, liabilities, and deferred inflows of resources that are

not included in the determination of net investment in capital assets or the
restricted components of net position.

FR-VII.15



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tNDtCATED)

YEARS ENDED DECEMBER 3I,2OL7 AND 2015

When an expense is incurred that can be paid using either restricted or unrestricted
resources, the Authority's policy is to first apply the expense towards restricted resources
and then towards unrestricted resources.

Deposits and Investments

FR-VII.15

The Authority's cash and cash equivalents
deposits, and all highly liquid investments,
of three months or less at date of purchase.

are considered to be cash on hand, demand
both restricted and unrestricted, with maturity

Investments are recorded at fair value. Accordingly, the change in fair value of investments
is recognized as an increase or decrease to investment assets and investment income.

Fair Value Measurements

The Authority categorizes its fair value measurements within the fair value hierarchy
established by accounting principles generally accepted in the United States of America.
The hierarchy is based on the valuation inputs used to measure the fair value of the asset.
Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Premiums and Discounts

Original issue bond premiums and discounts are amortized over the life of the related bonds
using the straight-line method of amortization, which is materially comparable to the
effective interest method. The unamortized balance of premiums and discounts is

presented net on the statements of net position as a decrease or increase to bonds payable.

Deferred Charse on Refunding

In accordance with applicable guidance, the excess of the reacquisition price over the net
carrying amount of refunded debt is recorded as a deferred outflow of resources on the
statements of net position and amortized as a component of interest expense over the
shorter of the term of the refunding issue or refunded bonds.



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED rN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 3T,2OL7 AND 2016

Remarketine. Liquiditv. and Letter of Credit Fees

Associated with the Authority's variable rate bonds, the Authority pays various fees to
periodically remarket the bonds and to third parties to provide liquidity in the event that
the Authority is unable to remarket the variable rate bonds and needs to repurchase the
bonds on a temporary basis until they can be later remarketed. These fees are generally
paid quarterly and are calculated as a percentage of the outstanding par amount of the
variable rate bonds.

CapitalAssets

Capital assets owned by the Authority are recorded at cost including that portion of
deferred interest that is ultimately capitalized. Depreciation of capital assets owned by the
Authority is provided on the straight-line method based on the estimated useful lives of the
various classes of assets, Utility assets have estimated useful lives ranging from 30 to 70
years. Non-utility assets have estimated useful lives ranging from five to 10 years.

The Authority also receives donated property relating mostly to dedicated water and sewer
lines. These assets are capitalized at acquisition value at the date of the donation and

depreciated in accordance with the estimated useful lives noted above.

The water and sewer system represents assets leased from the City. Amortization of capital
lease assets is provided on the straight-line basis applying an estimated average remaining
useful life from the inception of the lease.

Maintenance and repairs are charged to expense as incurred.

Deferred Outflows/lnflows of Resources

In addition to assets, the statement of financial position reports a separate section for
deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) untilthen.

In addition to liabilities, the statement of financial position willsometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflow of resources, represents an acquisition of net position that applies to a

FR-VII.15



PITTSBURGH WATER AND SEWER AUTHORITY FR-VII.ls

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tNDtCATED)

YEARS ENDED DECEMBER 37,2OL7 AND 2015

future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The Authority's financial statements currently do not include that element.

Classification of Revenues

The Authority has classified its revenues as either operating or non-operating revenues
according to the following criteria:

o Operating revenues Operating revenues include activities that have the
characteristics of exchange transactions, such as residential, commercial, and
industrial water sales and wastewater treatment.

o Non-operating revenues - Non-operating revenues include activities that have the
characteristics of non-exchange transactions, such as interest income and other
revenue sources.

Compensated Absences

A liability for vacation, personal, and sick days is accrued when related benefits are
attributable to services rendered and to the extent it is probable that the Authority will
ultimately compensate employees.

Inventory

Inventory is stated at cost, on a moving average price basis.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets, deferred outflows of resources,

and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 3L,2OL7 AND 2015

Adoption of Accounting Pronouncements

The requirements of the following GASB Statements were adopted for the Authority's 2OL7

financial statements. The adoption of these pronouncements did not have a significant
impact to the Authority's financial statements.

GASB Statement No. 8O, "Blending Requirements for Certain Component Units - an
amendment of GASB Statement No. 74," clarifies the financial statement presentation
requirements for the blending of a component unit incorporated as a not-for-profit
corporation in which the primary government is the sole corporate member.

GASB Statement No. 87, "lrrevocoble Split-lnterest Agreements," improves accounting
and financial reporting for irrevocable split-interest agreements by providing
recognition and measurement guidance for situations in which a government is a

beneficiary of the agreement.

Pendine Pronouncements

GASB has issued statements that will become effective in future years including Statements
Nos. 75 (OPEB Employer), 82 (Pension lssues), 83 (Certain Asset Retirement Obligations), 84
(Fiduciary Activities), 85 (Omnibus 2017), 85 (Certain Debt Extinguishment lssues), 87
(Leases), and 88 (Certain Disclosures Related to Debt). Management has not yet
determined the impact of these statements on the financial statements.

3. Transactions with the City of Pittsburgh

During July 1995, the City and the Authority entered into a Capital Lease Agreement and a

Cooperation Agreement (collectively referred to as the "Agreements").

Coooeration Agreement

Under the terms of the Cooperation Agreement, City water department employees became

employees of the Authority. As a result, the Authority assumed various personnel-related

obligations from the City's water department. Other direct costs of the System's water
operations are now generally paid directly by the Authority under the Cooperation
Agreement, rather than paid by the City and reimbursed by the Authority. The City provides

FR-VII.15
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PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 3T,2OL7 AND 2015

the Authority with various services in accordance with the Cooperation Agreement and the
Authority reimburses the City for direct and indirect costs attributed by the City to the
operation and maintenance of the System.

Under the Agreements, the Authority provides up to 600 million gallons of water annually
for the City's use without charge. Also, the Authority assumes the City's obligation for the
cost of subsidizing water service to residents of the City situated beyond the Authority's
service area so that those water users pay charges that mirror the rates of the Authority.

The Authority is currently in the process of renegotiating the Cooperation Agreement and,

as such, has only made and recognized as expense three of the four quarterly payments to
the City for 2Ot7.

Svstem Leases

The Capital Lease Agreement stipulates minimum lease payments of approximately 5101
million, all of which were satisfied during the initial three years of the capital lease.

The Capital Lease Agreement has a term of thirty years and provides the Authority with the
option to purchase the System for one dollar in 2025.

Pension

Employees of the Authority participate in the City's Municipal Pension Fund Plan (Plan).

Employees who became members of the Plan prior to January 1, 1988 are required to
contribute SYo of pre-tax pay. Those joining thereafter are required to contribute 4%. The

Authority's 2OL7 and 2016 payroll covered by the Plan was approximately St3,800 and

S13,400, respectively. Employee contributions for the years 2017 and 2015 amounted to
5S+g and $533, respectively.

The City's obligations relative to the Plan are determined in accordance with various
Pennsylvania statutes. The extent of the Authority's participation in such obligations with
respect to those former City employees whose membership continued upon becoming
employees of the Authority is determined by the shared interpretation of the City and

Authority of the intent of the Cooperation Agreement.

FR-VII.15
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PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED rN THOUSANDS UNLESS OTHERWTSE tNDtCATED)

YEARS ENDED DECEMBER 3I,2OI7 AND 2015

The 2017 Minimum Municipal Obligation calculated for the City's Plan indicated a 2O77

normal cost of 5975 associated with Authority employees that participate in the City's Plan.

The Authority estimates that the normal cost for 2017, together with other elements of
expense for employee service during 2OL7, would not exceed the sum of the 2017
contributions made by the Authority and employees.

Uncertainty exists about the future obligation of the Authority and its employees to make
contributions to the Plan. Such contributions are contingent upon the continuing eligibility
of the Authority's employees to participate in the City's Plan. Eligibility for ongoing
employee participation in the City's Plan could end if the Authority were to introduce
another pension plan. At this time, the Authority and City have no definite plans to
establish another pension plan for the Authority, other than an agreement in principle that
the Authority should have its own plan in the future. Future obligations of the Authority to
make contributions to the Plan may also be subject to other amendments of the existing
arrangement agreed-upon by the Authority and the City.

Normal retirement benefits are available upon attainment of age sixty and completion of
twenty service years. Early retirement benefits are available upon attainment of age fifty
and completion of eight service years. Early retirement benefits may be deferred until age

sixty or may be obtained upon retirement at a reduced level. A member who terminates
employment after attaining age forty and completing eight service years can sustain
eligibility for benefits by continuing contributions through age fifty. A member who
terminates employment after attaining fifteen service years, but has been a member since

before January 1,1975, can be vested by continuing contributions through age fifty.

Retirement benefits for employees who were members of the Plan are based upon a

percentage of either three-year or four-year average pay, depending on date of hire,
subject to certain specified minimum monthly benefit amounts. Special membership and
benefit rules apply to those experiencing disability.

The "net pension liability" is an actuarial present value of credited projected benefits (a

standardized measure for financial statement disclosure of the present value of pension

benefits, adjusted for the effects of projected salary increases, estimated to be payable in

the future by the Plan as a result of members' service to date) less the pension plan's net
position available for paying such benefits. The measure is intended to help users assess

the Plan's funding status on a going concern basis, assess progress made in accumulating
sufficient assets to pay benefits when due, and make comparisons among public employee
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retirement systems. The Plan has not reported or attributed measurements of assets or the
net pension liability on the basis of the group of members who are Authority employees.

Additional information about the Plan and required supplementary information showing
the Plan's progress in accumulating sufficient assets to pay benefits when due is presented
in the City's Comprehensive Annual Financial Report.

4. Revenue and Accounts Receivable

Water

Water sales revenue is recognized as earned during the period when water is supplied to
customers. Customers are billed on a monthly billing cycle by the Authority based on actual
or estimated meter readings. The Authority recognizes unbilled accounts receivable for
water service provided prior to year-end that is billed during the following year.

Water accounts receivable are presented net of a reserve for uncollectible amounts. This

reserve, based on an analytical review of outstanding accounts and historical collection
data, is recognized coincident with recognition of revenue. At December 31, 2Ot7 and
2015, the reserve for uncollectible water accounts was approximately 522.OI million and

574.77 million, respectively. The Authority 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.

Wastewater Treatment

Although the Authority does not provide wastewater treatment, it assumed responsibility
for certain wastewater treatment revenue and expenses beginning in 1996. Effective May
2OO4, the Authority began direct billing City residents for current and delinquent
wastewater treatment charges and remitting to ALCOSAN the aggregate amount of service

charges billed. Wastewater treatment activity and the related assets and liabilities appear
on the statements of revenue, expenses and changes in net position and the statements of
net position, respectively. The related estimated amount of unbilled accounts receivable at
year-end has been recorded on the statement of net position. At December 31, 2O77 and
2015, the reserve for uncollectible wastewater accounts was approximately Sf f .gS million
and 57.s6 million, respectively.

FR-VII.15

13



PITTSBURGH WATER AND SEWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS

(DOLLARS EXPRESSED tN THOUSANDS UNLESS OTHERWTSE tND|CATED)

YEARS ENDED DECEMBER 3L,2OT7 AND 2016

FR.VII.15

5. CapitalAssets

Capital assets consisted of the following at December 37,2O77 and 2015:

Balance at
January 1,

2017 Additions
Reclassifications/

Transfers

Balance at
December 31,

2017

Capital assets, not being depreciated:
Construction in progress

Capital assets, being depreciated:
Utility assets

Non-utility assets

Total capital assets, being depreciated

Less accumulated depreciation

Total capital assets, being depreciated, net

Total capital assets

5 29,181 s (17,802)

77,428

374

17,802

(16,t72l'

1,630

s 88,861

858,169

22,343

880,512

(2e2,s7sl

587,937

S 1oo,24o

875,597

22,7L7

898,314

(3O8,747l,

589,557

5 676,798 5 30,811 (17,802)

Rec I a ss ifi cati ons/
Tra nsfers

s (21,2s0)

Balance at
Ja nua ry 1,

2016

s 70,204

837,067

22,195

859,262

l27s,eL8)
583,344

l_g!]Es_

Additions

s 39,907

21,702
748

2r,250
(16,657)

4,593

_$_1rE99_

Ealance at
December 31,

2016

s 88,861

858,169
22,343

880,512

l2e2,s7sl
587,937

Capital assets, not being depreciated:
Construction i n progress

Ca pita I a ssets, bei ng depreci ated:

Utility assets

Non-uti I ity assets

Total capital assets, being depreciated

Less a ccumulated deoreciati on

Total capital assets, being depreciated, net

Total capital assets J (21,b9.L _S 676JeB_

During 2OI7 and 2016, the Authority received donated utility assets of $1,595 and 5981,

respectively, related to various development projects.
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6. Payroll and Related Obligations

Payroll and related obligations presented on the statements of net position are comprised
of:

FR-VII.15

Balance at

December 31,

2076

Balance at

December 31,

Change 2077

Current

Portion

Compensated absences

Workers' compensation

Payroll, withhold ings,

and taxes

Compensated absences

Workers' compensation

Payroll, withhold ings,

and taxes

5 42s

2L9
5 452

200

L,L49

_s L811_

Balance at

December 31,

2076

33

(1s)

298

Ssg
10

L,149

_s 1,499-

Balance at

December 31,

2015

5 1,514

3t2 5 L,2L7

Current

PortionChange

5 (11s)

(3s)

135

s (1s)

5M
254

7L6

s 42s

2L9

851

5ss
10

851

L,499 S szq

7. Bonds and Loans Payable

Series 1998

In March 1998, the Authority issued 536,++O Series B First Lien Revenue Bonds ("1998

Series B Bonds"), the proceeds of which are dedicated to a capitalimprovements program.

The 1998 Series B Bonds are capital appreciation bonds with an original issuance amount of
535,440. During 2OI7,572,405 (par) of the 1998 Series B Bonds with an accreted value of
534,525 were refunded with the Series 2OI7 A bonds. The remaining 1998 Series B Bonds
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have maturity values ranging from 514.6 million to 526.9 million from 2O27 to 2030. The
bonds were issued to yield rates from 5.!8o/oto5.3%. The 1998 Series B Bonds accrue and
compound interest on a semi-annual basis and are carried at cost plus accrued interest.
Total maturity value of the 1998 Series B Bonds is 595.45 million.

The 19988 Bonds at December 3!,2O77 and 2015 have carrying amounts of approximately
SSg.g million and S85 million, respectively.

Series 2007

During March 2007, the Authority issued 5158,895 Series 2007 First Lien Water and Sewer
Revenue Bonds ("2OO7 Bonds"): 543,720 Series A of 2007 (fixed rate), 557,585 Series B-1 of
2007 (variable rate demand), and 552,590 Series B-2 of 2007 (variable rate demand). The
purpose of this bond issue was to refund the Series 2002 and Series 2005 Bonds. The Series
2OO7 B-7 and B-2 were currently refunded during 2013.

The 2007 Series A Bonds were paid off during 2Ot7 . At December 3L, 2015, the 2007 Series
A Bonds had carrying amounts of approximately 55.5 million.

Series 2008

During May 2008, the Authority issued 593,535 Series 2008 Water and Sewer System First

Lien Revenue Bonds ("2008 Fixed Rate Bonds"): 558,970 Series A of 2008 (fixed rate,
taxable) and 524,665 Series D-1 of 2008 (fixed rate). The purpose of this bond issue was to
advance refund portions of certain maturities of the Series 1993A and Series 2003 Bonds, to
fund the costs of certain capital additions, to fund the premium for the Bond Insurance

Policy securing payments on 2008 Fixed Rate Bonds, and to fund termination payments on

certain interest rate swaps.

During June 2008, the Authority issued 5320,515 Series 2008 Water and Sewer System First

Lien Revenue Bonds ("2OO8 Variable Rate Demand Bonds"): 5145,495 Series B of 2008
(variable rate demand), 551,910 Series C-l of 2008 (variable rate demand), 551,885 Series

C-2 of 2008 (variable rate demand), and 57L,225 Series D-2 of 2008 (variable rate demand).
The purpose of this bond issue was to currently refund the Series 19984 and Series 1998C,

to currently refund certain maturities of the Series 2007 B-1 and Series 2OO7 g-2 Bonds, to
advance refund certain maturities of the Series 19988 Bonds, to fund approximately S98
million of certain capital additions, to fund the premium for the Bond Insurance Policy

FR-VII.15
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securing payments on 2008 Variable Rate Demand Bonds, and to fund termination
payments on certain interest rate swaps.

In connection with these advance refundings, portions of the proceeds of the 2008 Bonds
were deposited into irrevocable trusts with an escrow agent to provide for certain debt
service payments on the refunded bonds.

The maturity value of defeased 19988 compound interest bonds outstanding at December
3L,2oL7 and 2016 was 519,800.

The 2008 Series C Bonds (2008 Variable Rate Bonds) as originally offered bear interest at a
variable rate with interest payments due on the first business day of each month. Interest
rates are reset weekly; the fluctuating rate per annum to be determined by the respective
remarketing agents. The weekly rate is subject to a cap of 12% per annum.

As of September 1, 2015, the C-l-D bonds were converted to the LIBOR-based interest rate
mode. At December 31, 2OL7 and 2015, the interest rate was L.56To and 7.t22Yo,

respectively. Liquidity facilities provided by Bank of America Merrill Lynch on the 2008 C1-D

Series bond were renewed as of November 3,2O74 and expire on September 1, 2018.

During September 2013, the 2008 Series C-1A, B and C bonds were converted and
reoffered. The bonds were converted to index interest rate mode. The reoffered bonds are
as follows: Series C1-A S10,000,000; Series C1-B S10,000,000; and Series C1-C 55,000,000.

During November 2014, the 2008 Series C-1A, B, C, and C-2 were reissued and restructured
tobearinterestbaseduponTOo/oofone-monthLlBOR. Thefixedratepaidontheswapsby
the Authority was amended from 3.998%to 3.5O%. Liquidity facilities provided by Bank of
America Merrill Lynch (C-1A, 1B, 1C) and JP Morgan Chase (C-2) were also renewed as of
November 3,2OL4 and expire on September L,2O2O and November 3, 2018, respectively.

Variable Rate Bonds are subject to optional redemption, in whole or in part, on any date, at
the option of the Authority. The 2008 Series C Bonds that mature on September 1 of 2035

are subject to mandatory sinking fund redemption.

The 2008 Series Bonds are subject to extraordinary redemption prior to maturity at the
option of the Authority in the event of a condemnation, damage, or destruction of the
water and sewer system.

FR-VII.15
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During 2Ot7,the 2008 Series A, B, and D-2 Bonds were currently refunded, and the 2008
Series D-1 Bonds were advance refunded, with Series 2OI7 A, B, and C Bonds.

The 2008 Bonds at December 31,2017 and 2015 have carrying amounts of approximately
Sto+ million and 5414 million, respectively.

Variable rate bonds require a liquidity facility and/or a letter of credit. The Authority is

subject to the risk that the bank does not renew the credit facility and/or that the pricing

changes throughout the life of the bonds. Additionally, the Authority purchased insurance
as a credit enhancement on the variable rate bonds. Trading spreads on the bonds and the
preservation of the liquidity facility may be largely linked to the credit quality of the
insurance provider. Therefore, if there is an event that would adversely affect the investor's
perception of the credit quality of the insurer, the Authority could be subject to paying

higher credit spreads on the bonds and risk losing the liquidity facility.

In conjunction with the issuance of the 2008 Variable Rate Bonds, the Authority entered
into various pay fixed/receive variable interest rate swaps to effectively change the Bonds'

variable interest rates to synthetic fixed rates. These swap transactions are discussed in
Note 8: Interest Rate Swaps.

Series 2013

During December 2013, the Authority issued S130,215 Series A First Lien Revenue

Refunding Bonds ("2013 Series A Bonds"), the proceeds of which were used to defease

through current refunding the entire balance of the Series 2003, Series 2OO7 B-L, and Series

2007 B-2 and pay certain amounts in respect of termination of certain interest rate swap

agreement related to the Series 2007 B-7 and B-2 bonds; 586,695 Series B First Lien

Revenue Bonds ("2013 Series B Bonds"), the proceeds of which are to fund certain water
and sewer system capital improvement projects and reimburse the Authority for certain
capital expenditures paid for by the Authority.

The 2013 Bonds were issued at a bond premium of 514,828, which is being amortized as an

adjustment to interest expense over the life of the bonds.

During 2077,542,340 of Series 2013 B bonds outstanding were currently refunded with
Series 2077 A bonds.

FR-VII.15
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The 2013 Bonds at December 31,2O77 and 2015 have carrying amounts of approximately
Stgg million and S178 million, respectively.

Series 2017

During December 2017, the Authority issued 5165,390 First Lien Revenue Refunding Bonds
composed of Series A (159,795) and Series B (taxable) (5S,SSS1. The proceeds of the bonds
were used to fund the costs of the refunding of all or a portion of the Authority's
outstanding Series of 19988, 2008A, 2008D-1, and 20138 water and sewer system revenue
bonds. The refunding was completed to reduce the Authority's debt service payments over
the next 15 years by approximately 56,275 and to obtain an economic gain (difference

between present values of old and new debt service payments) of $5,311.

The 2O77 A and B Bonds were issued at a bond premium of 523,374, which is being
amortized as an adjustment to interest expense over the life of the bonds.

The 2017 A and B Bonds at December 3L,2OL7 have carrying amounts of approximately
5f0O million and 55 million, respectively. The maturity value of defeased 2008-D1 bonds

outstanding at December 3L,2OL7 was $24,555.

During December 2017, the Authority issued 5218,805 Series C First Lien Revenue

Refunding Bonds, the proceeds of which were used to fund the costs of refunding the
Authority's outstanding Series 2008 B-1, B-2, and D-2 water and sewer system revenue
bonds. The refunding was completed to reduce the Authority's debt service payments over
the next 23 years by approximately $9,782 and to obtain an economic gain (difference

between present values of old and new debt service payments) of 57,852.

The 2017 C Bonds at December 3L,2OL7 have a carrying amount of approximately S2tg
million.

Deferred Charee on Refunding

In conjunction with the debt refundings described above, the Authority has recorded a

deferred charge on refunding, which is shown as a deferred outflow of resources on the
statements of net position. The deferred charge on refunding at December 31, 2O77 and
2015 is as follows:

FR-VII.15
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Balance at

December 3!,2016 Additions Amortization

Balance at

December 3I,2OL7

Deferred charge on refunding s 25,008

Balance at

December 31, 2015

s 98,931 s 13,61.3

Additions Amortization

s 170,326

Balance at

December 31,2076

Deferred charge on refunding

Revolvins Line of Credit

27,729

In July 2016, the Authority obtained an S80 million revolving line of credit to finance certain
capital projects. The revolving line of credit is secured by the revenues of the Authority.
The Authority has until July I, 2020 to request revolving advances on the line of credit, at
which time the Authority has the option to convert the unpaid principal amount of the
outstanding revolving advances to a term loan advance. Each revolving advance bears

interest at the LIBOR Index Rate, which ranged from 1.4958% to 2.O4% and 1.3015% to
L.4958Yo for the years ended December 3L,2OL7 and 2016, respectively. At December 31,
2077 and 2016, the Authority had drawn S+g.g million and Stf.g million, respectively, in
revolving advances.

State Loans

The Authority has several loans outstanding from PENNVEST for various capital projects and

water and sewer improvement projects, with carrying amounts of approximately 531
million and 534 million at December 2!,2OI7 and 2015. Interest rates vary from 1.00% to
3.25%.

Capital Lease

During 2015, the Authority entered into a lease agreement as lessee for financing the
acquisition of a utility assets valued at S7,445. The utility assets have a ten-year estimated
useful life. Depreciation on the utility assets began in 2015, with accumulated depreciation
totaling 51,489 and 5745 for the years ended December 3I,2O77 and 2016, respectively.
This lease agreement qualifies as a capital lease for accounting purposes and, therefore, has

been recorded at the value of future minimum lease payments as of the inception date. At

$ 2,720 25,008
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December 3I,2OI7 and 2015, the outstanding balance of the capital lease was $5,331 and

S5,755, respectively.

Swap Borrowing

During November 2014, the Authority terminated the original 2008 Series 2008 C-1A, C-18,

C-1C, and C-2 swaps and reissued and restructured the swaps to bear interest based upon
7O% of one-month LIBOR. At termination, those derivative instruments had an aggregate
fair value of ($9,471), which is considered a swap borrowing from the counterparty. The

swap borrowing is being amortized over the remaining life of the bond. At December 31,
2017, the unamortized balance is 58,038.

During December 2O77, the Authority terminated the original 2008 Series B-7, B-2, and D

swaps and reissued and restructured the swaps to bear interest based upon 7O% of one-
month LIBOR. At termination, those derivative instruments had an aggregate fair value of
(570,859), which is considered a swap borrowing from the counterparty. The swap

borrowing is being amortized over the remaining life of the bond. At Decemb er 3I, 2OL7,

the unamortized balance is S70,393.

FR-VII.15
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Bonds, state loans payable, revolving line of credit, capital lease, and swap borrowing
consisted of the following at December 3I,2O77 and 2015:

FR-VII.15

Bonds and loans payable:

Revenue bonds:

1998 Series B

2007 Series A

2008 Series A

2008 Series B-1

2008 Series B-2

2008 Series D-l
2008 Series D-2

2008 Series C-2

2008 Series C-1A

2008 Series C-18

2008 Series C-1C

2008 Series C-1D

2013 Series A

2013 Series B

2017 Series A

2017 Series B

2017 Series C

State loans (PENNVEST)

Revolving line of credit
Capital lease

Swap borrowing

Balance at
December 31,2016

S ss,srs
5,480

68,970
72,750

72,745

24,665

77,225

51,820

10,000

10,000

5,000
26,840

95,285

83,020

Mditions Accretion Reductions

s 4,1s0 s (3s,7s2)

(5,480)

(68,970)

l72,7s0l
(72,745)

(24,665)

177,22s1

(1,460)

144,260l'

Balanceat
December 31,2017

s 53,911

583,313

33,515

11,800

6,755

8,479

743,963

159,795

5,595

218,805

384,195

988

32,000

70,869

.88pt

+
,lqn

(397,307)

(3,316)

1424l'
(e17)

(401,964)

51,820

10,000

10,000

5,000

26,84O

93,825

38,750

r59,795
5,595

218,805

674,357

31,188

43,800

5,331

79,431

834,101

Unamortized bond (discount) premium_LL4_ 23,374 

- 

(3,210) 32,076

Total bonds and loans, net 5 755,775 5577,426 S 4,150 S (405,174) 5 g66,tll
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Balance at
December 31, 2015 Additions Accretion Reductions

81,135 S S 4,377

10,700

58,970
72,750
72,745
24,665
7r,225
51,820

10,000

10,000

5,000

26,U0
106,90s

Balance at
December 31, 2016

S ss,srs
5,480

68,970
72,750
72,745
24,665
7L,225
51,820

10,000

10,000

5,000

26,840
95,285

83,020

683,313

33,516

11,800

5,755
8,479

743,963

Bonds and loans payable:

Revenue bonds:

1998 Series B

2007 Series A

2fi)8 Series A

2008 Series B-1

2008 Series B-2

2008 Series D-1

2008 Series D-2

2008 Series C-2

2008 Series C-1A

2008 Series C-18

2008 Series C-1C

2008 Series C-1D

2013 Series A

2013 Series B

state loans (PENNVEST)

Revolving line of credit
Capital lease

Swap borrowing

g4,gg0

597,636
36,051

7,t55
8,gLL

749,763

- 

4,377
769

11,800

s

ls,22o')

(11,52;)
(1,860)

(18,700)

(3,304)

(410)

(4321

(22,8r'l61t2,559 4,377

Unamortized bond (discount)premium_13I?3_ 23 

- 

(1,634) Ll,9L2

Total bonds and loans, net s 763,286 s t2,s92 s 4,377 s (24,480) 5 7ss,77s
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Debt service payments on the Revenue Bonds at Decembe r 37,2077 are as follows:

Revenue Bonds

Principal Interest Total

2018 s 2L,225

2019 19,955

2020 21,005

202L 2L,840
2022 22,890

2023-2027 L73,LL4

2028-2032 99,915

2033-2037 787,020

2038-2040 r32,62L

5 46,202

46,426

46,5L2

46,295

45,249

233,0L7

234,826

236,072

L43,364

24,977

26,477
25,507

24,455

23,359

119,903

I34,gLL
49,052

L0,743

539,585 _s 439,3?'

Accretion 34,766

Total l_5?4,351_

5 L,079,962

Debt service payments of the State Loans at December 37,2OL7 are as follows:

State Loans

Principal Interest

S 3,378 S

3,443
3,509

3,578
3,607

9,959

3,690

34

2018

20L9

2020
2027
2022

2023-2027

2028-2032

2033

s7e s
5L4

447

379

309

832
132

3,957

3,957

3,956

3,957

3,915

r0,791
3,8L2

34

l__31,]!9_ _S 3,1er_ l_11!!g_
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Repayment of the revolving line of credit will begin once the Authority has drawn all
available advances from the line.

Minimum lease payments of the capital lease at December 3L,2OI7 are as follows:

Capital Lease

Principal Interest Total

FR-VII.15

2018

20L9

2020
2027
2022

2023-2027

2028-2029

5 438

454

469

485

502

2,794
1,199

208
193

178

L62

145

45L

4L

646

647

647

647

647

3,235

r,240

5,331 L,378

Amortization on the swap borrowing is as follows:

Year Ending

December 31,

2018

20L9

2020

202L

2022

2023-2027

2028-2032

2033-2037

2038-2040

Principal

s 3,195

3,273

3,353

3,434

3,518

L8,920

2L,O78

r8,o74

3,586

_s ,8,131_

lnterest

1,891

1,813

L,733

L,652

1,568

6,510

4,090

1,553

110

s 20,930

7,709
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Interest payments were calculated for the Variable Rate Bonds using the synthetic fixed rate
interest rates as described in Note 8.

Interest and amortization expense for the years ended December 31 is as follows:

2017 20t6

ln accordance with the provisions of the trust indentures forthe 1998, 2OO7A,2008,2013,
and 2O!7 Bonds, the Authority has created a number of funds that are restricted for specific
purposes. The complement of these restricted funds, collectively referred to on the
statements of net position as "Restricted Assets," at December 3L,2OI7 and 2015 was:

2017 2016

Capital project funds STST
Debt service and reserve funds L5,707 76,337

Bond, loan and swap interest

Accretion

Amortization of deferred refunding loss,

discounts and premiums

Liquidity and remarketing fees

Other

Operating reserve account

Other funds

S 27,243 5 29,262

4,150 4,377

1,065 1,109

1,483 1,406

972 872

12,654 9,4L8

585 581

_S 2e,s48_ l___?9!!Z_

Among the Authority's debt covenants is one which requires that rates charged by the
Authority will be sufficient to satisfy a formula which is intended to ensure that the
Authority will be able to satisfy debt service requirements. The trust indenture also

requires that revenue collections be deposited into a Revenue Fund and disbursed
therefrom as provided for in the trust indenture. This Revenue Fund constitutes the vast
majority of unrestricted funds cash and cash equivalents. At December 31, 2017, the
Authority was in compliance with these covenants.
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8. Interest Rate Swaps

lnterest rate swaps disclosures (not in thousands) as of December 31, 2O77 and 2016 are
presented below.

lnterest rate swaps at December 3I,2077:

Current Interest Interest Counterparty

Notional Effective Maturity Rate Rate Credit Underlying

Amount Date Date Paid Received Rating Bonds

Hedging derivatives, Cash flow hedges, Receive variable - pay fixed, lnterest rate swaps:

5 72,747,500 7212812077 09/0u2039 1.732% 70% 1mo LIBOR A- Series 2017 C *

4t,464,000 ttl13/20l4 09/0712035 2.000o/o 70% 1mo LIBOR A- Series 2008 C *

72,747,500 1212812077 09101/2039 t.732% 70% 1mo LIBOR A+ Series 2017 C *

7I,225,000 1212812077 0910U2040 I.735To 70% 1mo LIBOR A+ Series 201.7 C *

Investment derivatives, Receive variable - pay fixed, Interest rate swap:

62,195,000 LIl03l2O74 0910712035 3.500% 70% 1mo LIBOR A+ Series 2008 C

* - Represents a hybrid instrument comprised of an on-market swap and a borrowing. The information above
reflects the on-market rate as of the date on which the swap was associated with the underlying bonds.
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Interest Rate Swap - Fair Value Information:

t2l3r/z1r1 Change L2l3tl2OL6 Change Swap L2/3U2OI7
Notional Fair rn Fair Fair rn Farr Termination Fair

Amount Value I Value Value * Value Loss Value I Underlying Bonds

Hedging derivatives, Cash flow hedges, Receive yariable - pay fixed, Interest rate swaps:

s 72,747,soo s (24,80s,143) s 2,407,018 s l22,3s8,L2sl s (s86,s21) s (22,984,6461 s Series 2008 B-1

72,747,500 (484,501) - (484,501) Series 2017 C

47,464,000 (2,562,866) 627,794 (1,935,072) 100,932 - (1,834,140) Series 2008 C

72,747,500 (24,805,143) 2,4O7,O[B 122,398,1251 (435,294) 122,833,4t91 - Series 2008 B-2

72,747,500 (484,501) (484,501) Series 2017 C

7t,22s,ooo (25,326,835) 2,LGL,42O 124,t65,4t51 (885,464) (25,050,879) - Series 2008 D
71,225,000 - (475,904) 

- 

(475,9041 Series 2017 C

178,499,9871 7,603,250 170,896,7371 (3,251,2s3) 170,868,9441 (3,279,0461

Investment derivatives, Receivc variable - pay fixed, Interest rate swap:

62,196,000 (17,565,351) L,69O,469 1rs,874,8821 835,346 

- 

(15,039,535) Series 2008 C

rotal _S (r6,06t:3!i _S ,,rr3Jlr__S (86,??1,61r)_ _S e,4$,r04_ _S (?0,868,1441_ _5 (18,318,s8r)_

* The fair value is an estimated net present value of the expected cash flows calculated using relevant mid-market data inputs

and based on the assumption of no unusual market conditions or forced liquidation.

The aggregate change in fair value during the year for hedging derivatives is reported on the
statement of net position as a deferred outflow and swap borrowing and the investment
derivative is considered an ineffective hedging derivative, whereby the change in fair value
will be reported as a change in fair value of swap on the statement of revenues, expenses

and changes in net position. The swaps are valued using significant other observable inputs
(Level 2 inputs).

Description of the Swaps

During fiscal year 2008, the Authority entered into five pay-fixed, receive-variable interest
rate swap contracts. The 2008 C interest rate swaps were effective June L2, 2OO8.

Beginning September 1, 2008, the Authority began to make semi-annual interest payments

on the 1st of each March and September through September 1, 2035 (two swaps);

September L,2039 (two swaps); and, September t,2O4O (for one swap), respectively. The

Counterparties make monthly interest payments on the 1't of each calendar month, which
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began July 1, 2008 through September 1, 2035 for two of the swaps; September L,2O39 for
two of the swaps; and September 1, 2040 for one swap.

The intention of the 2008 swaps was to effectively change the Authority's variable interest
rate on the 5145,495 Water and Sewer System (Variable Rate Demand) First Lien Revenue
Refunding Bonds Series B of 2008, on the 57t,225 Water and Sewer System (Variable Rate

Demand) First Lien Revenue Bonds Series D-2 of 2008, and on the 5103,795 Water and
Sewer System (Variable Rate Demand) Subordinate Revenue Refunding Bonds Series C of
2008 (the bonds) to synthetic fixed rates of 4.O38%, 4.103%, and 3.998%. respectively.

During November 2014, the 2008 Series C Bonds were reissued and restructured to bear
interest based upon 70% of one-month LIBOR. In conjunction with this
reissuance/restructuring, the floating rate on the Series 2008 C swaps was converted from
SIFMA to 7O% of one-month LIBOR and the fixed rate was amended from 3.998% to 3.50%.
With respect to the Series 2008 C swap treated as an effective hedge, this "off-market"
swap is considered to be a hybrid instrument consisting of an on-market swap and a

borrowing. The on-market swap rate is calculated as of the date of reissuance. The
borrowing will be amortized over the remaining life of the swap and is included in bonds
and loans payable on the statement of net position. See Note 7: Bonds and Loans Payable
for detail on the borrowing.

The bonds will accrue interest at a weekly rate that is determined by a remarketing agent
on each effective rate date. The interest rate on the bonds may not exceed 12%. Per the
interest rate swap agreements, the Authority will receive SIFMA Municipal Swap Index
while paying fixed rates as noted in the chart above.

The interest payments on the 2008 interest rate swaps are calculated based on notional
amounts, all of which reduce, beginning on September 1, 2O72 for the 2008 C Bonds,
September 7,2032 forthe 2008 D2 Bonds and September 1,2035 forthe 2008 B Bonds, so

that the notional amounts approximate the principal outstanding on the respective bonds.
The interest rate swaps expire consistent with the final maturity of the respective bonds.

During December 2017, the swaps that were previously associated with the 2008 B-1, 2008

B-2 and 2008D bonds were newly associated with the 2OI7C refunding Bonds.

FR-VII.15
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Descriotion of 2017 C Swaps

During fiscalyear 2017, the Authority restructured three pay-fixed, receive-variable interest
rate swap contracts. The original interest rate swaps were effective June L2, 2OO8.

Beginning December 28, 2OL7, the Authority will make semi-annual interest payments on
the 1st of each March and September through September 1, 2039 (two swaps); and,

September 1,2O4O (for one swap), respectively. The Counterparties make monthly interest
payments on the lst of each calendar month, which begin February 2018 through
September L,2039 for two of the swaps; and, September 1, 2040 for one swap.

The intention of the 2017 swaps restructuring is to effectively change the Authority's
variable interest rate on the 5216,720,000, Water and Sewer System First Lien Revenue
Refunding Bonds Series C of 2OL7 with notional amounts of 57L,225,OOO,572,747,500, and

$72,747,5O0 to fixed rates of 3.8255To,3J7O%, and 3.7835%, respectively.

The bonds will accrue interest at a weekly rate that is determined by a remarketing agent
on each effective rate date. The interest rate on the bonds may not exceed 12%. Per the
interest rate swap agreements, the Authority will receive 7O% of one-month LIBOR.

The interest payments on the interest rate swaps are calculated based on notional amounts,
all of which reduce beginning on September 2O32, so that the notional amounts
approximate the principal outstanding on the respective bonds. The interest rate swaps

expire consistent with the final maturity of the respective bonds.

Accounting and Risk Disclosures

During the years ended December 37, 2077 and 2015, the Authority paid 512,5t2 and

S13,418, respectively, fixed and received 52,467 and 57,227, respectively, variable related
to their outstanding swap agreements.

As noted in the tables above, current period changes in fair value for the interest rate swaps

that are accounted for as hedges are recorded on the statements of net position as an

adjustment to deferred outflows. Additionally, current period changes in fair value for the
interest rate swap accounted for as an investment is recorded on the statements of
revenues, expenses, and changes in net position as a component of investment income.

FR-VII.15
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The fair value of the outstanding interest rate swaps as of December 3!,2OI7 and 2016 is
reported on the statements of net position as a swap liability.

The Authority has the ability to early terminate the interest rate swaps and to cash settle
the transaction on any business day by providing at least two business days' written notice
to the counterparty. Evidence that the Authority has sufficient funds available to pay any
amount payable to the counterparty must be provided at the time notice is given. At early
termination, the Authority will be required to pay or receive a settlement amount which is

comprised of the fair value of the terminated transaction(s) based on market quotations
and any amounts accrued under the contract(s).

Through the use of derivative instruments such as interest rate swaps, the Authority is

exposed to a variety of risks, including credit risk, interest rate risk, termination risk, basis

risk, and rollover risk.

o Credit risk is the risk that a counterparty will not fulfill its obligations. The credit
ratings by Moody's Investors Service, Inc., a nationally recognized statistical rating
organization for the respective counterparties are listed in the table above. lf a

counterparty failed to perform according to the terms of the interest rate swap
agreement, there is some risk of loss to the Authority, up to the fair value of the
swaps.

The Authority currently does not enter into master netting arrangements with its
counterparties. As such, each derivative instrument should be evaluated on an

individual basis for credit risk. As the Authority's derivative instruments currently
have a negative fair value position to the Authority at year-end, the Authority is not
exposed to credit risk at December 31,2OL7.

Concentration of credit risk: The Authority currently has two counterparties, with
three and two outstanding interest rate swaps, respectively. The Authority's
outstanding market value as of December 31, 2O17 and 2016, respectively, is

S(15,999,941) and 5(62,438,422) with one counterparty and $(2,318,541) and

5(24,333,197) with the second counterparty. Both counterparties operate in the
same markets and could be similarly impacted by changes in economic or other
conditions.

FR-VII.15
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It is the Authority's policy to require counterparty collateral posting provisions in its
non-exchange traded derivative instruments. Their terms require collateral to be
posted if the respective counterparty's credit rating falls below BBB+ by Standard &
Poor's and the swap insurer becomes bankrupt. The amount of collateral to be
posted is calculated based on derivatives in asset positions to the Authority. As of
year-end, the counterparties had not and were not required to post collateral for
these transactions.

Termination risk is the risk that a derivative's unscheduled end will affect the
Authority's asset/liability strategy or will present the Authority with potentially
significant unscheduled termination payments to the counterparty. The

counterparties to the interest rate swaps do not have the ability to voluntarily
terminate the interest rate swap; however, the Authority is exposed to termination
risk in the event that one or more of the counterparties default. During 2074,2OOB
C swaps were terminated and reissued. During 2OI7,the 2008 B-1, B-2, and D swaps
were terminated and reissued.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
values of a government's financial instruments or cash flows. The interest rate swap
that is accounted for as an investment exposes the Authority to interest rate risk.

The interest rate swap is highly sensitive to changes in interest rates; changes in the
variable rate will have a material effect on the swap's fair value. The interest rate
swap willterminate on September 4, 2035.

Basis risk is the risk that arises when variable interest rates on a derivative and an

associated bond or other interest-paying financial instrument are based on different
indexes. The Authority is subject to basis risk on the 2008 C swaps as the interest
index on the variable rate arm of the swaDs is based on the TOYo of one-month LIBOR

and the variable interest rate on the bonds is based on a different index, a weekly
rate that is determined by a remarketing agent. Although expected to correlate, the
relationships between different indexes vary and that variance could adversely
affect the Authority's calculated payments, and as a result cost savings or synthetic
interest rates may not be realized.

The Authority is further subject to basis risk in the event that the underlying bonds
become fixed rate Bank Bonds or that the maturity of the underlying bonds is
accelerated as discussed in Note 7: Bonds and Loans Payable.
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o Rollover risk is the risk that a derivative associated with the Authority's debt does
not extend to the maturity of that debt. When the derivative terminates, the
associated debt will no longer have the benefit of the derivative. The Authority is

not exposed to rollover risk as the swap agreements terminate on the same day the
last payment is due on the respective bonds.

Contingencies

All of the Authority's derivative instruments include provisions that require the Authority to
post collateral in the event that the credit ratings of its credit support provider's senior long
term, unsecured debt credit rating falls below BBB+ by Standard & Poor's and FSA, the swap
insurer, becomes bankrupt. The amount of collateral to be posted is calculated based on
derivatives in negative fair value positions to the Authority. The collateral is to be posted in
the form of cash, U.S. Treasuries or other approved securities. As of year-end, the Authority
had not and was not required to post collateral for these transactions.

9. Deposits and Investments with Financial Institutions

The Authority is authorized to invest in: obligations of the U.S. Government and
government-sponsored agencies and instrumentalities; fully insured or collateralized
certificates of deposits; commercial paper of the highest rating; repurchase agreements
collateralized by government obligations or securities; highly rated bank promissory notes
or investment funds or trusts; and, as to trusteed assets, as otherwise permitted by the
trust indenture as supplemented and amended in 1998. Throughout the years ended
December 3L, 2OI7 and 2016, the Authority invested its funds in such authorized
investments. The Authority does not have a formal investment policy which addresses
custodialcredit risk, interest rate risk, credit risk, or concentration of credit risk.

GASB Statement No. 4O, "Deposit ond lnvestment Risk Disclosures," requires disclosures
related to the following deposit and investment risks: credit risk (including custodial credit
risk and concentration of credit risk), interest rate risk, and foreign currency risk. The

following is a description of the Authority's deposit and investment risks:

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure,
the Authority's deposits may not be returned to it. As of December 3I,2OI7 and 2015,

5L7,874 and S23,605, respectively, of the Authority's bank balance of S18,124 and

FR-VII.15
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523,855, respectively, was exposed to custodial credit risk; $17,874 and SZ3,GOS of
these amounts exposed to custodial credit risk are collateralized in accordance with Act
72 of the Pennsylvania state legislature, which requires the institution to pool collateral
for all governmental deposits and have the collateral held by an approved custodian in
the institution's name. These deposits have carrying amounts of 511,076 and $21,520
as of December 31, 2OL7 and 2016, respectively, all of which is reported as current
assets in the statements of net position.

At December 37,2OI7, the Authority held the following investment balances:

FR-VII.15

s 29,948 s 29,948

At December 3I,2O75, the Authority held the following investment balances:

Maturity in years

Less

than 1 year

S 8,573

11,900

5,864

5 26,337

PA INVEST

Money market

U.S. Treasury bills

Total Investments

PA INVEST

Money market

U.S. Treasury bills

Total Investments

Carrying value

S s,e+g

78,264

3,035

Maturity in years

Less

than L year

5 g,s4g

19,264

3,035

Carrying value

S 9,573

11,900

5,854

26,337

Money market funds are included in cash and cash equivalents as non-current restricted
assets on the statements of net position.

The carrying value of the Authority's investments is the same as their fair value amount.
U.S. Treasury bills are valued using quoted market prices (Level 1 inputs).
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The Authority's investments in money markets and PA INVEST (external investment
pool) are the same as the value of the pool shares and are reported at amortized cost,
which approximates market. All investments in an external investment pool that are not
SEC-registered are subject to oversight by the Commonwealth. The Authority can

withdraw funds from INVEST without limitations or fees.

Interest Rate Risk - Interest rate risk is the risk that changes in the interest rates will
adversely affect the fair value of the Authority's investments. The Authority is not
subject to interest rate risk, as all of its investments at December 31, 2Ol7 and 2015 had

maturities of less than one year.

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligation. As of December 31, 2OL7 , the Authority's investments in PA

INVEST were rated AAAm by Standard & Poor's. The Authority's investments in U.S.

Treasury bills at December 3t,2O!7 were rated A-1+ by Standard & Poor's.

Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to
the magnitude of a government's investments in a single issuer. The Authority places no

limit on the amount it may invest in any one issuer. The Authority has no investments
of greater than 5% with one issuer.

As further described in Note 8, the Authority has a derivative instrument that is

accounted for as an investment. Credit and interest rate risks related to this investment
are described in Note 8.

FR-VII.15
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10. Net Position

Net position represents the difference between assets, deferred outflows of resources, and
liabilities. An analysis of net position amounts is as follows:

December 31

2077 20t6

FR-VII.15

Net investment in capital assets:

Net property, plant, and equipment

Debt subject to capital improvements

Swap liability net of deferred outflow
Swap borrowing

Deferred charge on refunding

Restricted for capital activity and debt service:

Capital projects

Debt service and reserve funds

Restricted assets:

Operating reserve account

Other funds

Unrestricted

Total net position

(29,509) (5,395)

5 6g9,goz
(752,9791

(15,040)

(78,4371

Lto,326

I
L6,707

5 675,798
(699,185)

(15,875)

{8,479l,

25,008

1

t6,337

72,654

586

9,418

581

13,240 9,999

(27,4671 (42,r27l'

11. Operating Lease

Operating Lease

The Authority leases office space. The term of the lease is for twenty years commencing on

August 7, 2OO7 and end ing on J uly 3I, 2027. The lease is subject to an automatic roll-over
for five years, if the Authority does not communicate in writing one year prior to expiration
that is desires not to extend the lease. The general terms of the lease require the lessor to
provide for utilities, building repairs, maintenance, and realestate taxes.
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The total minimum future commitments under the lease for year ended December 3L,2077
are as follows:

5 eor
561

66L
561

667

3,252

s 6,563

The total annual rental for office space was approximately 5650 and 5676 for 2O!7 and
2015, respectively.

12. Commitments and Contingencies

The Authority is proceeding with a capital improvement program which the Authority's
independent engineer has estimated will entail expenditure of the existing construction
funds and potential future bond issues.

In addition to the matters discussed below and in Note 13, Consent Agreement, various
other claims and lawsuits are pending against the Authority. The ultimate outcome of these
claims and lawsuits cannot presently be determined and, accordingly, no provision for
amounts arising from settlements has been made in these financial statements. In the
opinion of management, the effect on the financial statements of potential losses

associated with any such claim and/or lawsuit should not be material.

During 2015, the Authority initiated an arbitration proceeding against Veolia Water North
America (Veolia), the previous management company of the Authority. Veolia subsequently
asserted counterclaims against the Authority. This matter was settled during 2017 with no
material effect on the Authority's financial statements.

The Authority was insured for general liability coverage through 2001; however, effective
January I,2002, it became self-insured. In previous years, the Authority established a fund
to pay for deductibles, small claims, and other litigation costs. At year-end, the balance in
this fund was approximately $585. This fund is grouped with "Restricted Assets" on the

FR-VII.15
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statements of net position. During 2077 and 2015, the Authority paid $0 from this fund for
claims.

Lead Mitisation

The Authority has implemented a number of critical initiatives to comply with the lead
service line replacement consent order, and other requirements mandated by the
Pennsylvania Department of Environmental Protection (PADEP). These initiatives include:
(1) a lead service line identification program to be completed by 2O2O for residential
properties and 2O22 for commercial properties, (2) a water treatment program to mitigate
lead corrosion so as to comply with current water quality standards, and (3) a lead service
line replacement program. These requirements are stipulated in the PADEP consent order
with the city of Pittsburgh and the Authority dated November 2017.

The lead service line identification program determines the materials of manufacture for
each existing water service line in the Authority's system. The first phase of that program
was completed with the digitization of existing records, which will be available to the public

via website in the next month. The second phase has been a video inspection of accessible

service lines to confirm the materials of manufacture. This phase requires intensive field
inspections which are catalogued and stored in a geographical information system. These

records will be made publicly available as soon as possible. The third phase includes the
excavation of any service line locations that were unable to be confidently determined using

the above methods. The identification program will culminate in a complete digital file and

mapping of all service lines within the Authority's service territory.

Chemical treatment testing of orthophosphate application to the Authority's finished water
demonstrates rapid mitigation of lead and copper corrosion to levels well below any current
federal drinking water standard. This chemical treatment proposal has been submitted for
final approval to the PADEP; this same chemical treatment has been approved for use in
numerous other public water supplies in the United States. The Authority intends to initiate
treatment as soon as possible after the state approval is granted. The Authority anticipates
that the lead corrosion control treatment will be fully effective in 3 to 5 months, so as to
lower lead levels in the Authority's customer lead service lines to acceptable drinking water
standards.

The Authority has also been ordered by the PADEP to replace approximately 2,700 total
public owned lead service lines by December 37, 2Ot8. At present, the Authority has

FR-VII.15
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completed approximately 750 service line replacements, more than 2100 additional
replacements will be completed by year-end. The Authority has accepted responsibility
during 2018 to replace the public service line as well as that owned by the private or
individual building owners. As a result of recent state legislation, the Authority has the
ability though not the obligation to replace existing lead service lines on private property.
To satisfy both city Council and Authority board resolutions, the Authority will replace
private lead service lines to avoid any "partial" line replacements, which are generally
believed to increase the household risks from lead. Future private line replacement will be

assessed upon completion of the 2018 lead service line replacement program. The

Authority has budgeted a total of S44 million to implement the 2018 lead service line
replacement program.

The Authority estimates that there are as many as 12,000 to 15,000 lead service lines
remaining in its water system. Once the chemical treatment has become fully effective, the
Authority will begin replacing lead service lines in concert with a water main replacement
program. In this manner, the Authority can minimize the overall cost for water main and
service line replacements. Most of the remaining lead service lines are connected to the
oldest water mains in the system. The Authority intends to implement a small diameter
water main program throughout the city to replace the oldest pipes and services at the
same time. The Authority will strive to implement this program at the lowest possible cost

to the Authority, while addressing those water mains that have the highest likelihood of
failure. The Authority's investment in water main replacement will continue unabated to
ensure that the Authority can mitigate the amount of annual pipe breaks and minimize the
risk of service disruption to its customers.

13. Consent Agreement

The Authority is subject to federal regulation under the Clean Water Act (1977) and

regulations adopted under that Act. Among the specific requirements applicable to the
Authority's system are those imposed by the United States Environmental Protection

Agency's Combined Sewer Overflow (CSO) Policy (199a). On January 29, 2OO4, the
Authority and the City of Pittsburgh executed a Consent Order and Agreement (COA)

regarding wet weather sewer overflows within the City. The other signatories to the COA

are the Pennsylvania Department of Environmental Protection (DEP) and the Allegheny

County Health Department (ACHD).
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Generally, the COA requires the Authority and the City to assess the City sewers to develop
a plan with ALCOSAN to address wet weather sewer overflows within the City. The COA is

part of a sewer assessment program for all municipalities served by ALCOSAN. To date,
assessment activities have been completed for all accessible critical sewers and separate
sanitary sewers with the exception of any additional sewers discovered through continued
research and investigation. Ongoing pipe and manhole repairs are being completed to
provide CCW access to remaining inaccessible critical/sanitary sewer pipes. Assessment

activities for non-critical sewers are to be completed on a longer schedule. The majority of
accessible non-critical manholes have been inspected with ongoing efforts to complete any
remaining or newly identified. The required Wet Weather Feasibility Study (WWFS) was

submitted to the DEP and ACHD on time in July of 2013. This long-term control plan

outlined system-wide improvements, including Green Infrastructure (Gl) that the Authority
would implement over the next 20 years.

As this COA with the DEP expired in March 2015, the U.S. Environmental Protection Agency
(USEPA) became the main regulatory body to which the Authority is responsible. On

January 2I,2OtG the USEPA issued a Clean Water Act Section 308 Information Request to
the Authority. The nature of the request is to provide a jurisdictional basis for USEPA to
engage the Authority/City in an enforcement action by consent, or a Consent Decree (CD).

The Authority intends that through such an action, it can more fully participate in the
implementation of interim regional wet weather activities, controls, and improvements.
The Authority further understands that such an action will also permit the Authority/City to
participate more fully in the identification and implementation of any final wet weather
control measures for the region. The USEPA 308 request requires the Authority to submit
detailed information on past CSO performance and activities. lt also requires the Authority
to conduct a source reduction analysis for the entire service area, followed by Gl

demonstration projects completed in December 2OL7. The results of the analysis and

demonstration projects will be used to determine the details in the final consent decree.

In addition to the assessment, the USEPA 308 request requires the Authority and the City to
continue implementing the Nine Minimum Controls to reduce combined sewer overflows,
and to perform repairs and maintenance of deficiencies revealed by the assessment. The

Authority maintains an expedited response to significant structural failures of the sewer
system where imminent structural failures are determined by a professional engineer and
prioritized for repair. Ongoing sewer line replacement, point repair, lining, point lining, and
gunite projects have been implemented to address structural deficiencies. The USEPA 308
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request also requires the submission of monthly reports updating the progress of the
evaluations and improvements, as well as water quality impacts.

Given the broad scope of a potential CD, the size of the City sewer system, and the various
conditions and/or deficiencies that may be discovered by the assessment, it is difficult to
predict the total cost of compliance with the CD. Moreover, it is difficult to predict what, if
any, largescale and/or regional capital improvements may be required after the completion
of the assessment to address wet weather sewer overflows in the City and in the ALCOSAN

service area. The Authority hired two engineering firms to assess and model the sewer
system, and has fulfilled the first portion of the USEPA 308 request due by March 31, 2016.
The second phase of the request supplied a source reduction study which was submitted
December 7, 2076 and Gl Demonstration projects must be constructed and performance
evaluations completed by December I,2O!7. An additional 308 request from EPA was
received in October of 2015 seeking more detailed information and further actions
regarding the assessment of the Authority's sewer system. This response was delivered on

time in January 2Ot7 and continues to require additional monthly reporting. The
demonstration project evaluations were submitted on time on December 7,2O\7.

The Authority, along with the other impacted local municipalities, is awaiting a response

from the USEPA and the DEP on its proposed regional plan. Costs associated with CD and

COA compliance will be reflected in the capital improvement program and funded by
proceeds of potential future bond issuances.
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PITTSBURGH WATER AND SEWER AUTHORIW

COMBINING STATEMENT OF NET POSITION

(Dollors expressed in thousonds)

DECEMBER 3T,2OT7

s 31,099 S 1s,318
482,236 237,519

s13,33s 252,837

FR-VII.15
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COMBINING STATEMENT OF REVENUES, EXPENSES, AND

CHANGES IN NET POSITION

(Dollors expressed in thousands)

YEAR ENDED DECEMBER 3L,2077

FR-VII.15

Water Sewer
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Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.l6. Supply copies of the company's balance sheets for each month for the last 2

RESPONSE:

Please see the response to FR XI.l.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.l7. Provide the bond rating history for the company and, if applicable, its parent from
the major credit rating agencies for the last five years.

RESPONSE:

Written response.

The long-term debt issuer ratings, and their effective dates, for PWSA for the last five
years are as follows:

t/17/2018 nt20t20t7

9ll8l20t7 t2n2t20l3

n/20t2013

9n0t2013

2lll20l2



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.l8. Provide copies of allbond rating reports relating to the company and, if
applicable, its parent for the past2 years.

RESPONSE:

Please see attached.
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Pittsburgh Water and Sewer Authority, PA

New lssue - Moody's Assigns A2 Rating to PWSAs (PA) S217M
Series C of 2017 Rev. Ref. Bonds, Outlook Remains Negative

Summary Rating Rationale
Moody's Investors Service has assigned an A2 rating to Pittsburgh Water and Sewer

Authority, PAs SZ17 Million Water and Sewer System First Lien Revenue Refunding Bonds

Series C of 2O17. Moody's affirms the A2 rating on approximatety 5605 million of first lien

revenue bonds currently outstanding. The outlook is negative.

The A2 rating reflects the Authority's large size with considerable assets, serving more than

80% of the city of Pittsburgh (A1 stabte), a major metropotitan area. The AZ rating also

considers the Authoriry's history of operating and maintenance deficiencies, its high debt
burden, and the expectation of future debt issuances to address the Authority's substantial

capital needs, including improvement of a significantly aged and inadequately maintained

infrastructure.

Credit Strengths

> Considerable size; system assets include water conveyance and treatment, and sewer

conveyance that ties to ALCOSAN

> Significant rate increase just implemented; historical wi[[ingness to raise rates

Credit Chatlenges

> Substantial debt burden; debt ratio is 105%

> Narrowing coverage and tiquidity

> Long term inadequate maintenance of infrastructure has led to severe inefficiencies and

has contributed to a pro.lected S2.3 bittion in capital improvement needs; ptan to be

implemented over ten years

> Projected doubling (roughty) of the capital budget within one year's time presents further

challenges to ptanning and administration

> Exposure to a large regional consent decree through ALCOSAN

Rating Outlook
The negative outlook reflects our concern that historical operating and maintenance

inefficiencies wi[[ persist, posing a challenge to fuI implementation of a much needed capitat

improvement ptan. Whlte PUC regulation is tlkety, and a major rate increase was recently

Americas
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implemented, PWSA is stit[ 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, the negative outlook reflects our expectation of
downward rating pressure

Factors that Coutd Lead to an Upgrade

> Meaningful reduction of debt

Factors that Coutd Lead to a Downgrade

> Further narrowing of debt service coverage

> New revenues not deptoyed effectively to address near term infrastructure and operating needs

> EscaLation of environmental concerns, particulary lead Levets in treated drinking water

Key Indicators

Exhibit 1

Ett$rgh Water dd Sewer Anhcily, PA

gstem Chaderistics
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Recent Devetopments
Apart from the effects ofthis issuance, an anticipated change to PWSA governance, and a substantiaI rate increase (detaited directty
betow), the financialcondition of the Authority has not materiatty changed from our preylq!5Ie!-.p't

In lune 2012 House Bill 1490 was introduced to the PA legislature to ptace the Authority under the jurisdiction of the PA Public Utitity
Commission (PUC) per the PA Public Utitity Code. The House voted on November 20,2017 to approve the bitt; pending Covernor
Wolf's signature, PUC oversight of the Authority wilt be implemented effective April 2018 The PUC regutates private, investor owned
utilities in the commonwealth as well as Philadelphia Cas Works. We expect this additional governance wil[ be a credit positive for the
Authority, as it wi[[ require PWSA to operate in-[ine with industry regulations and norms

PWSA imptemented a considerable rate increase on November 8,2017. With the new rates in ptace, the authority expects water
revenuetoincrease29%and forsewerconveyancerevenuetoincrease4T%forfisca[ 20lSversustheprioryearsbudget Authority
management expects that new rates will not be materiatty changed once PUC governance takes effect Increased rates are a strong
positive for the authority as these additionaI revenues are sorely needed, not only to begin implementation of PWSAs substantial ClP,

but also to shore up its current cash position and debt service coverage metncs

Detailed Rating Considerations

Service Area and System Characteristics: Large and Stabl.e Pittsburgh Service Area; Considerab[e Aged Infrastructure
Concern s

The authority provides water distribution and wastewater collection and conveyance for the City of Pittsburgh (A1 stabte) and

neighboring municipalities The city's heatthy and growing economy, as wel[ as its exposure to the stabilizing "eds & meds" presence

from heatthcare and higher education, are positives for the authority

The authority's 10 [argest customers (33o/o of revenues) include Riverbend Properties (formerty Bay Vattey Foods), Fox Chapel Authority
(Aa3 no outlook), University of Pittsburgh (Aa1 stabte), Carnegie Mellon University, Atlegheny County (A1 positive), the city's public

housing authority, and a state prison Al[ of the authority's five largest customers have been in the city for at [east 75 years

The authority continues to maintain an ample water supply The authority provides water to a population of approximately 306,000
The system is permitted to draw up to 100 million gatlons per day (MCD) from the Attegheny River, its sole water source, though

average demand for water is we[[ betow that [eve[, at 70 MCD The authority treats drinking water at one ptant located on the river, as

we[[ as a microfiltration plant at one of its reservoirs The authority has capacity to store approximately 3 days' worth of finished water
for uninterrupted suppty to its customers.

The authority does not treat wastewater lt transmits a[[ of its sewage to the Altegheny County Sanitary Authority (ALCOSAN, revenue

bonds rated 41). There is no contractual limit to the amount of sewage that can be conveyed, however, during wet weather events, the

existing system frequent[y overflows.

The system currently experiences unusually large water loss The authority estimates that it loses close to 50o/o of its pumped water
annua[[y 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 is not metered. A modernization of the metering system with mapping is a crucial part

of the authority's latest five year CapitaI lmprovement Plan (ClP). Other important improvements inctude 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 naturalwear and tear on an

already aged system.

In Aprilof 2016, the authority was ordered by the Pennsylvania Department of Environmental Protection (PADEP) to test for lead in the

drinkingwatertreatedbyPWSA,relatedtoanunauthorizeduseof alternativecorrosioncontroI chemicals Samplesfroml00homesin

June 2016 found lead of 22pafts per billion (ppb) at the 90th percentile. The EPA action levetfor lead at the 90th percentile is 15ppb,

at which [eve[ additional testing in terms of frequency and number of samples is required and mitigation efforts are needed About

83o/o of sample results were below the action level and some were non-detect. The Authority believes these lead readings are due to
leadinthepipesbringingwatertoindividual homes,ratherthanleadinsystemmains Thelargelyrandomdispersionof wherehigh

lead levels have been found seems to support this hypothesis.

il-.:aani5r. 1':/
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The authority is required to continue to test system lead levels, and to reptace 7% of authority-controtted lead service lines peryear. A

secondsetofsamptesweretakeninDecemberZ0l6,andgOthpercentileteadlevelsshowedl8ppb However,athirdsetof samples

fromJune20lTshowed90thpercentileofl5ppb TherequirementtochangeTTooflinesperyearwi[endifthenextsetoftests(Dec
2017) are betow 15ppb.

The authority and PADEP are negotiating a consent decree to resotve alleged violations retating to lead and corrosion control The order
witl inctude reporting mandates, requirements to replace lead service [ines, and a possible civiI penatty

Debt Service Coverage and Liquidity: Rate Increase To Strengthen Debt Service Coverage

Liquidityandreservelevelshavebeenhistoricallynarrow,butrelativetystable Thepasttwoyears,however,haveshownaworsening
financial trend, with days' cash on hand declining to 60 days in 2016 from 102 days in 2014, and total debt service coverage fatting to
lessthanlxs,comparedtollZxstwoyearsago Cteartythetrendhereisnegative Amaterial rateincreasehasrecentlybeenapproved
by the authority's board to shore up finances and, subsequently, to begin on significant infrastructure investments.

The Authority ended 20'16 with a net toss of (S1.78 mittlon) and a negative fund balance of (S37 mittion). Totatdebt service, including

ordinarlt swap payments, is considerabte, at S53 2 mi[[ion, or 360/o of total operating expenses. Debt service is the second largest

expense the Authority has after its "direct operating expense" of 561 mlttion This [eve[ of fixed costs is problematic, as it reduces

financial ftexibitity and crowds out other spending The authority has been unable to support sufficient investment in infrastructure

assets and maintenance in the past

The authority intends to increase its debt burden beginning in 2018 to implement the first stages of its S2 3 biltion CIP White this

additional debt witt be a further burden on the system financialty, we anticipate that recently implemented rate increases wi[[ bolster
reseryes in the near term. As the authority moves forward with its ClP, it witt need to meet its rate covenants before further debt is
issued. The rate covenant has been strengthened with a new 2017 indenture (see details below)

Total debtservicecoveragewasjustlessthanlxs(097xs) inZ016 However,thisincludesanetswappaymentof Sl2million When

we exclude the swap, total debt service coverage improves to 1]9xs, though is sti[[ relatively narrow The authori\r's own rate covenant

calculation, pursuant to current indenture definitions, is stronger than Moody's result given inclusion of free cash in the numerator.

Civen the magnitude of the recent rate increase, management now expects to end 2017 with a stight surplus, compared to the

originalty projected shortfall, despite the fact that rates witt onty be in effect for one month of the fiscal year PWSA anticipates a fiscat

2017 year-end cash balance of 518.9 million (unaudited), or roughty 9% of revenues

LtQUtDtTY

Days' cash on hand is sufficient at 60 days as of 2016 year end. Liquidity is supported by an S80 miltion revotving credit facitity with lP
Morgan Chase Bank, Nn (naz (cr))

Debt and LegaI Covenants

The authority has introduced a new indenture for this issuance, which will replace the existing 1993 senior indenture and atl relevant

supplements. The new indenture requires consent of registered owners of 66 and 2/3rds percent of bond outstanding The authority
does not intend to solicit bondhotders for consent, but rather expects to obtain the balance of required consent through the refunding

of outstanding bonds through this current issuance and a subsequent refunding of some variabte rate debt in the coming weeks

By purchasing the 2017 C First Lien Revenue Refunding Bonds, bondholders are effective[y approving the new indenture.

The 2017 Springing Indenture witl strengthen the rate covenant by removing the authority's abitity to test at a 1 20% covenant or a

1007o covenant Instead, the new requirement wi[[ be a fixedl25o/o of senior debt service coverage ptus'110% of subordinate debt

service coverage. Further, free cash wi[[ no longer be used to increase coverage under the new indenture. The authority wi[[ have one

year to compty with the new test, which wi[[ commence with the fiscalyear beginning January 1, 2019

DEBT STRUCTURE

The additionat borrowing imptied by the authority's capital needs witl increase an already etevated debt burden. The authority's total
debt is equal to 105% of fixed assets, weil above similarly sized peers The outstanding debt amortizes slowly, with only 36% of
principal scheduled to be repaid in the next 10 years.

DtilshLrrqh Water nnd 5ewer Auiho'!ty PA New lsrue Moi:rjy s Assrpis A2 Rdtrnq to PWtA ! {PAl S2l7M i.ilL.s a oi 2r17 Rcv R0f Eorrds, Orrlloolr
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Moody's notes that the authority maintains pronounced risks associated with its debt profile in the face of atready-narrow coverage
levels Theauthority's5710mittionof debtafterthissaleincludesS0o0mitlionof senior-tienbonds,andSl04mitlionof privatety
placed subordinate-lien bonds The authority also maintains Sl3 mittion outstanding in PennVest loans and an S80 mitlion revotving

credit facitity, of which S33 mittion is currently drawn With the 2017 indenture, the PennVest loans and JPM revotving credit facitity,
previously third lien debt, witt now be alowable as parity to the subordinate bonds.

All of the subordinate-lien bonds and roughly S217 mittion of senior-lien bonds are variable rate (approximatety 45% of total bonds

outstanding). The 45o/o rate is down from a high of 55o/o

Assured Cuaranty Municipal Holdings Inc (Baa2 stabte) insures much of the authority's variable rate bonds and al[ of the authority's
swaps, and provides the surety policy for atl debt service reserve funds. This counterparty concentration may adversely impact the
authority shoutd ACM's credit quality deteriorate In addition, the authority's VRDO debt requiring tiquidity and credit support is

provided by Bank of America, N.A (23%, nt (cr)), and PNC Bank, N A (45%, A1 (cr)) The remaining variable rate debt is privatety

Dtaceo.

DE BT-RELATED D ERIVATIVES

The authority has entered into floating-to-fixed rate swaps in connection with al[ of its variable rate debt (Sf ZO mittion) under lSDA

Master Agreements with lPMorgan (64"/o) and Meni[[ Lynch and Co, Inc. (367o, Baal RUR), whereby the authority pays a fixed interest

rate semi-annu ally (a% on average) and receives SIFMA monthty Though the base variable rate is changing from SIFMA to LIBOR with
the 2017 Series C issuance, and the existing bonds wi[[ be refunded, the swaps wi[L remain outstanding Swap rates wiL[ change as we[.

to continue to provide a hedge to the variable rate bonds

ACM provides swap insurance for a[[ swaps and, despite a negative S91 million aggregate mark-to-market as of October 2012

no coltateral is required to be posted untess an Insurer Event occurs. The amortization schedule for each swap mirrors that of the

corresponding bonds and the swaps terminate at bond maturity. For a[[ of the swaps, per the 2017 indenture, regular[y scheduled swap

payments are subordinate to subordinate bond debt service. Early termination is optiona[ for the authority onty, and termination by

the counterparty depends upon specified termination events, including the downgrade of PWSAs undertying 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 obtigation to the city to
fund any portion of the city pension plan

Management and Governance

The authority's permanent management team is relatively new, but seems to have a solid handle on the system's substantia[ capital

and operational needs However, much of the authority's executive team is interim, with extensive top management upheavals in the
two years since Veolia was replaced with an in-house team

This amount of management volatility is concerning, since the system has overwhelming needs, not only in its infrastructure, but atso

in its technology systems Strong leadership witl be critical given the proposed ptan In order to achieve the improvements set out in

the ClP, even if only near term pro1ects are considered, the authority wil[ require consultants, extensive planning, and sizeable staff
increases. Without strong governance, continued unresolved inefficiencres are a ma1or concern

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 pubtic areas The city and authority are in the process of
renegotiating their cooperation agreement to more accurately reflect the exchange of services provided Currently, the authority makes

an annual payment of 5215 mi[[ion to the city under the cooperation agreement

LegaI Security
The 2017 Series C bonds are [imited obligations of the authority, payable from ptedged water and sewer system revenues.

lrrt;bursh\J,/a1L'r,rn.j 5e.//er Autho ty DA Newlssue-Mo.dy3As;rd'rjA/R,rtnqloPWSAs(PA) JTlTMic(."s(cl 2l'l7Rcv Ref Bondj Ortioo!
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Use of Proceeds
Proceeds from the 2017 C bonds witl be used to refund the authority's existing variabte rate debt, Series 2008 81, Series 2008 BZ, and
Series 2008 D2 The net present value of savings is estimated to be 8.88% of refunded bonds.

Obligor Profile
This 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

Methodology
The principal methodology used in this rating was US Municipal Utility Revenue Debt pubtished in October Z01Z Please see the Rating

Methodologies page on www.moodys.com for a copy of this methodology.

Ratings

txnrDrt z

Pittsburgh Water & Sewer Authority, PA

Bonds, Series C of 2017
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'9Z0l7Moody'sCorporation,Moody'slnvestorsSerice, lnc,Moody'sAnalytrcs, lnc and/ortheirticensorsandaffiLates(collectivel.y,"MOODY'5) Altrightsre*red
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Summary:

Pittsburgh Water and Sewer Authority;
Water/Sewer

Long Term Rating A/Stable

Rationale

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

floating rate firstlien 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 seniorlien issues. We rate PWSA's subordinate lien one notch lower based on the

application of our criteria "Assigring 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 Wolfs signature, would authorize the PUC to regulate

the authority's rates and fees. We urderstand 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

worKorce 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

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

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

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

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

and,

o 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:

o 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 pressue the overall financial risk profile;

r 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 bul
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,

r Good financial management practices and policies.

The firstlien bonds are secured by a seniorJien pledge on the net revenues ofthe 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 (lx) across all liens from net revenues alone, or

l.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 satisff the rate covenant in

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

We understand that the proceeds of the series 201 7C bonds will be used to advance refund a portion of the authority's

series 20088- 1, 20088-2 and 2008D-2 bonds. The bonds will be issued initially at 70o/o of the LIBOR rate, with a

maximum interest rate at any time of lZo/tThe 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 seniorlien obligations plus 1.lx on its

subordinatelien 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 wealcness.

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

obligations, $103.6 million in subordinatelien debt, and $31.4 million in state PENI{VEST loans. As of November

WWW STANDARDANDPOORS COM/RATI NGSDIRECI DECEMBER I,2OI7 3
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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 TTVothat 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.lo/o 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, 77o/o 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 20L7 for corrective actions related to federal lead and copper rule

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

multiyear rate adjustments, most recently base-rate adjustments of 28Vo, l0% and 1l% 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 3.070 of MHHEBI.

Financial risk
Annual DSC for PWSA has consistently been l.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

WWW STANDARDANDPOORS COM/RATINGSDIRECT DECEMBER I.2OI7 4
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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 l.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 consistenry 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 'l'
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 sufficienry (lx) 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 subordinatelien 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 ifbeyond our outlook horizon and even from a stable outlook.

We assume that PUC oversight will eventually be supportive of credit qualiry 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 wwwcapitaliq.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 and Sewer Authority, PA

New lssue - Moody's Assigns AZ Rating to PWSAs (PA) 5162M
2017 Rev. Ref. Bonds, Outtook Negative

Summary Rating Rationate
Moody's Investors Service has assigned an A2 rating to Pittsburgh Water and Sewer

Authority, PAs 5162 Million Water and Sewer System First Lien Revenue Refunding Bonds

Series A of 2017 & Series B of 2017 (Taxabte). Concurrently, Moody's affirms its A2 rating on

approximately S606 mittion of first lien revenue bonds currently outstanding. The outlook
has been revised to negative from stable.

The A2 rating speaks to the Authority's targe size with considerable assets, serving more

than 80% of the city of Pittsburgh (A1 stabte), a major metropolitan area. The A2 nting atso

considers the Authority's history of openting and maintenance deficiencies, is high debt
burden, and our expectation of further debt issuance going fonvard to address the Authoriry's

substantial capital needs, including improvement of a significantty aged and inadequately

ma intained inf rastructure.

Credit Strengths

> Considerable size; system assets inctude water conveyance and treatment, and sewer

conveyance that ties to ALCOSAN

> Plans for an immediate and significant rate increase; historicalwi[[ingness to raise rates

Credit Challenges

> Substantial debt burden; debt ratio is 105%

> Narrowing coverage and liquidity

> Long term inadequate maintenance of infrastructure has led to severe inefficiencies and

has contributed to a projected 52.3 bittion in capital improvement needs; plan to be

implemented over ten years

> Political uncertainty regarding possible regutation by th.e Pennsylvania Utitity
Commission or private-partnership solution yet to be futty resotved

> Projected doubting (roughty) of the capital budget within one year's time presents further
challenges to planning and administration

> Exposure to a large regionaI consent decree through ALCOSAN

Orlie Prince
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Rating Outlook
The negative outlook reflects our concern that historical operating and maintenance inefficiencies wi[[ persist, posing a challenge to fut[
implementation of a much needed capital improvement ptan. White PUC regulation, a major rate increase, and a proactive approach to
infrastructure and operational improvements would atl be credit positives, none of these planned actions are definitive at this time

In the absence of a near-term rate increase and substantiatty improved maintenance of the Authority's infrastructure, the negative

outlook reflects our expectation of downward rating pressure

Factors that Coutd Lead to an Upgrade

> Meaningful reduction of debt

Factors that Coutd Lead to a Downgrade

> Planned rate increase not achieved resulting in narrowing debt servrce coverage

> Rate increase approved, but additional revenues not deptoyed effectivety to address nearterm infrastructure and operating needs

> Escatation of environmentalconcerns, particutary lead levels in treated drinking water

Key lndicators

Exhibit 1

Pttt$(ro Water -d Seuyer tuthqity, PA

qstern Charderistics

Asd Ondition (Net FxedAssets/ Annud Depraidion) 41 yeas

QBan Sa-O&M (in$0009 131,936

$rviceAraWedth: MH %ol USmedan 85.400/"

legd FYovisons

Rateovenart (x) 1.00x

Debt 9vice Rserve Bquirernent DSffundedd MADS(Aaa)

Milag€rnent

RateMileern€nt

Rguldory Omfl iarce ad Gitd Hanning

Fnarcid Sraqth

Operding Rtaue ($000) 144,138 142,657 laf,255 174:t64 180,727

QBan Sa - O&M (in $000$ 93,305 95,823 111,454 116,908 131,q|6

Nd tur'ded Debt ($000) 649,962 61,001 7*,321 747,6't5 727,56

Arnud Elebt 9vice Ooveree (x) 1.tu '1.08x
1.'.t 0.98x 0.8ilx

G$onHmd 154 days 129 days
,|02 

days 88 days 60 days

Debt to Opadirp Rvenues (x) 5.3x 4.6x 4.3x

Data above reftects existing 1993 Tru

Sowce: Mooq's hwstof Sevkeand PitBburghWatu andSewerAuthotity auditedfinancial statements

Recent Developments
In June of 2012 House Bitt 1490 was introduced to the Pennsytvania legislature, with a recommendation to ptace the authority

under the jurisdiction of the PA Pubtic Utility Commission (PUC) per the PA Pubtic Utitity Code. The proposal passed in the House

i!,!!nreo ystoIiio ifanrosi,;prdttrirrlilt ]fnt'aaia)tr.ii'ri,dlr,lrd,ril,fLrrl:ir\t,)y

40x45x
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with a unanimous vote The bitt is now subject to a state senate vote The PUC regulates private, investor owned utilities in the
commonwealth as well as Philadelohia Cas Works

In ApriI of 2016, the authority was ordered by the Pennsylvania Depaftment of EnvironmentaI Protection (PADEP) to test for lead in the
drinking water treated by PWSA, retated to an unauthorized use of a[ternative corrosion control chemicats Samptes from 100 homes in

June 2016 found lead of 2? parts per billion (ppb) at the 90th percentile The EPA action [eve[ for lead at the 90th percentile is 15ppb,

at which [eve[ additional testing in terms of f requency and number of samptes is required and mitigation efforts are needed About

83% of sample results were below the action [eve[ and some were non-detect The Authority believes these lead readings are due to
lead in the pipes bringingwaterto individual homes, ratherthan lead in system mains. The largely random dispersion of where high

lead levels have been found seems to support this hypothesis.

The authority is required to continue to test system lead levets, and to replace 7% of authority-controlled lead service lines per year A

secondsetof samptesweretakeninDecember20l6,and90thpercentiteleadtevelsshowedl8ppb However,athirdsetof samples

from June 2017 showed 90th percentile of 1Sppb. The requirement to change 7% of lines per year wi[[ end if the next set of tests (Dec

2017) are betow 15ppb.

The authority and PADEP are negotiating a consent decree to resolve alleged violations relating to lead and corrosion control The order

wi[[ include reporting mandates, requirements to replace lead service lines, and a possible civiI penalty

Detaited Rating Considerations
LARCE AND STABLE PITTSBURCH SERVICE AREA WITH DIVERSE ECONOMY; CONSIDERABLE ACED INFRASTRUCTURE CONCERNS

The authority provides water distribution and wastewater co[ection and conveyance for the City of Pittsburgh (A1 stabte) and

neighboring municipatities The city's heatthy and growing economy/ as well as its exposure to the stabitizing "eds & meds" presence

from healthcare and higher education, are positives for the authority

The authority's 10 largest customers (33Yo of revenues) inctude Bay Valtey Foods, Fox Chapel Authority (Aa3 no outtook), University

of Pittsburgh (Aa1 stabte), Carnegie Melton University, Attegheny County (A1 positive), the city's public housing authority, and a state

prison A[[ 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 The authority provides water to a poputation of approximatety 306,000
The system is permitted to draw up to 100 million gallons per day (MCD) from the Allegheny River, its sote water source, though

average demand for water is wetl below that level, at 70 MCD The authority treats drinking water at one ptant located on the river, as

well as a microfiltration plant at one of its reservoirs. The authority has capacity to store approximatety 3 days' worth of finished water

for uninterrupted suppty to its customers.

The authority does not treat wastewater lt transmits all of its sewage to the Attegheny 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 [arge water loss The authority estimates that it loses ctose 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 is not metered. A modernization of the metering system with mapping is a cruciat part

of the authority's latest five year CapitaI lmprovement Plan (ClP). Other important improvements include engaging enough personnet

to carry out maintenance of the system's general infrastructure up to current industry standards. These kinds of ordinary updates and

infrastructure improvements are sorety lacking today, adding to cost inefficiencies, and exacerbating the natural wear and tear on an

already aged system

Decreasing Debt Service Coverage and Liquidity in Need of Rate Increases

Liquidity and reserve levels have been historicalty narrow, but relatively stabte. The past two years, however, have shown a worsening

financialtrend, with days'cash on hand declining to 60 days in 2016 from 102 days in 2014, and total debt service coverage falling

tolessthanlxs,comparedtoll2xstwoyearsago Cleartythetrendhereisnegative Anearterm,materiat,rateincreasehasbeen

proposed by management to shore up finances and, subsequentty, to begin on significant infrastructure investments

1d Srptcmb..r 2lllt
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The Authority ended 2016 with a net toss of (51.78 mittion) and a negative fund balance of (537 mittion). Totatdebt service, including
ordinarlt swap payments, is considerable, at S53 2 miltion, or 36% of total operating expenses Debt service is the second largest

expense the Authority has after its "direct operating expense" of S61 mittion. This leveI of fixed costs is problematic, as it reduces

financial ftexibitity and crowds out other spending. The authority has been unable to support sufficient investment in infrastructure

assets and maintenance in the oast

Theauthorityintendstoincreaseitsdebtburdenbeginningin20lStoimptementthefirststagesof itsS23biltionClP Whitethis
additional debt witt be a further burden on the system financially, we anticipate that currentty proposed rate increases will bolster

reserves in the near term As the authority moves forward with its ClP, it witt need to meet its rate covenants before further debt is
issued The rate covenant has been strengthened with a new 2017 indenture (see detaits below)

Total debt service coverage was just less than 1xs (0 97xs) in 2016 However, this inc[udes a net swap payment of 51Z miltion. When

we exclude the swap, totaI debt service coverage improves to 1]9xs, though is stitl retatively narrow The authority's own rate covenant

catculation, pursuant to current indenture definitions, is stronger than Moody's resutt given inclusion of free cash in the numerator.

The authority expects to end fiscal 2017 with a revenue shortfall versus budget due to a slow down in new construction in the city,

which reduced fee income from connection and tap fees below expectations. There was atso a billing issue relating to the fact that
PWSA bitts and cotlects for ALCOSAN treatment (as we[[ as PWSA's own conveyance fees), which delayed collections from some

customers during the year PWSA has had severaI major issues with its bitting and coltections systems since a 2014 technology change

LTQUtDtTY

Days' cash on hand is sufficient at 60 days as of 2016 year end. Liquidity is supported by an S80 miltion revolving credit facitity with JP

Morgan Chase Bank, NA (AaZ (cr)).

Debt and LegaI Covenants

The authority has introduced a new indenture for this issuance, which witt replace the existing 1993 senior indenture and a[[ retevant

supplements. The new indenture requires consent of registered owners of 66 and Z/3rds percent of bond outstanding The authority

does not intend to soticit bondholders for consent, but rather expects to obtain the balance of required consent through the refunding

of outstanding bonds through this current issuance and a subsequent refunding of some variabte rate debt in the coming weeks

By purchasing the 2017 A&B First Lien Revenue Refunding Bonds, and the forthcoming20lT C bonds, bondhotders are effectivety

approving the new indenture

The 2017 Springing Indenture will strengthen the rate covenant by removing the authority's ability to test at a 120% covenant or a

100% covenant. Instead, the new requirement will be a fixed 125o/o of senior debt service coverage plus 110% of subordinate debt

service coverage Further, free cash will no longer be used to increase coverage under the new indenture The authority will have one

year to comply with the new test, which wi[[ commence with the fiscalyear beginning lanuary 1, 2019.

DEBT STRUCTURE

The additional borrowing imptied by the authority's capital needs wit[ increase an aLready elevated debt burden. The authority's total
debt is equal to 105% of fixed assets, we[[ above similarly sized peers The outstanding debt amortizes slowly, with onty 360/o of
principal scheduled to be repaid in the next 10 years.

Moody's notes that the authority maintains pronounced risk associated with its debt profite in the face of already-narrow coverage

levels Theauthority'sSTl0mittionof debtafterthissa[einctudesS606mittionof senior-tienbonds,andSl04mittionof privately

placed subordinate-lien bonds The authority atso maintains S33 mittion outstanding in PennVest loans and an S80 mittion revotving

credit facility, of which S21 mittion is currentty drawn. With the 2017 indenture, the PennVest loans and.JPM revolving credit faci[ity,

previously third lien debt, witt now be altowable as parity to the subordinate bonds

Att of the subordinate-lien bonds and roughly S217 mittion of senior-lien bonds are variable rate (approximatety 45% of total bonds

outstanding) The 45o/o rate is down from a high of 55"/o, and the authority has expressed a desire to continue fixing its variable rate

Senes

lS,epteirbe' 2rr1l
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Assured Cuaranty Municipal Hotdings Inc (Baa2 stable) insures much of the authority's variable bonds and at[ of the authority's swaps,

and provides the surety policy for att debt seryice reserye funds This counterparty concentratlon may adversely impact the authority
should ACM's credit quality deteriorate. In addition, the authority's VRDO debt requiring tiquidity and credit support is provided by

Bank of America, N.A. (23%, n1 (cr)), and PNC Bank, N.A. (45%, A1(cr)) The remaining variable rate debt is pdvately placed

DEBT-RELATED D ERIVATIVES

The authority has entered into floating-to-fixed rate swaps in connection with alt of its variable rate debt (S320 mittion) under ISDA

Master Agreements with JPMorgan (640/o) and Merrill Lynch and Co , Inc (36%, Baal RUR), whereby the authority pays a fixed interest

rate semi-annually (a% on average) and receives SIFMA monthty ACM provides swap insurance for alt swaps and, despite a negative

Sg5mitlionaggregatemark-to-marketasof April 2017,nocotlateral isrequiredtobepostedunlessanlnsurerEventoccurs The

amortization schedule for each swap mirrors that of the corresponding bonds and the swaps terminate at bond maturity. For a[[ of the

swaps, per the 2017 indenture, regularly scheduled swap payments are subordinate to subordinate bond debt service. Early termination
is optionaI for the authority onty, and termination by the counterparty depends upon specified termination events, including the
downgrade of PWSAs undertying rating below investment grade An authority termination payment woutd be subordinate to first and

second lien debt service payments.

PENSIONS AND OPEB

The authority's emptoyees 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 ptan

Management and Covernance

The authority's permanent management team is relatively new, but seems to have a solid handle on the system's substantiaIcapital

and operational needs However, much of the authority's executive team is interim, with extensive top management upheavats in the
two years since Veolia was replaced with an in-house team

This amount of management volatility is concerning, since the system has overwhetming needs, not onty in its infrastructure, but also

in its technology systems. Strong leadership witl be critical given the proposed ptan In order to achieve the improvements set out in

the ClP, even if onty near term pro1ects are considered, the authority witl require consuttants, eKensive planning, and sizeable staff
increases Without strong governance, continued unresotved inefficiencres are a ma1or concern.

The authority is currentty managed by a seven member board, with at least six members appointed by the mayor and one by the city
counclI The authority provides water at no cost to city-owned buitdings and public areas The city and authority are in the process of
renegotiating their cooperation agreement to more accurately reftect the exchange of services provided Currently, the authority makes

an annual payment of S715 million to the city under the cooperation agreement

LegaI Security
The 2017 bonds are timited obtigations of the authority, payable from ptedged water and sewer system revenues.

Use of Proceeds
Proceeds from the 2017 A&B bonds wilt be used to refund existing debt for net projected present value savings of S5.6 mi[[ion, or

3 460/o of refunded principat

Obtigor Profile
This is an authority of the city of Pittsburgh, providing water treatment and conveyance to 84o/o of the city's poputation and sewer

conveyance for the entire city

Methodology
The principal methodology used in this rating was US Municipal Utility Revenue Debt published in December 2014 Please see the

Rating Methodotogies page on www.moodys com for a copy of this methodology

lq 5e rienber 2011 irttshrrrgh W3te. rild !er,,"r Arrrhjrty PA New l!\,ie Moody ! Assrqils A2 Ralrng ro PWSA s (PAi 51ti2M 20l7 Rev R.f Bofil\ Oiltlnok Neqai vc
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Ratings

Exhibit 2

Refunding Bonds, Series B of 2017 (Taxable)

RatingType Undertying LT

Sale Amount 55,450,000

Water and Sewer System First Lien Revenue

Sale Date 0912712017

Pittsburgh Water & Sewer Au

Enterprise

Bonds, Series A of 2017

l8 Septembef 2017 PittsburghWaterandSewerAuthority,PA Newlssue-MoodysAssiBnsA2RatrngtopWSAs(PA)S162M2017Rev Ref Eond5,OuttookNegatrve
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Summary:
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LongTerm Rating A/Stable
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Long Term Rating

Pittsburgh Wtr & Swr Auth WTRSWR
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NOI FOF FEDISIffIBUIION UNLESS OTHERWISE PEBfulIIIED

A/Stable

A/Stable

Rationale

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

taxable series 2017B first-lien revenue bonds. We affirmed our'A'rating on the authority's outstanding revenue bonds,

and our'Ar rating on its subordinatelien debt. The outlook is stable for all ratings.

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 the 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 in recent months 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. There is current$ pending

legislation that would put PWSA under the state's Public Utility Commission (PUC)jurisdiction. PWSA management is

fully cooperating with both actions. 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 magaitude 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 worKorce 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
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management and operations agreement. PWSA alleged concerns primarily with water treatment 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 oru credit analysis.

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

o 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;

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

and,

o 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:

r 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 pressrue the overall financial risk profile;
r Decreasing exposue 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,

o Good financial management practices and policies.

The first-lien bonds are secured by a seniorJien pledge on the net revenues ofthe 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 satisff the rate covenant in

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

We understand that the proceeds of the series 201 7A and 20178 bonds will be used to advance refund a portion of the

authority's series 19988 and 20138 bonds all ofits 2008D-l bonds, and currently refund all ofits series 2008A bonds.

Management also intends to refund its variable-rate demand bonds with floating-rate notes. Once the floating-rate note

transaction--expected to be an unrated direct purchase--closes, PWSA expects to have achievedthe required consent

of nvo-thirds of bondholders such that new covenants will take effect. Primarily, PWSA intends to bolster its rate

covenant to achieve at least 1.25x annual DSC ofits seniorJien obligations plus 1.1x on its subordinatelien 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 2017 A, 2017B, and 2017C transactions, PWSA will have approximately $5 19.5 million in

outstanding seniorlien obligations, $103.6 million in subordinate-lien debt, and $29.9 million in state PENNVEST
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loans. As of September 2017, PWSA has also drawn $21.4 million on an 980 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 ciry 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 buyrng income is only 77%o 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 5.4% as of July 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 l-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 ofthe 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, 77o/o 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. To

support the CIB the authority's board has adopted a practice of multiyear rate adjustments, most recently base-rate

adjustments of l3oh and 8% for 2017 and 2018, 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

currently stands at $81, or 2.8% of MHHEBI.

Financial risk
Annual DSC for PWSA has consistently been l.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. 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 consistenry and credit strength. Total available reserves also include the line

of credit, in place though 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 l.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 captue 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

tund.

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 subordinatelien 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 ifbeyond our outlook horizon and even from a stable outlook.

We assume that PUC oversight will eventually be supportive of credit qualiry but we would first look at the scope of

regulation, then the record of the timing and magnitude of rate relief, and how capital expenditures will be financed
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before considering an'A+' rating.

Downside scenario

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

rating.

Pittsburgh Wtr & Swr Auth (fixed rate) nrt & srn lst lien

Unenhanced Rating

Many issues are enhanced by bond insurance.

Pittsburgh Wtr & Swr Auth WTRSWR

Long Term Rating

Pittsburgh Wtr & Swr Auth (AGM)

Unenhanced Rating

Pittsburgh Wtr & Swr Auth wtr & snrr subord

Unenhanced Rating

Pittsburgb Wtr & SwrAuth wtr & swr lst lien

Unenhanced Rating

Long Term Rating

Pittsbrugh Wtr & Swr Auth wt & swr lst lien

Unenhanced Rating

LongTerm Rating
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A/Stable

A(SPUR)/Stable

A-(SPUR)/Stable

A(SPUR)/Stable

AAIA-1,/Stable

A(SPUR)/Stable

AA+/A-1

A(SPUR)/Stable

Affirmed

Affirmed

Affirmed

Affirmed

Affirmed

Affirmed

Affirmed

Affirmed

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 wwwstandardandpoors.com for further information. Complete ratings information is

available to subscribers of RatingsDirect at www.globalcreditportal.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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The Authority is a monopoly service provider with numerous fundamental credit strengths, including:

- Large, diverse and stable service territory

- Competitive rates combined with history of raising rates

- Ample water supply

- New management with commitment lo improved capital planning and rate design

- Springing indenture to improve the rate covenant and Authority flexibility

The PWSA has implemented a new and improved prooess for capital and operational planning

- PWSA has begun the transition to a metrics-based organization

- Capital and operating budgets have been designed by Mott MacDonald to conform to industry best practicc

- The Consulting Engineer is also Mott MacDonald and the CIP integrates with their system assessment and
recommendations

- Planning drives rates rather than rates driving operating and capital activities

The Authority expects a Fall2017 rate increase consistent with nevrr approach that began in January 2017, and is preparing
for the potential transition to the PUC rate setting and approval prooess

The Authority's proposed Plan of Finance incorporates:

- Fixed and variable rate refundings to achieve significant savings

- Deemed consents to the Amended and Restated Indenture, which incorporates improved creditor protections



The Authority is modernizing to become a metrics-driven organization

- Metrics span all areas of the organization, including water operations, sewer operations, storm water operations, water
production, engineering, finance, customer service, billing and metering, and other administrative departmentrs

- Metrics are consistent with water utility best practice, conforming with AVWA and PA Public Utility Commission standards

- The Authority is targeting top4uartile performance on metrics, though achievement of that level of performanoe may take several
years

- Cunent forecasts include capital and operating costs to implement preliminary plans to improve on more than 40 tactors

- Metrics indude boh activig-based measures and outcomebased measures

- An integrated model has been developed that includes: budgeF, long range plans ('10 years), CIP (25 years), cash flow
monitoring, credit metrics, water and sewer (and storm water) rates and charges, and rate structures

PWSAoversight
- The PA General Assembly has proposed legislation to place PWSA under the jurisdiction of the PA PUC. The Authority

welcomes this opportunity to operate the way a responsible utility should and to set rates accordingly.

- Raftelis Financial Consultants has been engaged to develop a detailed compliance plan for filing with the PA PUC that will form
the basis for delivering metrics discussed above in "Compliance Plan".

- The Compliance Plan will be followed by a rate filing that will establish water and sewer rates consistent with that Plan. Rates
are expected to stiay within the affordability standards for water and sewer rates.

- The PA Auditor General has spent several months reviewing the Authority and the report is expected in a month or two. lt is
expected that their conclusion will point to the lack of resources available to PWSA to conduct its business satisfactorily.

Financial Restructuring

- New. modem indenture

- lmproved credit profile

- Bond refinancings with significant positive economics

- lmproved flexibility, but also improved controls



Revenue Shortfall
- Lower Fees from reduced development activity
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OperaU ng Gost lmprovement

- Staff effciencies

- Early completion of billing system and data
rehabilitation Phase 1
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to lower cosb and rcduce losses
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. In 2016, the PWSA, with assistance from Mott MacDonald, developed the Capital lmprovement Plan for
Fiscal Years 2018 through 2027 (CIP) totaling over $2.3 billion. The goals were considered in the
preparation of the CIP:

lmproving the operation of PWSAs water supply and distribution system with a target of reducing
non-revenue water to below 25% in ten years

Eliminating lead service lines, sewer overflows and basement backups in our service territory

Deploy new and improved accounting, billing, asset management and SCADA systems

Developing green infrastructure strategies, design standards, demonstration projects, and effective
best management practices

Perform comprehensive system reviews and deploy preventive maintenance and strategic proactive
replacement of system assets

Building personnel and expertise to support a capital progrcm that will range from approximately
$200 - $300 million per year

Enhance existing systems to deliver projects and monitor performance of those assets

PWSA hos developed o comprehensive TGyeor investment progrcm to improve safety while mointoining olfordoble rotes



$2.3 billion Capital lmprovement Plan for FiscalYears 2018-2027 was developed in conjunction with Mott
MacDonald to address PWSA system-wide needs

Cat€oorY 2019 Total
Water Treatrnent
Water Pump/Storage

Water Distribution

Waste$/ater System

Stormwater System

Green lnhastr.
Info Management

Water Dist. & SW/WW

$8,054 510,875 $38,719 $3s,904 $21,97s $27,191 518,811 $6,949 $6,949 $6,949 $182,374
8,808 16,466 45,513 54,070 21,584 3,157 7,598 16,116 13,771 7,715 194,798

24,681 103,928 113,435 120,315 115,194 117,953 115,975 117,979 121,546 123,701 1,074,708

10,778 37,906 34,326 31,205 32,182 35,430 36,489 37,487 38,473 39,086 333,361

4,084 14,675 21,267 26,795 18,076 18,073 18,652 19,246 20,105 20,851 181,822
11,174 28,103 40,730 34,236 33,537 26,359 23.443 24,145 24,868 25,616 272,210
1,225 7,000 9,000 4,000 381 143 143 143 143 143 22.320
4.276 6.599 5.851 5.567 3.756 3.574 3.310 3.970 3.508 3.970 44.381

Caleooru 2O1A 2019 2027 Toral
Debt (Rev Bonds) $57,789 $210,281 $292,309 $291,108 $219,4,10 $198,577 $186,s94 $183,931 $183,328 $178,056 $2,001,413

7,245 33,302 37 ,827 42,102 ,16,034 49,974 304,560

source: PwsA comprehe$ive Model 1170831)
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Revenues, Expenses & Debt Service Goverage

$286,764 $297,602 $321,628 $355,055 S390,923

Net Rov Ayallablo for OrS 581,566 305,069 3102,655 5120,793 3157,105

1 68x 't.46x

1 59x 1.54x 1 45x 1.4x 1 4x

NotRwAftssdlorors 33/rJE5 334,E13 336,671 S42,0EE 9a9.615

Ssnior Bond D/S2

S€nior D/S Coverage

Total O/S

Total D/S Coverag€

$46,781 $50,856 $65,985 $86,704 5107,490
'l 56x 1 49x

$s0,409 $s4,484 $69,613 $90,333 $111,118
1 62x 1 57x 1.47x 1 43x

x 1 44x 137x 1.35x 'l 35x
l{et Rev afler Total ors 53r,r57 t3l,1E5 333,042 $3Er60 tr5,9E7

Liquidity

Unrestricted Cash s'11.790

Total Uquldlty

source: PWSA Comprchc$ive Model (170831),

7 Excludet City Co-Op Poymen? oI 57,150,000
2 lnchds Nojeaedlututebonded debt
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Capital Financing Sources
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. December 2016: Two-year rate adjustment for
FY 2017 and2018
- Effective January 1,2017 for 2017-2018

- 13o/o increase in the typical monthly bill in 2017

- 8o/o increase in the typical monthly bill in 2018

October 2017:- Proposing new rate levels
consistent with the Authority's long-range plans

- Low-income assistance plans are being
contemolated

Cost of service based rates

- Consistent with the American Water Works
Association

PWSA bills on behalf of the Allegheny County
Sanitary Authority (ALCOSAN) for sewage
treatment.

- Sewage treatment rate will increase by 11o/o,

increasing the average monthly bill by $3.53 per
month

HistoricalWater and Sewer Ratesr

15.00

14 00

12 00

10.00

E t.oo

5.00

4.00

2.00

0.00
2005 2006 2007 20ot 2009 20to 20tI 20t2

r Residential !Commercial r Industrial

'Rate per 1,@Otallon5 der mrnrmum use par monlh (S)

PWSA is commlned to setting rotes sufficient to lund its copitol progrom ond meet its roE covenont



PWSA rates compare favorably to other large urban water and wastewater systems

Comparable Water, Wastewater,
and Stormwater Rates

Combined Billas % of Each City's MHI

B6ton

Washington DC

Detroit

Cincinnati

Philadelphia

Baltimore

Cleveland

Pittsburgh

Chicago

s0 s20 s40 s50

So@: h. Mplhd 6d @lE cddLEd bV PFM hard upon lafodnalo hon waG md t.mr aulhqiii.r nwint th. citiet li.t!d.



FR.VII.19

a

Legislation proposing that PWSA be placed under the oversight of the Pennsylvania Public
Utility Commission ("PUC") was passed by the PA House of Representatives and is being
considered by the PA Senate

PUC oversight should prove to help PWSA address under-investment in infrastructure

PWSA management has experience with regulated utilities and is familiar with their
processes

Under the Senate-proposed version of the PUC oversight bill, the requirement to respect rate
covenant and bondholder rights will remain in place

PUC oversight is expected to be a long-term positive once PUC and PWSA make the initial
adjustment

Under the cunent version of the legislation, if enacted, PUC oversight would become
effective January 1,2018



. The proposed Plan of Finance incorporates the following features:

Advance refundings of long-term fixed rate debt for PV savings

Refunding of VRDBs with Floating Rate Notes

Re-indexing of swap transactions

Springing indenture to modemize provisions and improve rate covenant
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Series 2017A & B Fixed Rate Refunding issued to achieve Savings and Deemed Consents to
Amended and Restated Indenture

Tax- Exem pt Advance Refu nd ing (Series 2008D- 1 )

Series 2008D-1 ,924.7 million Par Refunded

$4.3 million NPV Savings, 17.4o/o of Refunded Par

Tax Exempt Refunding of Taxable Bonds (Series 2008A)

Series 2008A, $61.0 million Par Refunded (92o/o eligible for tax-exempt refunding), subject to make
whole call

$1.1 million NPV Savings, 1.8% of Refunded Par

Tax-Exempt Advance Refunding (Series 1 9988)

Series 19988 (CABs), $34.3 million Par Refunded, includes non-callable candidates
-$344k NPV Savings, -1.0% of Refunded Par

Tax-Exempt Advance Refunding (Series 20 1 38)
Series 20138, $42.3 million Par Refunded

$572k NPV Savings, 1.4o/o of Refunded Par - maintains future optionality on Series 20138

tn assresote, series 2077A&B ochieve NPV sovings ol 55.6 
T:,;::r":: J;f::"consent 

ol 28.7% (of necesnry 66 2/3%) hr new



Series 2017C Refunding of Senior Lien VRDBs with Senior Lien FRNs and Re-lndexing Swap
Achieves Savings and Deemed Consents to Amended and Restated Indenture

The 2017C issuance will refund $216.7 million of par across Series 200881-2 and D-2

. Refunding with Capital Markets FRNs on Senior Lien (Bank FRNs are also being explored)

. Savings dependent on final structure

. Significant consideration being given to structures to address LIBOR retirement issue

Series 2077C issuonce in ambinotion with Series 2077A & I issuonrrls provides deemed con*nt over 66 2/3% necessry for new
lndenture to become eflectlve



Amended and Restated Indenture Includes the Following Features:

lmproved Rate Covenant

Ability to establish a Common Debt Service Reserve or Separate Series Debt Service Reserve

Additional Bonds Test: Historicaltest requires meeting Rate Covenant based on Net Revenues in 12
of last 24 months versus MADS, inclusive of proposed Additional Bonds; or Prospective test
(requiring a eonsultant's certificate) that includes approved rate increase in Net Revenues.

Establishment of a Rate Stabilization Fund

Technical modifications to the Flow of Funds

The Authority was previously required to satisfy one of the two coverage tests below:
(1 ) Net Revenues shall not be less than:

(a) all Current Expenses of the Authority; and
(b) 120olo of debt service requirements with respect to the Senior Bonds, Subordinate Bonds and other

Authority Long-Term Indebtedness during the cunent Authority Fiscal Year
(2) Net Revenues shall not be less than:

(a) all Cunent Expenses ofthe Authority; and
(b) 1 00% of debt service requirements with respect to the Senior Bonds, Subordinate Bonds and other

Authority Long-Term Indebtedness during the cunent Authority Fiscal Year

The Authority is required to satisry the three requirements below:
(1 ) Net Revenues shall be sufficient in each Fiscal Year to pay Annual Senior Debt Service, Annual Subordinate

Debt Service, all deposits to satisfy Reserve Requirements and any additional Authority Indebtedness in that
Fiscal Year

(2) Net Revenues shall not be less than 1 25% of Annual Senior Debt Service, plus 1 1 0% of aggregate Annual Debt
Service in that Fiscal Year

(3) Rate Covenant Net Revenues, excluding transfers from the Rate Stabilization Fund, shall equal not less than
'100o/o of aggregate Annual Debt Service



. TheAuthority is a monopoly service provider in a large, diverse and stable service tenitory with ample
water supply

. TheAuthority's management is committed to improved capital planning and investment

. The Authority expects a Fall2017 rate increase and is preparing for a potential transition to the PUC rate
setting and approval process

TheAuthority's proposed Plan of Finance incorporates:

- Fixed and variable rate refundings to achieve savings

- Deemed consents to the Amended and Restated Indenture, which incorporates improved creditor protections

The Authority is committed to strengthening its credit profile and operating performance and its track
record of increasing rates speaks to its level of commitment

nfiSA rcquesr the anflrmotlon ol IB cufient rcAng h connection wlth the Issuonce ol the rclundlng bnds
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App.ndix A:
Overview and Service Area
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PWSA provides water and sewer service
to more than 300,000 consumers
throughout the City of Pittsburgh and
surrounding areas

PWSA assets

Suft.tD d..,,r*.r 
"*r-E

Aspinwall water treatment plant
Highland Park microfiltration plant
12 finished water pump stations
13 water distribution storage tanks
930 miles of water mains
5 reservoirs
18,754 valves
7,450 fire hydrants
1,227 miles of sanitary, storm & combined
sewer lines
27,000 catch basins and storm inlets
29,000 manholes
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The City of Pittsburgh (the "Cit/), located in western
Pennsylvania has a total population of 305,704 (2,388,076
metropolitan)

Second-largest city in Pennsylvania

$23 billion tax base has a dynamic economy supported by
a strong institutional presenoe

- Significant institutional presenoe with over ten
colleges and universities

- Total enrollment comprises 4'lo/o oI the city's
population

The city's financial position is likely to continue improving
given the conservative budgeting practices outlined in the
Act 47 recovery plan

Median Household Income as a % of the Nationl
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Financial and Business Services is the region's leading
industry sector, contributng25o/o of the gross regional
product and employing 230,000 people at some 15,000
firms.

Pittsburgh is the new center of American Energy with
strengths across seven strategic energy industries induding
800+ firms supporting 50,000 energy jobs.

. Tremendous economic growth from Southwestem
PA natural gas industry (Marcellus and Utica Shale);
$5.4 billion in economic activity.

A leading regional center for Healthcare and Life Sciences
sectorwhich contributes neady 12Yo ofgross regional
product, employing some 120,000 people.

. Nearly 4,700 healthcare degrees awarded annually.. $350 million+ venture capital invested in life sciences
over last decade.

Pittsburgh is a "Top 10 Up and Goming Tech City" (Forbes);
Nearly $1.8 billion venfure capital spent on Information and
Gommunications Technology sector in last decade.. Major ICT employers in Pittsburgh include Google,

Uber Advanced Technologies Center, Ariba, IBM
Pitbburgh Lab, Verizon, Comcast, and Intel
Research.

Growing Advanced Manufacturing sector base with 400+
manufacturing company expansions/relocations and more
than 23,800 new jobs since 2005; 99 companies and over
4,801 new jobs in 201 1 and 2012 alone.

5 Diverse, Growing, and Stable
Regional Sectors

Healthcare and Life Sciences

Energy

Fihancialand Business

)ervlces

Advadcid Manuhcturing

lnformation and
Cqnnrunication Technglogy
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App"ndix B:
Governance



The Authority's Board consists of seven members

No fewer than six members appointed by the Mayor

Board members have staggered five year terms
The present members of the Board and ofiicers of the Authority and their principal private afiiliations:

Debbie Lestitian, Chairperson

Margaret Lanier, Vice Chairperson

Paul Lege4 Treasurer

Jim Turner, Secretary

Deborah Gross, Assistant
Secretaryfireasurer

Chaton TurneL Member

Mike Weber; Member

Chief Administrative Officer, City of Pittsburgh

Treasurer, City of Pittsburgh

Director of Finance, City of Pittsburgh

Adjunct Professor, University of Pittsburgh GSPIA

Councilwoman, City of Pittsburgh

Assistant Counsel, University of Pittsburgh Medical Center

Business Development Representative, Laborers' District
Council of Western PA



Pittsburyh Water and Serer Authori$ 2OL7 Organlzatlonal Chart
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App.ndix C:

Water and Wastewater System Overview
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PWSA Srnvrcr AnelThe Water System consists of:

One rapid sand type treatment plant
(117 million gpd capacity)

Approximately 930 miles of water mains

80,864 individual service connections

More than 18,754 valves

7,450 fire hydrants

12 pumping stations

One membrane filtration plant

Five reservoirs

13 tanks with a storage capacity of 455
millbn gallons of water

1,20O miles of sewer lines and four
booster pumping stations

PWSA provides water that meets or exceeds
regulations at the lowest possible cost



. The PWSA Sewer System is composed of 1,200 miles of sewers and more than 27,000
catch basins

Primarily a combined collection system (77o/o) that serves the entire City of Pittsburgh

Conveys wastewater generated within the city and some neighboring communities to
Allegheny County Sanitary Authority ('ALCOSAN") interceptors along the rivers of
the city for conveyance to ALCOSAN's wastewater treatment facility
. Designed so that if the system's capacity cannot handle storm water flows during

wet weather, a portion of the collected storm water and diluted wastewater is
discharged to natural water courses by diversion chambers and connections to
ALCOSAN interceptors

. Seryes as a conveyance system for portions of flows from 24 neighboring
municipal communities.

. The Authority's Consulting Engineer opines that the Sewer System is in adequate
operating condition

'lh. AL@SAN trc.tmcnt f.cility, whidr ir not p.d ofth. w.t{.nd sew.r sFtem, i! operai.d by ALosAil,..ounty.uthodrv



. PWSA serves a stable and diverse customer
base:

Approximately 84 percent of City's
population

- Agreements with seven adjacent
municipalities listed below and one
wholesale customer for the sale of water

- Approximately 82,000 active retailwater
accounts

- Approximately 112,000 active sewer
accounts

. PWSA has taken steps to address billing issues
caused by problems with implementing new
meter reading system.

. Borough of Fox Chapel

- Resene Township

- Borough of Sharpsburg

. Hampbn Shaler WaErArhority

. Borough of WestView

Authority of the City of



App.ndix D:
Financial Information
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Wat€r
Sewage Gonveyance
Dtsc
ALCOSAN
Fe€s
Miscdlaneous Rovonus

Totrl RGlpt

OF |0ne Erpan$a
Salari€s
B€ndb
Dir€cl Operating
Invonlory
Gen€.al t Administrative
ALCOSAN
CoOp Paymont
Noncity Subsidy
DISC

Totd Op.r.tng Erpan&.

Not Oporatlng Income

D.bt Scwlcc
Dobt Soryics - Principal
Dsbt Ssryico - lnter€st
Dobt Seilice - Liquidity E
Remarkoting
Debt Servics - Pennvest
Rovolvsr lnterest
Pennvest Cash Flo'!6

Tot|l Drbt Scrvlc!

Tot l Co.tr

Nlt C..h Flow

Cash Balanco - B€ginning
N€tCash Flor
Trambr to Ros€rye
Capital Spending
Cash Balance - Ending

87,952,137
,t5,665,816

70,7E0,/169
8,7',18,474
5,669,431

21E:tE6,327

(16,631,047)
(6,21 1,309)

(24,796,526'
(2,429,42',t)

(19,303,069)
(70,780,469)

(7,1 50,000)
(1,920,716)

(r5r,'12,1,550)

67,36:t,769

(17,385,490)
(30,426,690)

(1,403,338)

(780,000)

(49,995,srE)

(201,{1 0,076)

17,fi8251

22,491,922
17,368,251
(3,144,510)

('t4,223,7411
2.,491,92.

66,030,33r
36,631,717

6,939,920
62,731,O97
4,050,478
3,1 35,542

rtr,5r9,085

(15,556,521 )
(5,091,276)

(20,153,s62)
(908,616)

(19,192,018)
(62,849,859)

(7,1 50,000)
(2,169,429)

(r3i|p7r,ro0)

4,4/7,785

(1E,E55,000)
(29,062,1 73)

(1,483,083)

(3,657,1 7E)

(94,690)
(60e,206)

(54,r6r,s30)

(1E7,232,E301

(s,713,7.s)

28,269,000
(5,713,74s)

(840,906)

21,714,269

65,678,075
35,365,1 1 7

6,769,976
57,O77,760

I,573,643
5,502,849

171,1,67,12O

(14,999,s94)
(4,946,6s8)

(16,987,720)
(1,304,256)

(10,602,956)
(*,32,674',t

(7,1 50,000)
(1,?91,062)

(r22,r4r,9301

49,782,490

(1E,330,000)
(29,70s,14E)

(1,364,5s9)

(3,s26,600)

31?,279

152,6'tg220l

(r 74,01 't,l 581

(2,845,730)

31,219,000
(2,E46,730)

28,372,262

63,977,f 11

34,449,537
6,619,757

53,166,777
2,'113,092
6,614,320

166,973,194

(13,721,569)
(s,167,576)

(r9,755,502)
(432,7121

(r6,603,447)
(51,s72,036)

(7,1s0,000)
(2,s63,319)

(rr7166,16r,

'19,707,033

(19,774,999)
(26,205,40E)

(2,445,362)

(3,078,7E0)

({r7,795)
(51,9/,2,3141

(169,208,505'

(2r35,3rr)

56,E70,371
30,62,507

5,930,799
47,159,390

2,568,1 14
4,686,907

l/t7.t38,0tt

(1 3,r42,3r5)
(4,399,666)

(15,636,634)
(s6s,s60)

(15,087,792)
(/t6,761,r34)

(7,rs0,000)
(2,370,633)

(105,113,73/t,

12,7i21,39

(14,1 s5,000)
(25,$1,2911

(4,il1,1271

(3,065,093)

(1,127,9781
(4t,3r0,{09)

(15tr1//2231

(5,606,r35)

57,062,217
30,725,E09
6,072,473

47,270,475
4,214,44E

115,v51X2

(1 3,122,009)
(4,340,s93)

('ts,2.'t,'t921
(s20,265)

(10,716,745)
(46,036,404)

(7,150,000)
(1,971,281)

(99,07t,'tE9l

/t6,266,9t3

(12,465,000)

127,U5,746l

(4,276,0231

(3,077,362)

(918,942)
(/o,s03,073)

(147,661,5C2)

(2,316,1/O)
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Wats
Silege ConEyene
otsc
ALCOSAN
FG
Misodlends Rmnuc

Tot l Rrolpt

Opcn0ng Erp.n..3
Sele]ls
Bcncfits
DiGct Oparatng
InEntry
Gcnml & AdministltE
ALCOSAI'{

CoOp Paynrmt
Nd4iiy Sub3ldy
Dtsc

Totrl Op.ntlng ErFm

N.tOp.ndne In6m

O.bt g.rv|o
Dcbt Scrvic! - Principal
Dlbt S.ryi6 - Inbfct
OGbt Scrvle - Liquidity E
Rmarketlng
Ocbt Scrui€ - P.nnGl
Rswlwr Intrrost

PonnvstCesh Flffi
Totll Dlbtt rvlcr

Totrl Co.tt

N.tClh Flil

C6h Balan€ - B€ginning
NctC6h Flil
TEnsirrto R.sGru
Capltel Spcnding
Csh Belen€ - Endlng

87,952,137 68,030,S1t
45,665,815 36,6i!1,717

6.939.920
70,780,469 62,731,097
8,718,474 4,050,,178
5,669,431 3,135,542

216,78,421 1u,519,0t5

(18,8:)r,047) (15,556,521)
(6,211,3(x)) (5,091,276)

(24,796,s46) (20,1s3,58a)
(2,129,4211 (908,616)

(19,303,069) (19,192,018)
(70,780,469) (62,849,859)
(7,150,0m) (7,150,m0)
(1,920,716) (2,169,429)

(r5r,4zl,ssrl (133,071,300)

67,361t,7@ 1t,U7,7t5

(17,385,490) (18,855,000)
(30,426,690) (29,062,173)

(1,403,338) (1,483,08:))

(3,857,178)

(780,000) (94,890)

(809,206)

(49,995,5il1 (sa,161,s30l

(20r,4rt,0761 (rt7,232,t301

r7,36t,2s1 (5,713,74s)

22,491,92. 28,269,0m
't7,368,25r (5,713,745)
(3,144,510) (840,966)

(14,223,7411
22,491,922 21,714289

19,91,806 29%
9,034,099 25%

(6,939,920) -1W.
6,0/i9,372 13%
4,667,996 115%
2,533,889 81%

37,26r,212 2tX

3,2f4,526 -21%
1,120,04x' -2296

4,U2,944 -23%
'f,520,805 -167%
111,051 -1%

7,930,610 -1!X
0%

(24,713' 11%

0%
1E,351,25C -lar

1t,915,9t4 39X

(1,469,510) 8i6
1,354,517 -5%

(79,745) 5%

(3,857,178) 10eA

685,110 -72

(8m,206) -1N%

(4,rG6,0r21 ax

l'l,lts,2t6 4X

23,0fi,996 ttu*

(5,777,078) -2016

23,08,996 4U%
(2,303,54/r) 271%

(14,223,741) 016
n?$t3 1%

67,952,137 65,678,075 22,214,62 31%
45,665,816 35,365,fi7 10,3m,699 2y/.

6,769,976 (6,769,976) -10016
70,780,469 57,077,760 13,f92.,f09 21%
6,718,474 1,573,643 7,144,8it1 1gt%
5,669,431 5,502,849 166,582 3%

2L,7l6.ti11 111,$r,1n 46,fit,907 27X

(18,831,s7) (14,999,594) 3,831,453 -2ffi
(6211,309) (4,946,6s8) 1,264,651 -2616

(24,796,526) (16,987,728) 7,808,79S 4ffi
(2,429,421, ('1,384,258) 1,0i15,163 -76t6

(19,303,069) (16,602,955) 2,700,113 -1616
(70,780,169) (58,322,674) 12,45f,795 -21%
(7,150,m0) (7,1s0,000) 096

(1,920,716) (1,791,062) 129,654 -7%
096

(l5t,4zI,55t) (lzl,lat,930l 29,516,912 -2ax

67,36:!,78 19,7az.y' i,5a1,279 35X

(17,38n,490) (18,330,000) (944,510) 5%
(30,426,690) (29,70s,148) 721,s2 -

(1,403,3:18) (1,384,559) 18,n9 -1%

(3,525,000) (3,s26,8m) 10096

(780,000) 780,000

317,279 317,279 100%

(49,99s,s1t) l52,Gi8,z26l (2,633,fi01 5X

(20r,alr,07Gl (17+lr4,r5rl 2a,c]3,202 -tt,

17,36t,25r (2,?t6,73t1 20,214,9t9 nAX

22,49',1,922 31,219,000 (8,727,0781 -zty.
17,368,251 (2,846,738) t9,935,705 -71016
(3,144,510) (3,144,510) O%

('t1,?j23,7411 (13,944,1157) O%
22,191,922 283'n,262 (5,880,3,10) -21%
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The Finance Division is responsible for
billing and collections

Water and rates are based on a fixed
service charge related to the size of
the meter and the quantity of use of
water

Charges adjusted annually for
Consumer Price Index (CPl)for
wholesale customers

PWSA has a collection factor of 98%
for 2016

PWSA 2017 Rates

s/8' 0-1,000 s18.42

314" 0-2,000 s29.93

1' 0-5,000 s60.61

7u2" 0- 10,0m s118.16

3' 0-40,0(n s432.58

5' 0-175,000 s1,728.86

8' 0-325,0@ 93,10!t.25

10"orlarger 0-stlE,O@ 55,087.62

s6.09 s24.s1

s7L.27 541.20

52s.07 Srs.68

9s0.9E 5159 14

sEs.sl s280.39

s192.4s S62s.13

s326.93 s1,0s8.76

s774,a6 s2,503.72

s1,394.77 S4,504.O2

s2,282.80 57,370.42

s3.96 s11.44

s3.84 511.09

s3.s7 510.08

ss.6r s16.s4

s3.EE sr0.43

Residential Property

Commercial Property

Industrial Property

Health or Education Property

Fire Systems (use other than
reported fire - Rule 304.9)

s7.48

57.2s

95.s1

sro.93

s5.5s



App"ndix E:
Implementing and Funditg the Capital

Improvement Program
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The Alleg es
degraded
overflows

Occurs during storm events from more
than 100 systbm wide outfalls
Pennsvlvania Deoartment of
Envirohmentral Piotection (PADEP) and
the United States Environmental
Protection Agency (USEPA) have
mandated conections

Benefits of "Green First" approach:
Cost-efiectively reduces CSOs and SSOs
during storm events
Reduces basement backups, localized
surface flooding, and direct stream
inflows to the sewer system
lmproves water quality and restores local
habitats
Enhances urban settings and accrues
social, e@nomic, and environmental
benefits to the entire Pittsburgh
community

Arers ldentmed for the Clty-Wlde'Green Flrsf A3s$3ment

L Fqr ile Rn ([f29 sercrsH)
2 Wdnngbn Blyd ad Nedey Rl (A{2 se*ssted)
3. Sotilr Snb (ltl-16 sancHf
il. W6ds Rr (G27 wsH)
5 lb$'shn(Ait scrvsH)
6. lf Di*ia/Llarn (li|-19 wslcd!

F|!re I Cffwkt? 30 Prlsty S@lE r (+hdGt M$a cft.b CSO dc.lgndqt!)



On January 29,2004, PWSA entered into a Consent Order and Agreement (the
"Orde/') regarding alleged wet weather sewer overflows within the City

Other signatories to the Order are the City, PADEP and the ACHD
The Order required the Authority and the City to assess the combined and separate
sanitary sewers within the City in order to develop a plan to address alleged wet
weather sewer overflows within the City. Assessment activities required under the
Order included performing:

A physical survey and visual inspection of manholes
Sewer line cleaning and closed circuit television internal inspections
Sewer system mapping
Sewer system dye testing
A system of hydraulic characterization
Flow monitoring

The Order provided a very specific schedule for the completion of assessment
activities.

Most assessment activities for critical sewers and the separate sanitary portion of the sewer
system were completed by 2010
Most assessment activities for non-critical sewers were substantially completed in 2012

The Order also required the Authority and the City to:
lmplement the Nine Minimum Controls for the control of CSOs
Perform repairc and maintenance to the deficiencies in the sewer system revealed by the
assessment activities



FR-VII.19

. 
f n response to the January 2004 Consent Order and Agreement the Authority:

Developed a feasibility study in conjunction with ALCOSAN which entered into a
Consent Decree with the United States Environmental Protection Agency ("EPA'),
PADEP and the Allegheny County Health Department ("ACHD"), to address combined
sewer overflows and achieve compliance with water quality standards and the Clean
Water Act

Submitted its feasibility study to PADEP and the ACHD on July 31,2013.
. Overall compliance plan is impacted by the Federal Regulatory requirements foTALCOSAN's

CSO Compliance plan.

In cooperation with the City of Pittsburgh, proposed a Green Infrastructure approach,
which is expected to reduce its ultimate scope and e,ost impact of its CSO compliance
investments.

. Ultimate scope and cost of improvements will not be known untilthe feasibility study and
proposed plan modifications are approved by PADEP, ACHD and the EPA in a Consent Decree
which is expected sometime inin2017.



App.ndix F:
PWS,{s Debt
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As of September 1,2017 PWSA has
$709.6 million in outstanding long
term debt:

Eight series of bonds outstanding
under the Indenture have a parity
claim to the Receipts and Revenues of
the Authority (First Lien Bonds)
Five series of subordinate revenue
bonds are outstanding
PENNVEST Loans are subordinate to
the First Lien Bonds and the
Subordinate Bonds
Revolving line of credit on parity basis
with PENNVEST loans

The Authority has swaps hedged
against variable rate debt
PWSA has successfully renegotiated
bank and LOC agreements at reduced
cost

Summary of PIIJSA Debt
6.85%

I Frxed lVariaH€ -l Psnvest

CapitalStructurc

I Fixed r Fixed Rate Payer Swaps



PWSA Debt Service
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Bond Yc.r Endlng

r Series B-1 of 2008 I Series &2 of 2008 Series D-2 of 2008 I Series Cl-A of 2008
r Series C1-B of 2008 r Series C14 of 2008 r Seriss C1-D of 2008 r S€ri€s C-2 of 2008
rSeriesAof 2008 rseriesD-1 of 2008 rSeriesAof 2007 tSeriesBof 1998
rs€ries2013B rse.ies2013A PennvestLoans



As of September 1,2017, the Authority has $564.3 million aggregate principal
amount of Senior Lien Bonds outstanding:

Fixed rate: $347.6M

Variable rate: $216.7M

so'rer Nrm. Tly
Seri€s B ot 1998 32lga

S€riss A of2008 412n8

Series&1 d2008 10f?,J09

S€n6s&2of2008 1022/09

SsrissD-1 d2008 6nZ0A

Seriss D-2 of200E 0/5/10

Serios 20'l3A 1A'lAl13

S€ries 20'l3B 141U13

Total S.nlor Llon

lffi rostt" t$u.srzo

Fixod Tax+xempt 32,400,242

Fixed Tilable 68,970,000

VRDB Tax-Exempt 72,7&,000

VRDB Tax-Exompl 72,745,000

Fixed Tex-Exampt 24,605,000

VRDB Tax-&empt 7'1,225,000

Fixed Til-Ersmpt'130,215,000

Fixsd Til-Exempt 86,695,000

Oubtrrdlng Fln.l C.ll
Par lltudty D.b

67,062,231' 9/lB0

60,965,000 9t1t24

72,750,OOO 9/189

72,745,000 9/189

24,665,000 9t1B'l 911t16

71,225,000 Shl40

93,82s,000 9/1/33 9t1t23

81,100,000 9t1t40 u1n3

5643t7,2t1

Ant
Curenlly Smr.
G.ll.Uo

Now Money

$60,965,000 Retunding

$72,750.000 Rstunding

$72,745,000 Retunding

N€w Mon€y

s71,225,000 Rofunding

Refunding

N€w Money

Lrqurony LhurOrg uqnadlty Fh'J E-- llcddltt
iype Pro.,td.r Fe - td* *tJ#-

DPLOC BofA 0590% 4.036Y. 't0122!21

DP LOC PNC 0 590% 4.03/dyo 10n2n1

SBPA PNC 0.s20% 4.103% Et4t17

Note: O@s not.eflcct antlcipat€d r€fundin3,

'Ac.eted v.luc.! of9ll/20u; OriSin.l p.r value s.s 532,400,242



PWSA has remarketed Subordinate Debt into direct placement loans that are perfectly hedged to mitigate
basis risk and lowered the fixed swap rate by converting to LIBOR based from SIFMA based.

s€d..ilam. "3Y 'ilff rrstru. r..uesrzsoutrterrdrns ,tf'rln -t:ltrw str," t-tcurdrg H'#Y u!j"t* t"jl$* .U#'
D.to

Seri6c'l-Aof2o06 1ll10/09 VRDB Tu-Exempt 10,000,000 10,000,000 9/165 $10,000,000 Retunding DP BotA 0.7@% 3.500% 9112]0

Serie6cl-8d2008 11/10/09 vRoB Tax-Exompt 10,0(F,000 10,000,000 9/1E5 $10,000,000 Retunding DP BofA 0.700% 3.500% 91120

Seri€sC1{0f2008 11/10/09 VRDB Tar-Exempt 5,000,000 5,000,000 9/185 $5,000,000 Retunding DP BofA 0.700% 35000/6 9l'1t20

SoriesCl-Oof200E 11n5/09 VRDB Tax-Exampt 2€,910,000 20,840,000 9/tB5 $26,6/0,000 Retunding DP BofA 0.690% 35000/6 911118

S€ri€sC-2of2008 0l12J0g VROB Tax-Exsmpt 51,EE5,000 51,620,000 9/165 $51,020,000 Rotunding DP JPMorgan 0.750% 3.500% 11fiy16

Tot l Subordlnab Llon 103,@,000

tloh P.r hc Al 2 Adlt d d h @ rn hdghg Adtu (1. inberbd).ryt br tc2,2z.@ d 0r mp d h S.tu mC

PWSA was suocessful in negotiating a line of credit for capital needs to more efficiently manage cash and
borrowing costs. Both PennVest and JP LOC are subordinate to the outstanding Subordinate Lien

sorr.sramo oBP tilff rusr.t,r b.ucsz. off"n *t[il,
Al ryNotss Fixed 62,772,052 29,E82,133
JPLOC 7/12016 VRON Tax{xempt E0,000,000 27,900,@0 7|1EO2O

Note: Does not reflect antlclpated refundint.

C.ll
Dat

Amt
Gurrcntly Strba
C.ll.Uc

LlquldltY uquldnyPrdtd.r

LOC JP Morgan

.Tj' u?,r J;l,5lH"

0.975% 0.425Yo



The following table sets forth the terms of all of the Swap agreements as of
September 1,2017:

CuflBnt Notional Amount $72,747,500 $72,747.fi0 $62,196,000 $41,,164,000 $71,25,000

Efiectiw Date

Termination Oat€

Product

Rate Paid by Provider

Rate Paid by Authority

Provider

Net Present Value*

6n2nw8 6n212008 6t1?/2008 6nzzJ,08 6112/2008

9t1t2039 thln3g 9rU2035 91112035 9nr2040

Fixed Rate Swap Fixed Rate Swap Fixed Rate Swap Fixed Rate Swap Fixed Rate Swap

SIFMA SIFMA 70%1moL 70%'lmol SIFMA

4.M% 4.04o/o 3.50% 3.ilo/o 4jO%

JPMorgan Chase Menill Lynch JPMorgan Chase Menill Lynch JPMorgan Chase

($24,743,87e) ($24,743,879) ($16,420,204) ($10,946,803) ($26,780,610)

Tho noaung rab on the 2008 C $teps was convertgd ftom SIFMA to 70% of ons-monlh LIEOR on 1 1/U14 in conjunction with tho rsissuanco and resbucturing of
certEin subsari€s of the 200EC bonds. As a rosull. the fixed rat€ oil ho swaDs was atnendod tom 3.998% to 3.500%.

-As of Septemb3r l, 20'17

Source: Pitlsburyh Watar and So*sr Arlhority - Summary of Swap Financial Group Report
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The Authority is required to satisff one of the two debt service coverage tests

Revenues and unrestricted revenue fund cash must be sufiicient to provide for payment
of (a) current expenses of the Authority and (b) 12oo/o of debt service on the first lien
debt and subordinate debt; or

Receipts and revenues, including construction fund earnings with certain limitation,
together with debt service reserve fund earnings must be sufficient to provide for
payment of (a) current expenses of the Authority and (b) 1o0o/o of debt service on the
first lien debt and the subordinate debt

Below is the historical debt service coverage from 2Q12to 2016 for Test 1.

Receipts and Revenues

Unrestricted Cash

Total

Operating Expenses

120% Debt Service

Total

Funds in Excess of Test

Test 1 Debt Service Coverage

20t2 2013

r4,r38 142,657

42,542 42,95s

186,680 18s,512

93,305 95,823

51,515 54,126

L44,820 t49,949

41,860 35,663

2t8% r99%

20t.4 2015 2015

L64,255 I74,L64 180,727

33,953 3r,432 28,269

198,208 205,596 208,996

rtt,454 116,908 131,936

57,023 61,694 63,809

168,477 L78,602 195,745

29,73t 26,994 t3,2st

r83% t73% L45%



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.20. Provide a listing of all securities issuances for the company and, if applicable, its
parent projected for the next 2 years. The response shall identifo for each projected issuance the

date, dollar amount, type of security, and effective cost rate.

RESPONSE:

PWSA expects to utilize a combination of long-term debt and available cash to meet

financing needs during the next two years. Based on the current financial plan and CIP, PWSA
expects to issue the long-term debt shown below during 2019 and2020.

2019 Proiected

Revenue Bonds: S156.000.000 4.02% 30 Year Term

2020 Proiected

Revenue Bonds: $237,000,000 4.02% 30 Year Term



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.2l. Identiff any plan by the company to refinance high cost long-term debt or
prefened stock.

RESPONSE:

PWSA has no plans to refinance long-term debt.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.22. Provide copies of all securities analysts' reports relating to the company and its

parent, or both, issued within the past 2 years.

RESPONSE:

Please see PWSA's response to FR VILl9.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.23. If applicable, supply a listing of all common equity infusions from the parent to
the company over the past 5 years. In each case, identiff date and dollar amount.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VlL24.If applicable, identiff the company's common dividend payments to its parent for
each ofthe last 5 years.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.25. Provide the latest year-by-year financial projections for the company for the next
5 years. Also, please indicate the date these projections were prepared; whether approved by
management; and whether the projections have been submitted to bond rating agencies. The
information will be treated in a confidential manner, if requested by the company in writing, as

set forth in 52Pa. Code $ 5.423.

RESPONSE:

Please refer to the direct testimony of Debbie Lestitian, specifically DML-2. These

projections were developed for the purpose of this rate case filing and Cost of Service analysis.

These projections, developed in conjunction with PWSA by Raftelis Financial Consultants, Inc.,

have been approved by PWSA management but they have not been submitted to bond rating

agencies.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.26. Provide the company's 5-year construction budget.

RESPONSE:

Please see below.

Year Construction Budset
201 8 $ 6r.368.082
2019 155. 190.61 I
2020 256.228.t16
2021 326.725.r35
2022 296.444.669
Total $ 1.095.956.613



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VlI.27.Identiff the company's and, if applicable, its parent's capital structure targets

(percentages of capitaltypes). Provide the complete basis for the capital structure targets.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.28. For each month, of the most recent 24 months, supply the company's:

a. Short-term debt balance.

b. Short-term debt interest rate.

c. Balance of construction work in progress.

d. Balance of construction work in progress which is eligible for AFIIDC accrual:

RESPONSE:

a. PWSA does not have any short-term debt. The only debt-related current liabilities on
PWSA's balance sheet is the current portion of long term debt.

b. Please see the response to VII.28a

c. Please see the table below.

CWIP 2016 2017
Januarv s 74,697,506 s 93.101.925
Februarv 77.012.721 93.491.634

March 80.713.830 96.529.748
April 82.923.640 98.458.856
Mav 86.597.789 01.090.482
June 88.269.361 02.758.422
Julv 89.629.275 05.267.462

August 90.585.841 07.712.284
Sentember 90.879.655 t0.236.397
October 96.563.464 11.t48.293

November 100.093.242 13.766.505
December 91.412.467 03.803. I 26

d. Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.29. Fully identify all debt, other than instruments traded in public markets, owed to
all shareholders, corporate officers, or members of the board of directors, its affiliates, parent

company, or subsidiaries.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.30. Provide a summary statement of all stock dividends, splits, or par value changes

during the 2-year calendar period preceding the rate case filing.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.3l. If a claim of the filing utility is based on utilization of the capital structure or
capital costs of the parent company and consolidated system, the reasons for this claim must be

fully stated and supported.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

VII.32. To the extent not provided elsewhere, supply financial data of the company, and

its parent, if applicable, for the last 5 years.

a. Times interest earned ratio-pre- and post tax basis.

b. Prefened stock dividend coverage ratio-post tax basis.

c. Times fixed charges earned ratiepretax basis.

d. Dividend payout ratio.

e. AFUDC as a percent of eamings available for common equity.

f. Construction work in progress as a percent of net utility plant.

g. Effective income tax rate.

h. Intemal cash generations as a percent of total capital requirements.

RESPONSE:

a. Please see the table below.

Times interest earned 2013 2014 2015 20r6 2017
Pre-Tax t.32 0.89 1.63 0.95 0.82
Post-Tax N/A N/A N/A N/A N/A

b. Not applicable.

c. Please see the table below.

d. Not applicable

e. Not applicable

f. Please see the table below.

Times Fixed Charses Earned 2013 2014 2015 2016 2017
Pre-Tax l.3l 0.89 t.62 0.95 0.82
Post-Tax N/A N/A N/A N/A N/A



Pittsburgh Water and Sewer Authority's Base Rate Filing

VII. RATE OF RETURN

g. Not applicable

h. Since 2013, PWSA has financed capital assets almost entirely with funds from bond

issuances, Pennvest loans, and, more recently, utilizing their revolving line of credit.
In addition, prior to 2017, there was not an officially published CIP or capital budget

that identified annual capital requirements. PWSA has identified target levels of
PAYGO (or rate revenue financed capital) that it plans to achieve in future. Please

refer to the direct testimony of Debbie Lestitian and Kathy Clupper for more

information.

2013 20t4 2015 20r6 2017

CWIP as Percent ofNet
utility Planr

4.22% 5.25% 10.74% 13.r3% 14.53%



Pittsburgh Water and Sewer Authority's Base Rate Filing

WII. RATE STRUCTURE AI\ID COST OF SERVICE

VIII.l. Provide a complete, fully allocated, cost of service study if an interval of 3 years
has passed between a previous cost of service study and the historic test year date of the current
filing. The cost of service study shallprovide the necessary data to determine if the water or
wastewater rate structure is fair and equitable to all classifications of water or wastewater
customers (including public and private fire protection customers) and reflects, as nearly as

possible, the cost of providing the service. The study shall correspond to the test year proposed

revenue requirements (future test year only, if used). Summaries of conclusions and all back-up
calculations shall be made part of the submission of the cost of service study, and shall include
the following:

a. A description of the allocation methods used. A comparison of the allocated
cost of service by class with the present and proposed revenues. A cost of service
schedule showing the rate of return produced by present and proposed rates by
class of service.

b. Indicate if the method used for establishing the allocation factors in the cost of
service study deviates from the previous study submitted in the last rate case. If
yes, indicate which allocation factors were changed and discuss the reason for the
changes.

c. Supply the average day, the maximum day and the maximum hour deliveries to
the system adjusted for storage for the historic test year and 2 prior years. Also
provide workpapers, analyses, comparative data or other documentation
supporting the estimated maximum day and peak hour demands by customer class

reflected in the company's cost of service study.

d. Explain thoroughly the methodology employed if the company distinguishes
between transmission and distribution or collection mains in its allocation of
costs.

e. Provide a detailed explanation of how storage is utilized to meet base,

maximum day and maximum hour demands.

f. Provide workpapers, calculations and supponing documentation which develop
the equivalent meters and equivalent service line weights reflected in the

company's cost of service study.

g. Provide all workpapers and supporting documentation for the fire flow
requirement and duration utilized in the cost of service study.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VIII. RATE STRUCTURE AI\D COST OF SERVICE

h. Provide a breakdown of the number and size of private fire services according
to the general water service class of customer.

i. Provide a calculation of the company's base cost of water or wastewater per

unit of consumption or usage.

j. Provide a detailed cost analysis that supports the company's customer charges,

by meter size, showing all direct and indirect costs included.

RESPONSE:

Please refer to the direct testimony and accompanying exhibits of Harold J. Smith for the
above fi ling requirement.



Pittsburgh Water and Sewer Authority's Base Rate Filing

VIII. RATE STRUCTURE AND COST OF SERVICE

VIII.2. Provide a listing of negotiated special rate contracts which includes a comparison
of revenues under special rate contracts and under tariffrates. Provide the cost of service
treatment of any deficiency in revenues resulting from the negotiated special rate contracts.
Special rates are defined as rates not contained in the currently effective tariff.

RESPONSE:

Please see attached.

PWSA provides service under negotiated special rate contracts to nine customers; eight
of these are wholesale customers. In the cost of service, wholesale revenues are treated as an

offset to the retail water revenue requirement. For additional information please refer to the

direct testimony and accompanying exhibits of Harold J. Smith.
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Pittsburgh Wrtcr t Sffi Authoriv

wholcs.lclConttact
Customcrs

Dcrcription Fircd Ch.rgc! Volum€ Ch.ryca
2011 Ch.lgcs

at Currrnt
2019 Ch.rycr

.t Cunsrt
Ch.rg6.t
Ftopd Diltrcracc

lllcghcny
,Vholcsale scflces to AlcAheny;
tokgal Mrnrmum Allowance;
:o|,b/ lv tur:ll I lo. ahrm In

$ 99.95/rx $ 6.75/k9a g 15,9s1 $ 54,814 $ 68,185 $ (73,372

lspinwrll
,Vholesale s€trces to Alegheny;
{o mrnrmum charge;
:scalated W Inflahon

nla $ 3.3l/kga 297,214 299,909 930,606 (630,69E

l.y V.llcy / RiY.rbcnd
(t{.tcr)

lulk water s€rvices to fuwrbend;
iokgal minimum consumpton;
:...1.1d hv lhf,r+'^h

$ 111,388/m( $ 1.82/k9a t,479,519 1,343,338 6,053,085 (4,709,746

l.y V.llcy / Riucrbcnd
IWiltamtcr)

Bulk wastewater cmveyance seMces t0
Ri\€rbend;
15,000k981 fi xed consumptron,
F€al.td k lhith^^

l lt,Oszlml nla 144,052 466,3E0 r,26s,E32 (79,4s2

Fox Ch.pd
rvholesale water s€Mces to Fox Chaoel;

;her decreasrE Hod( cte;
:scalaH by Orerall User CtErge Increase

$ 6,408.30/m(

0-15,000k: 33.11

15,000k-30,000k: $2.5:
30,000k-75,000k: $2.3(

75,000k-120,000k: S2.2,
120,000k-180,000k: i2.2(

> l80-000k: 32.1!

2,127,355 2,180,209 8,231,43 $,75r,84

ilampton
,Vholesale water seMces to Hamoton;

l-trer decreasrng Uod rdte;
:srlrir.i hv tuerrll I ler ahar@ Tn.n

$ 1,336.17lmc
U-5,UUUK: 

'5.85,000k-25,000k: $4.0:
tq nnnk-sn nonk. tt ?:

69,611 81,233 110,829 (29,596

PAWC
,Vholesale sewrces to PAWC;

i48k9al Allowance;
:.-rlrld k T.i.i'^n

$ s,508.90/mc $ s.70/k9a 55,107 66,765 95,10E (28,340

RSRV - 10'
,Vholesale seflices to Res€ne (10" m€ter);

'lo Allowance;
:c-lrd turd'd-0mh t'isrht

$ 3,195.18/m( $ 3.70/ksa ,r10,018 .r31,025 1,103,565 $744t
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Pittsburgh Water and Sewer Authority's Base Rate Filing

rx. QUALTTY OF SERVTCE

IX. I . Indicate whether the company is in violation of any provision of the Pennsylvania
Safe Drinking Water Act (SDWA) or any rule, regulation or order, or any condition of any
permit, variance or exemption granted by the Pennsylvania Department of Environmental
Protection (PA-DEP), or its predecessor.

a. Provide information indicating whether the company is in compliance with
SDWA provisions at25 Pa. Code $ 109.407 regarding general public notification
requirements:

(i) Provide a copy of each public notification given in accordance with
this section, since the last rate proceeding.

(ii) Provide a detailed explanation of all actions taken to remedy an acute

violation, and to comply with the requirements prescribed by a variance or
exemption.

(iii) State whether any fines or penalties were assessed by PA-DEP, and

indicate the amounts paid by the company.

b. Provide the most recent copies of all annual consumer confidence reports
Issued pursuant to SDWA Amendments of 1996 since the last rate proceeding.

(i) Provide any annual consumer confidence reports which reflect
violations of State and Federal safe drinking water requirements.

(ii) Explain how these violations were resolved.

RESPONSE:

PWSA received a Consent Order and Agreement for Violations of the Safe Drinking
Water Act on November 17,2017 relating to Lead Action Level Exceedances and Failure to
Treat as Permitted. PWSA has conducted a yearlong study to find the best corrosion control
treatment for the system as well as created a lead service line replacement program.

a. PWSA is in compliance with all public notification requirements. PWSA has provided

the following notifications to the public (see below).

PWSA had the following Public Notifications: Elevated Lead Levels February
6,2017; Loss of Positive Pressure - September24,2017;Low pressure -
December 17,2017; Elevated Lead Levels -January 26,2018



Pittsburgh Water and Sewer Authority's Base Rate Filing

rx. QUALTTY OF SERVTCE

PWSA received an Administrative Order from the DEP on October 25,

2017. This order requires PWSA to address the following items: Apply
for the use of UV disinfection at the Membrane Filtration Plant, Replace

the cover on Lanpher Reservoir, Ensure Reliability of Bruecken Pump
Station, Install Pressure Sensors in the Distribution System, and Provide

the Department with a detailed list of Capital Improvement Projects.

PWSA is working with the DEP and is responding as required. PWSA
and the DEP have weekly Coordination Meetings to strengthen the
working relationship and address concerns as they arise.

PWSA was required to pay fines related to the Consent Order and

Agreement for Violations of the Safe Drinking Water Act on November

17,2017 relating to Lead Action Level Exceedances and Failure to Treat

as Permitted. (See attached)

b. Please see attached.

i. Please see attached.

ii. PWSA received late reporting violations for the first quarter Alkalinity,
third quarter Total Organic Carbon, and2,3,7,8 TCDD (Dioxin). The

monitoring was conducted correctly, but the results were reported late to

the DEP.

n.

l1l.



COMMONWEALTH OF PEI{NSYLVANIA
DEPARTMENT OF ENVIRONMENTAL PROTECTION

In The Matter Of:

Pittsburgh Water and Sewer Authority
Penn Liberty Plaza 1

1200 Pem Avenue
Pittsburgh, PA 15222

Violations of the Pemsylvania Safe
Drinking Water Act and the Rules and
Regulations Promulgated Pursuant Thereto
Regarding the Lead and Copper Rule

CONSENT ORDER AND AGREEMENT

This Consent Order and Agreement is entered into this lVL day of

2017,by and between the Commonwealth of Pennsylvania, Department of Environmental

Protection (Department) and the Pittsburgh Water and Sewer Authority (PWSA).

The Department has found and determined the following:

A. The Department is the agency with the duty and authority to administer and

enforce the Pennsylvania Safe Drinking Water Act, Act of May l, 1984, P.L.206, as amended,

35 P.S. gg'l2l.I-721.17 (Safe Drinking Water Act); Scction 1917-A of the Adminisfrative Code

of 1929, Act of April 9, 1929,P.L. 177, as amended, Tl P.S. $ 510-17 (Administrative Code);

and the rules and regulations promulgated thereunder (Regulations).

B. PWSA is a municipal authority with a business address of Penn Liberty Plaza l,

1200 Penn Avenue, Pittsburgh, Pennsylvania 15222. PWSA is a "person" and a "supplier of

water," as those terms are defined in Section 3 of the Safe Drinking Water Act, 35 P.S. $ 721.3,

and Section i ofthe Regulations,25Pa. Code $ 109.1.

C. PWSA leases, operates, and is the permittee of a "public water system" and, more

specifically, a "community water system," as those terms are defined in Section 3 of the Safe

DrinkingWaterAct,35 P.S.$ 727.3, and Section I of theRegulations,25Pa. Code $ 109.1.

FR-IX,1
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PWSA's public watef system consists of water sources, storage facilities, treatment facilities and

a distribution system (System). PWSA provides drinking water through the System to

approximately 520,000 people in the Pittsburgh, Pennsylvania are4 including approximately

250,000 residential customers. PWSA operates the System pursuant to multiple public water

supply permits issued by the Department, and has been assigned Public Water System

Identification Number 5020038. The City of Pittsburgh owns the System and leases it to PWSA.

Failure to Treat as Permitted

D. Section 7(a) of the Safe Drinking Water Act, 35 P.S. $ 721.7(a), provides that it is

unlawful for any person to substantially modify a community water system without first having

received a written permit from the Department authorizing such modification. "Substantial

modification" includes changes which may affect the quality of water served to the public or

may be prejudicial to the public health and safety.

E. Section 109.1105(a) of the Regulations, 25Pa. Code $ 109.1105(a), provides that

a person may not substantially modiff corrosion confrol treatment facilities without having

obtained appropriate permit approvals from the Deparhnent authorizing such modification.

Section 109.501(b) of the Regulations, 25 Pa. Code $ 109.501(b), provides that a person may not

substantially modifu a permitted public water system without first obtaining an amended

construction permit from the Department pursuant to Section 109.503(b).

F. On July 26,1995, the Deparfment approved PWSA's corrosion control feasibility

study, which identified the use of lime and soda ash as the optimal corrosion conffol ffeatment

for PWSA's System. PWSA's use of optimal corrosion conhol featment is required for

compliance with the Regulations under 25 Pa. Code Chapter 109, Subchapter K, Lead and

Copper, and was incolporated by reference in Public Water Supply Permit No. 465W001-Tl-Cl,
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as amended, which sets forth the applicable water quality parameters (WQPE to monitor the

effectiveness of PWSA's corrosion control treahnent.

G. In April of 2014, PWSA made substantial modification to its corrosion control

treatment facilities and to its public water system by subsfituting caustic soda for soda ash as the

primary chemical for corrosion contol without first obtaining an amended consffuction permit

fromtheDepartrnent, inviolationof Sections 109.501(b) and 109.1105(a) oftheRegulations,

25Pa. Code $$ 109.501(b) and 109.1105(a), and Section 7(a) of the Safe Drinking Water Act,

35 P.S. 5 721.7(a). PWSA has informed the Department that in early 2016, it reinstituted the use

of soda ash in the System.

H. On April 25,2016, after leaming of PWSA's unauthorized substantial

modification to the corrosion control treatment facilities at its System, the Department issued an

Administrative Order to PWSA directing the Authority to undertake a number of actions to,

among other things: investigate lead levels within the System and evaluate impacts from

PWSA's change in corosion control chemicals; provide public notice to its consumers regarding

the change of corrosion control chemicals and measures to evaluate impacts; conduct a

feasibility study and develop recommendations for optimization of corrosion control treatment

for the System; and submit a final report of the study to the Department with all data and

PWSA's reconunendations for optimal corrosion conhol protection within the System.

I. PWSA submitted a corrosion control study plan and schedule on May 24,2016

pursuant to the Administrative Order. On June 24,2016, the Department provided PWSA with

its comments on the plan and conditionally approved the plan subject to PWSA's incorporation

of the modifications discussed in the Department's comment letter dated June 24, 2016. PWSA

subsequently submitted to the Department a revised version of the plan dated July 14,2016,
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which incorporated the Department's suggested modifications (Plan). Under the Plan, PWSA

was to complete its corrosion control treatment feasibility study by the end of June 2017 and,

submit the final report and recommendations to the Deparhnent by July 30, 2017. As of the date

of this Consent Order and Agreement, PWSA has not completed the corrosion conLrol treatment

feasibility study required under the Order to develop recommendations for optimal conosion

control within its System. Further, PWSA has not evaluated impacts to the System from its

change of corrosion control chemicals as required under the Order. PWSA's failwe to complete

these activities by June 30,2017 is in violation of the Department's Order, Section l3(a) of the

SafeDrinkingWaterAct,35 P.S. $ 721,13(a), and Sections 109.4 and 109,1102(b)(3) of the

Regulations,25 Pa. Code $$ 109.4 and 109.1102(bX3).

J. Section 703(a) of the Regulations, 25 Pa. Code $ 109.703(a), provides that public

water systan facilities approved by written pennit from the Department shall be operated in a

manner consistent with the terms and conditions of the pemrit to achieve the level of treatment

for which the facilities were designed,

K. From August26,20I6 until July 27,2017, PWSA failed to operate the heatment

facilities in accordance with Pennit No. 465W001-Tl-Cl, in violation of Section 109.703(a) of

the Regulations, by failing to maintain and utilize equipment necessary to feed dry lime for raw

water pH adjustment. The Department issued to the Authority Construction Permit No. 0216544

on April 18,2017 , for the installation of liquid lime (calcium hydroxide) as a replacement for the

dry lime used for pH control in the raw water. The Departrnent issued to the Authority

Operation Permit No. 0217533 on July 10,2017 to begin using the liquid lime feed system. On

July 27,2017, PWSA instituted liquid lime feed for the System.
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Lead Action Level Exceedances 2016

L. PWSA is required, pursuant to the regulations, to conduct regular and specific

lead and copper monitoring in order to evaluate the level of these substances in the public

drinking water and the effectiveness of the System's corrosion controls.

M. Section 109.1102(a) of the Regulations, 25 Pa. Code $ 109.1102(a), establishes an

action level for lead at 0,015 mg/L, and provides that the action level is exceeded when the

concentration in more than l0% ofthe tap water samples collected during the monitoring period

(known as the 90th percentile amount) is greater than the action level.

N. PWSA conducted lead and copper monitoring of its System between January 1,

2016 and June 30, 2016 andbetween July l, 2016 and December 31,2016. The results showed a

lead level of 0.022 mg/L and 0.018 mg/L, respectively, at the 90th percentile, which exceeded the

action level for lead. PWSA conducted lead and copper monitoring of its System between

January 1,2017 and June 30,2017 . The results showed a lead level of 0.015 m/L atthe 90th

percentile, which equaled but did not exceed the action level for lead.

O. Section 109,1107(d)(1) of theRegulations,25Pa. Code $ 109.1107(dxl),

requires a system such as PWSA that exceeds the lead action level when conducting lead and

copper tap monitoring to initiate lead service line replacement. The first year of lead service line

replacement begins on the first day following the end of the monitoring period in which the lead

action level was exceeded. For PWSA, this first year of required lead service line replacement

began on July l, 2016, and ended on June 30, 2017.

Failure to Conduct System Materials Evaluation

P. Sectionl09.ll07(a)(6)oftheRegulations,25Pa.Code$ 109.1107(a)(6),requires

that a water system that is required to initiate lead service line replacement submit to the
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Department within the first three months of the first year of lead service line replacement:

evidence that a materials evaluation of the system that meets the requirements of Section

109.1 103(g)(l) ofthe Regulations,25 Pa. Code $ 109.1 103(g)(l), has been conducted; a

schedule for replacing at least lYo of the lead service lines identified in the materials evaluation;

and the initial number of lead service lines in its distribution system and the portions owned by

the system based on a materials evaluation.

a. Section 109.1103(g)(l) of theRegulations,25Pa. Code $ 109.1103(gxl),

requires water suppliers to complete a materials evaluation that includes the review of,

(1) plumbing codes, permits and records in the files of the building
departments of each municipality served by the system which indicate the plumbing
materials that are installed within structures connected to the distribution system;

(2) inspections and records of the dishibution system that indicate the material
composition of the service connections that connect a structure to the distribution system;
and

(3) existing water quality information indicating locations that may be
particularly susceptible to high lead or copper concentrations.

R. As a result of its exceedance of the lead action level, PWSA was required, under

25Pa. Code $ 109,1107(a)(6), to complete a materials evaluation by September30,2017 to

determine the initial number of lead service lines in its sptem that would be subject to the 7o/o

lead service line replacement requirements of Section I 09. I I 07(dX2) of the Regulations, 25 Pa.

Code $ 109.1107(d)(2), and a schedule for replacing at least 7Y, of the identified lead service

lines. On September 30,20I6,PWSA submitted to the Department a "Lead Service Line

lnventory Estimate," stating to the Department that "PWSA does not cunently have an accurate

material inventory of the approximately 80,000 active service lines in their system." PWSA

requested that it be allowed to utilize its Lead Service Line lnventory Estimate to calculate the

initial number of lead service line replacements it is required to perform, and the Department
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approved this request for the first year of required line replacements only, which ended on June

30,2017,but found the Lead Service Line Inventory Estimate to be insufficient as a complete

materials evaluation. As of September 30, 2016, and since that date, PWSA has failed to submit

a materials evaluation of the System that meets the requirements of Section 109.1103(gXl) of

the Regulations, 25 Pa. Code $ 109.1103(gXl), and a lead service line replacement schedule, in

violation of Sections I 09. I 107(a)(6) and 109. I I 03 (g)( I ) of the Regulations, 25 Pa. Code

$$ 109.1 107(aX6) and 109. 1 103(gxl).

Failure to Replace Lead Semice Lines

S. Section 109.1107(d)(2) ofthe Regulations,25Pa.Code $ 109.1107(dX2),

requires water suppliers that exceed the lead action level to replace arurually at least 1Yo of the

initial number of lead service lines in place in their system at the beginning of the first year of

replacement. UnderSectionl09.ll0T(d)(4)oftheRegulations,25Pa.Code$109.1107(d)(4),a

water supplier is required to replace the system owned portion of the lead service line.

T. Within the "Lead Service Line Inventory Estimate" it submitted, PWSA estimated

that the System had 19,152 lead seruice lines and therefore PWSA would need to replace at least

1,341 lead seruice lines prior to June 30,2017.

U. On June 30,2017, PWSA reported to the Department that only 415 lead service

lines had been replaced of the required 1,341, in violation of Section 109.1 107(d)(2) of the

Regulations, 25 Pa. Code $ I 09. 1 107(dX2).

Fsilure to Meet Notice and Santpling Requirements

V. Section 109.1107(d)(4) of the Regulations,25Pa. Code $ 109.1107(dX4),

requires water suppliers conducting partial lead service line replacements to notifu the owner of

the other portion of the service line that the water supplier will replace the system-owned portion
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of the line, and to offer to replace the privately owned portion of the service line at the owner's

expense, unless prohibited by law. If the entire length of service line is not replaced at the same

time, the water supplier must: (i) provide notice to the residents of all buildings served by the

line at least 45 days prior to commencing partial line replacement with specific information

regarding partialreplacement and that the system will, at its own expense, collect a sample from

each partially-replaced lead service tine that is representative of the water in the service line for

analysis of lead content within 72 hours after completion of the partial replacement of the service

line; and (ii) collect the sample and report the results of the analysis to the owner and the

residents served by the line within 3 business days of receiving the results.

W. During the period of 2016-2017, PWSA performed non-emergency partial lead

service line replacements of the lines serving at least 60 residences without first providing the

residents of these structures at least 45 days advance notice of the Authority's intention to

perfonn a partial line replacement, in violation of Section 109.1107(d)(4) of the Regulations,

25Pa. Code $109.1107(dX4). For at least 149 residences, PWSA failed to collect a sample of

the water from the structures for analysis within 72 hours of partial replacement of the lead

service line, in violation of Section 109.1107(d)(4) of the Regulations, 25 Pa. Code

$10e.1107(dx4).

X, The violations described in Paragraphs G, I, K, R, U and W, above, constitute a

public nuisance under Section 12 of the Safe Drinking Water Act, 35 P.S. $ 721,12, and subject

PWSA to a claim for civil penalties under Section 13(g) of the Safe Drinking Water Act, 35 P.S.

$ 721.13(g).

Y. PWSA has informed the Department that, if and when PWSA meets the lead

action level during two consecutive 6-month monitoring periods under the Lead and Copper
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Rule Regulations, such that it no longer is required to conduct 7Yo anntallead service line

replacement, PWSA intends to continue to replace lead service lines in accordance with a water

main and service line replacement plan that PWSA will establish.

After full and complete negotiation of all matters set forth in this Consent Order and

Agreement and upon mutual exchange of covenants contained herein, the parties desiring to

avoid litigation and intending to be legally bound, it is hereby ORDERED by the Department

and AGREED to byPWSA as follows:

1. Authority. This Consent Order and Agreement is an Order of the Department

authorized and issued pursuant to Section 5 of the Safe Drinking Water Act, 35 P.S. $ 721.5; and

Section 1917-A of the Administrative Code, 71 P.S. $ 510-17.

2. Findines.

t. PWSA agrees that the findings in Paragraphs A through Y are true and

correct and, in any matter or proceeding involving PWSA and the Department, PWSA shall not

challenge the accuracy or validity of these findings.

b. 
' 

The parties do not authorize any other persons to use the findings in this

Consent Order and Agreement in any matter or proceeding.

3. Conective Action, PWSA shall undertake and complete the following tasks

pursuant to the following schedule:

a. For any struchrre for which PWSA completes a partial lead service line

replacement (in which the portion of the lead service line not owned by PWSA remains in

service for the structure), PWSA shall report this as a partial lead service line replacement as part

of the reporting required by 25 Pa. Code $ 109.1107(a)(6) and comply with the advance

notification and follow-up testing requirements set forth n25 Pa. Code $ 109.1107(d)(4xD-(iii)
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for every owner, resident and tenant of the structure. In addition, PWSA shall, for each owner,

resident and tenant of the sfucture:

i. provide (via door hanger notification) an additional advance

notification not more than five (5) days and not less than seventy-two (72) houn

prior to the initiation of work;

ii. upon initiation of partial lead service line replacement, provide (by

in-person delivery or by leaving at the front door of the residence) NSF-certified

lead removal filters and replacement carhidges for six (6) months of use;

iii. if initial follow-up testing of the water is not conducted because

the resident failed to collect the sample, provide (via door hanger notification) a

second notice for follow-up testing; and

iv. if initial follow-up testing of water from the line shows that the

lead level exceeds 0.015 mg/L, offer (via door hanger notification with self-

addressed postage pre-paid mailer) NSF-certified replacement cartridges for an

additional six (6) months of use and provide sample bottles for subsequent follow-

up lead testing every three (3) months after partial lead service line replacement

until: (a) the lead level in the water from the line is at or below 0.015 mg/L and

the water from the line is at or below the pre-replacement lead level, if available;

or (b) the resident has failed to retum samples on two consecutive sampling

opportunities.

v. ln the case of emergency water main and service line repairs or

replacements, PWSA may, under 25 Pa. Code $ 109.1107(d)(4)(i), provide a

shorter time period for notification to affected residents. kr the case of

10
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emergencies, PWSA shall provide affected residents with as much advance notice

as is possible prior to conducting a partial lead service line replacement. If no

advance notice is possible, PWSA shall provide concurrent notification to

affected residents at the time it performs the partial lead service line replacement.

PWSA shall submit documentation to the Department within ten (10) days of the

repair or replacement demonstrating the emergency circumstance, which

documentation shall also include the date, address and description of repairs or

replacements made. Provision of lead filters and cartridges and follow-up testing

must still be completed according to the other requirements of Paragraph 3.a.,

above.

b. i. On or before December 3I,2017, PWSA shall submit to the

Departrnent an interim report of the results of the corrosion control treafinent

feasibility study required within the Plan submitted and approved under Paragraph

4.a. of the Administrative Order. PWSA shall submit a final report in accordance

with 25 Pa. Code $$ 109.1102(bX2Xii)(A) and 109.1 102(b)(3) on or before

March 31, 2018. This paragraph supersedes the requirement for PWSA to submit

the results and final report of its corrosion control feasibility study by July 30,

2017 as discussed in Paragraph I, above, and required under Paragraph 4.a. ofthe

Administrative Order. AII other requirements in Paragraphs 4.a. and 4.b. of the

Administrative Order remain in full force and effect. [n the event the Department

notifies PWSA of any deficiencies in the study, PWSA shall fully address all such

deficiencies within the time period requested by the Department until the study is

deemed acceptable by the Department's written notice to PWSA.

ll
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ii, Within 90 days of the Department's written approval of PWSA's

feasibiliry study, PWSA shall submit to the Department a complete and

technically sufficient application for an amended construction permit to construct

the optimal corrosion control treatment identified by PWSA's corrosion conhol

study. PWSA shall fully address any deficiencies raised by thc Department

within the time frame requested.

iii. Within 180 days of the date the Department issues an amended

construction permit to PWSA to modify the corrosion control treatrnent facilities

for the System, PWSA shall complete construction of the modifications in

accordance with the amended construction permit and submit to ttre Department a

certification of construction to request an amended operation permit. PWSA shall

begin operation of the modified corrosion control treatment facilities immediately

upon issuance of an amended operation permit by the Deparfment,

iv. Upon commencing operation of the modified corrosion control

treatrnent facilities, PWSA shall conduct two consecutive 6-month periods of

follow-up lead and copper tap monitoring at a minimum of one hundred (100)

Tier I sites. During this time, PWSA also shall conduct monitoring of the

applicable corrosion control treatment water quality parameter performance

requirements (WQP) every 2 weeks at each entry point within the System and

monthly at 25 locations within the distribution system.

v. Within 30 days of the cnd of the second period of follow-up tap

monitoring required under Paragraph 3.b.iv., above, PWSA shall submit to the

Department a request for designation of optimal conosion conhol treatment

t2
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WQP. PWSA shall fully address any deficiencies raised by the Department

within the time frame requested,

vi. Following the Department's designation of optimal corrosion

control treatment WQP for PWSA's System, PWSA shall continue to conduct

WQP monitoring every 2 weeks at each entry point and monthly at 25 locations

within the distribution system for a period of one year.

c. i. On or before December 31,2017, PWSA shall provide the

Department with a Data Summary (in a spreadsheet or spreadsheets) from its GIS

system utilizing all inspections and records currently in the possession of or

accessible to PWSA, which includes scarured historical records (for City-owned

service lines), curb box inspections completed through that date, and field studies

completed tbrough that date.

ii. On or before March 31, 2018, PWSA shall provide the Department

with: (a) an updated materials evaluation containing all of the lead service line

information from the Data Summary, as well as any additional lead service line

information collected and processed subsequent to the Data Summary; and (b) a

lead service line replacement schedule in conforrnance with the requirements of

this Consent Order and Agreement,

iii. On or before December 31,2020, PWSA shall provide a

supplemental materials evaluation to the Department for all residential structures

(single family and multifamily) connected to the system for which PWSA has not

been able to confrm the absence of lead service lines, based on the sources of

information listed in 25Pa. Code $ 109.11O3(g)(l)(ii) and (iii), the results of

l3



PWSA's inspection of service lines (including curb box inspections, if technically

feasible, and other field studies, if technically feasible), or both. PWSA shall also

identify the ownership of all portions of each line.

iv. On or before December 31,2022, PWSA shall provide a

supplemental materials evaluation to the Department for all structures connected

to the system, based on the sources of information listed in 25 Pa. Code

$ 109.1103(g)(l)(ii) and (iii) and any updated information PWSA has developed

from other sources.

v. ln the event the Department notifies PWSA of any deficiencies in

any of the Data Summary or materials evaluation submissions by PWSA under

this paragraph, PWSA shall fully address all deficiencies within the time period

requested by the Department until the Data Summary or materials evaluation is

deemed acceptable by the Department,

d. On or before June 30, 201 8, PWSA shall have, since July | , 20L6,

replaced at least 1,341 lead service lines in place within the System. If PWSA determines that it

has the legal authority and available funding to replace the privately owned portion of lead

service lines when it replaces the City-owned portions, PWSA may submit a revised schedule for

full line replacements, which the Department will consider in its sole discretion. PWSA waives

any right that it may have to challenge the Department's decision in this regard.

e. Lead service line replacements:

i. Unless PWSA has met the 90th percentile lead action level during

two consecutive rounds of 6-month monitoring by June 30, 2018, PWSA shall, on

or before December 3 I , 201 8, replace at least an additional7Yo of the lead service

T4
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lines in place within the System, based upon the updated materials evaluation that

PWSA is required to submit to the Departmentby March 31, 2018 and that has

been accepted as compliant by the Department pursuant to Paragraph 3.c.

ii. Thereafter, unless and until PWSA has met the 90h percentile lead

action level during two consecutive rounds of 6-month monitoring by June 30 of

each calendar year, PWSA shall, on or before June 30th of the following calendar

year, have replaced at least an additionalTY' of the lead service lines within the

System, based upon the most recently updated materials evaluation that has been

accepted as compliant by the Department pusuant to Paragraph 3.c. To calculate

theTYo amount, PWSA shall add the total number of lead service lines identified

in the updated materials evaluation and the total number of lead service lines

replaced by PWSA since July 1,2016, and then calculate 7o/o of fiat combined

total.

iii. If PWSA does meet the 90th percentile lead action level during two

consecutive rounds of 6-month monitoring, but thereafter exceeds the 90th

percentile lead action level, PWSA shall comply with all applicable requirements

of the Regulations.

f. Every three (3) months, beginning on the date three (3) months after the

date of this Consent Order and Agreement, PWSA shall provide to the Departrnent a written

report, detailing: the progress and status of PWSA's implementation of the Plan submified

pursuant to Paragraph 4.a. of the Administrative Order; repeat public notice and public education

tasks; consumer tap notices; 72-hour partial line replacement sample results; and PWSA's

compliance with the requirements of this Consent Order and Agreernent, including but not

l5
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limited to any locations where PWSA has not complied with the provisions of Paragraph 3.a.,

above. Upon request by the Department, PWSA shall provide, within the time frame requested

by the Depaftment, information regarding lead service line replacement activities, including

notification to residents; the results of the follow-up lead testing referenced in Paragraph 3.a.iv.,

above; outreach efforts to obtain follow-up samples; and the status of PWSA's provision of NSF-

certified lead removal filters. The requirement for monthly progress reports set forth in

Paragraph 4.a. of the Administrative Order is superseded by the reporting requirements contained

herein. All other requirements in Paragraphs 4.a. and 4.b. of the Administrative Order remain in

full force and effect.

g. PWSA shall provide repeat Tier 2 public notice to its customers within

thirty (30) days following each six-month lead sampling event for which PWSA exceeds 0.015

mg/L of lead. This notice is in addition to the public education program required under Section

I 09. I I 04 of the Regulations, 25 Pa,. Code $ 109. t 104. The notice shall include the 90th

percentile value of the monitoring results, and any updates to the measures PWSA is undertaking

under its approved Plan under Paragraph 4.a. of the Administrative Order, including PWSA's

progrcss in conducting its investigation, determining the effect of changes to treatment methods,

and developing recommendations for optimization of corrosion conhol within the System.

h. PWSA shall use adequately and appropriately qualified staff or

consultants to perfonn the conective actions required under this Consent Order and Agreement.

4. Civil Penalty Settlement.

a. Within thirty (30) days of execution of this Consent Order and Agreement,

and subject to the provisions of Paragraphs 4.b. and 4.c., below, PWSA shall pay a civil penalty

in the amount of TWO MILLION FOUR HUNDRED THOUSAND DOLLARS ($2,400,000)

16
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for the violations set forth in Paragraphs G, I, K, R, U and W, for the dates set forth above and no

others. The payment shall be made by corporate check or the like made payable to the

"Commonwealth of Pennsylvania- Safe Drinking Water Fund" and sent to Renee Diehl,

Operations Sections Chief, Department of Environmental Protection, 400 Waterfront Drive,

Pittsburgh, P A 15222-47 45.

b. Community Environmental Project. Up to ONE MILLION EIGHT

HUNDRED THOUSAND DOLLARS ($1,800,000) of the civil penalty assessed in this Consent

Order and Agreement may be paid by PWSA by perfonning a Community Environmental

Project acceptable to the Department as described below. If the Department does not approve

PWSA's proposed Communiry Environmental Project within ninety (90) days of execution of

this Consent Order and Agreement, then PWSA shall pay the unpaid portion of the civil penalty

amount pursuant to Paragraph 4.a., above, within one hundred twenty (120) days of execution of

this Consent Order and Agreement.

c. Within sixty (60) days of execution of this Consent Order and Agreement,

PWSA may submit a detailed proposal for a Community Environmental Project that will result in

the distribution, through a suitable third party administrator, of grant money or low-interest loan

money to low income homeowners in the PWSA seruice system to assist these homeowners in

their replacement of privately owned lead service lines on theirproperty. No funds utilized

under the Community Environmental Project shall be expended for administrative or oversight

costs, nor used to fulfill any activity required of PWSA under law. Any funds that have not been

utilized to fulfill the purpose of the approved Community Environmental Project within three (3)

years from the execution of this Consent Order and Agreement shall be paid to the Deparfment
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as civil penalties pumuant to Paragraph 4.a., within sixty (60) days of termination of that time

period,

d. PWSA shall not deduct any costs incurred in connection with or in any

way associated with the Community Environmental Project described in Paragraph 4 for any tax

purpose or otherwise obtain favorable tax treatrnent for those costs. If requested to do so by the

Departmant, PWSA shall submit an affidavit of the offrcial responsible for the financial affairs of

PWSA certifying that PWSA has not deducted or otherwise obtained favorable tax treatment of

any of the costs of the Community Environmental Project.

e. PWSA agrees that whenever it publicizes, in any way, the Community

Environmental Project, it will state that the Project was undertaken as part of the settlement of an

enforcement action with the Department.

f. PWSA shall submit to the Department an affidavit of the official

responsible for overseeing the Project every ninety (90) days, beginning upon the approval by

the Department of PWSA's proposed Community Environmental Project. The affidavit shall

describe the dates and amounts of all funds allocated and dishibuted pursuant to the approved

Project, including but not limited to the locations and funding amounts per location of funds

used. P.WSA shall provide the Department with any other documentation and information

requested by the Department.

5. StioulatedCivi.lPenalties.

a. ln the event PWSA fails to comply in a timely maruler with the provisions

of Paragraph 3 of this Consent Order and Agreement, PWSA shall be in violation of this Consent

Order and Agreement and, in addition to other applicable remedies, shall pay a civil penalty in

the amount determined under the following schedule:
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i. For any violation of Paragraph 3.a., $500 per violation per

residence;

ii. For any violation of Paragraphs 3.b. or 3.c., $250 per day for each

violation:

iii. For any violation of Paragraphs 3.d. or 3.e., $200 per month for

each line not replaced;

iv. For any violation of Paragraph 3.f., the Department reserves the

right to determine and assess appropriate civil penalties based on the

circumstances of the violation and the factors enumerated in Section l3(g) of the

Safe Drinking Water Act;

v. For any violation of Paragraph 3.g,, $250 per day for each

violation.

b. Stipulated civil penalty payments shall be payable monthly on or before

the fifteenth day of each succeeding month, and shall be forwarded as described in Paragraph 4

(Civil Penalf Settlement), above.

c. Any payment under this paragraph shall neither waive PWSA's duty to

meet its obligations under this Consent Order and Agreement nor preclude the Department from

commencing an action to compel PWSA's compliance with the temrs and conditions of this

Consent Order and Agreemant. The payrment resolves only PWSA's liability for civil penalties

arising from the violation of this Consent Order and Agreement for which the payment is made.

d. Stipulated civil penalties shall be due automatically and without notice.

6. Remedies for Failure to Complete Community Environmental Project. In the

event that PWSA fails to complete its obligations under the approved Cornmunity Environmental
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Project referred to in Paragraph 4, PWSA shall pay an additional stipulated penalty in the amount

of $5,000. ln this event, or if PWSA's operation of the System tenninates or is ffansferred to

another entity during the tenn of the Community Environmental Project, PWSA shall within

fifteen (15) days of receipt of written notification from the Department, pay all funds ttrat have

not been utilized to fulfill the purpose of the approved Community Environmental Project to the

Deparfment as civil penalties pursuant to Paragraph 4.a.

7. AdditionalRemedies.

a. In the event PWSA fails to comply with any provision of this Consent

Order and Agreement, the Department may, in addition to the remedies prescribed herein, puniue

any remedy available for a violation of an order of the Department, including an action to

enforce this Consent Order and Agreement.

b. The remedies provided by this paragraph and Paragraph 5 (Stipulated

Civil Penaities) are cumulative and the exercise of one does not preclude the exercise of any

other. The failure of the Department to pursue any remedy shall not be deemed to be a waiver of

that remedy. The payment of a stipulated civil penalty, however, shall preclude any further

assessment of civil penalties for the violation for which the stipulated penalty is paid.

8. Reservation of Rishts. The Departrnent reserves the right to require additional

measures to achieve compliance with applicable law. PWSA reserves the right to challenge any

action which the Department may take to require those measures.

9. Liabilitv of PWSA. PWSA shall be liable for any violations of the Consent Order

and Agreement, including those caused by, contributed to, or allowed by its officers, agents,

employees, or conhactors. Except as provided in Paragraph 10.c., PWSA also shall be liable for
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any violation of this Consent Order and Agreement caused by, contributed to, or allowed by its

successors and assigns.

10, Transfer of Site.

a. The duties and obligations under this Consent Order and Agreement shall

not be modified, diminished, terminated or otherwise altered by the transfer of any legal or

equitable interest in the water system of any part thereof.

b. If PWSA intends to transfer any legal or equitable interest in the Water

System which is affected by this Consent Order and Agreement, PWSA shall serve a copy of this

Consent Order and Agreement upon the prospective transferee of the legal and equitable interest

at least thirty (30) days prior to the contemplated transfer and shall simultaneously inform the

Southwest Regional Office of the Department of such intent.

c. The Departrnent in its sole discretion may agree to modify or terminate

PWSA's duties and obligations under this Consent Order and Agreement upon transfer of the

PWSA System or any part thereof. PWSA waives any right that it may have to challenge the

Department's decision in this regard.

I L Department Consent to Transfer. Assisnment or Termination of Lease. During

the term of this Consent Order and Agreement, PWSA shall not approve or consent to the

transfer, assignment or termination of its lease and operation of the System unless the intended

new owner and/or operator of the water system first enters into a consent order and agreement

with the Department in which it obligates itself to timely complete all of PWSA's obligations that

are required under this Consent Order and Agreement.
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12. Correspondence with Department. All correspondcnce with the Department

concerning this Consent Order and Agreement shall be addressed to:

Renee Diehl, Operations Section Chief
Department of Environmental Protection
Southwest Regional Office
400 Waterfront Drive
Pittsburgh, Perursylvani a L 5222-47 45
Telephone: 412.442.4210 FacsimiTe: 412.442.4242

13- Conespondence with PWSA. All correqpondence with PWSA concerning this

Consent Order and Agreement shall be addressed to:

Robert Weimar, Interim Exebutive Director
Pittsburgh Water and Sewer Authority
Penn Liberty Plaza I
1200 Penn Avenue
Pittsburgtr, PA 15222
Telephone: 412-255-2579

PWSA shall notify the Deparfment whenever there is a change in the contact person's name,

title, or address, Service of any notice or any legal process for any purpose under this Consent

Order and Agreement, including its enforcement, may be made by mailing a copy by first class

mail to the above address.

14. Force Majeure.

a. ln the event that PWSA is prevented from complying in a timely mamer

with any time limit imposed in this Consent Order and Agreement solely because of a strike, fire,

flood, act of God, or other circumstance beyond the Authority's control and which PWSA, by the

exercise of all reasonable diligence, is unable to prevent, then PWSA may petition the

Department for an extension of time. An increase in the cost of performing the obligations set

forth in this Consent Order and Agreemcnt shall not constitute circumstances beyond PWSA's
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control. PWSA's economic inability to comply with any of the obligations of this Consent Order

and Agreement shall not be grounds for any extension of time.

b, PWSA shall only be entitled to the benefits of this paragraph if PWSA

notifies the Department within five (5) working days by telephone and within ten (10) working

days in writing of the date it becomes aware or reasonably should have become aware of the

event impeding performance. The written submission shall include all necessary documentation,

as well as a notarized affidavit from an authorized individual specifying the reasons for the

delay, the expected duration of the delay, and the efforts which have been made and are being

made by PWSA to mitigate the effects of the event and to minimize the length of the delay. The

initial written submission may be supplemented within ten (10) working days of its submission.

PWSA's failure to comply with the requirements of this paragraph specifically and in a timely

fashion shall render this paragraph null and of no effect as to the particular incident involved.

c. The Department will decide whether to grant all or part of the extension

requested on the basis of all documentation submitted by PWSA and other information available

to the Department. In any subsequent litigation, PWSA shall have the burden ofproving that the

Department's refusal to grant the requested extension was an abuse of discretion based upon the

information then available to it.

15. Severabilitv. The paragraphs of this Consent Order and Agreement shall be

severable and should any part hereofbe declared invalid or unenforceable, the remainder shall

continue in full force and effect between the parties.

16. Entire Agreement. This Consent Order and Agreement shall constitute the entire

integrated agreement of the parties. No prior or contemporaneous communications or prior
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drafts shall be relevant or admissible for purposes of determining the meaning or extent of any

provisions herein in any litigation or any other proceeding.

17. AttornelFees. The parties shall bear their respective attorney fees, expenses and

other costs in the prosecution or defense of this matter or any related matters, arising prior to

execution of this Consent Order and Agreement.

18. Modifications. No changes, additions, modifications, or amendments of this

Consent Order and Agreement shall be effective unless they are set out in writing and signed by

the parties hereto.

19. Titles. A title used at the beginning of any paragraph of this Consent Order and

Agreement may be used to aid in the construction of that paragraph, but shall not be treated as

controlling.

20. Decisions Under Consent Orde(. Any decision which the Department makes

under the provisions of this Consent Order and Agreement, including a notice that stipulated

civil penalties are due, is intended to be neither a final action under 25 Pa, Code $ 1021.2, nor an

adjudication under 2 Pa. C.S. $ 101. Any objection which PWSA may have to the decision will

be preserved until the Department enforces this Consent Order and Agreement.

21. DisputeResolution.

a. PWSA may initiate dispute resolution under this paragraph, in response to

any decision required of the Department under Paragraphs 3.a., 3.b., or 3.c.

b. To initiate dispute resolution, PWSA shall provide written notice to the

Department within ten (10) days of the decision in dispute. PWSA shall have an additional ten

days to provide the Department with a written list of objections to the decision in dispute, the

,l
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relevant facts, analysis and opinions and other supporting data ("Statement of Position"). The

Deparhnent shall have twenty (20) days to provide its Statement of Position.

c, Within the twenty (20) day period following receipt of the Department's

Statement of Position, the Safe Drinking Water Program Manager and PWSA's representative

shall confer in an attempt to resolve the dispute. In the event the parties are unable to resolve the

dispute within this period, the Statements of Position shall be provided to the Department's

Southwest Regional Director to issue a final decision resolving the dispute.

d. During the pendency of the dispute resolution procedures set forth in

subparagraphs b. and c., any obligation to be performed under this Consent Order and

Agreement which is the subject of such dispute and any associated activities whose performance

is directly dependent upon the resolution of the dispute shall be postponed for a period of time

not to exceed the actual time taken to resolve the dispute pursuant to subparagraphs b. and c. or

as otherwise agreed by the parties. All other obligations and activities shall be completed in

accordance with the terms of this Consent Order and Agreement.

e. Any time period for dispute resolution set forth herein may be extended by

written agreement of the parties.

22. Temrination, The obligations of this Consent Order and Agrecment shall

tenninate when the Department determines in writing that PWSA has complied with the

requirements of Paragaphs 3.a. - 3.d., 3.e.i., 3.e.ii., 4, 5, and 6, and has met the lead action level

during two consecutive 6-month monitoring periods.

23. Resolution. Attached hereto as Appendix A is a resolution of the Board of PWSA

authorizing its signatories below to enter into this Consent Order and Agreement on its behalf.
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IN WTINESS WHEREOF, the parties hereto have caused this Consent Order and

Agreement to be executed by their duly authorized representatives. The undersigned

representatives of PWSA certify under penalty of law, as provided by l8 Pa. C.S. $ 4904,that

they are authorized to execute this Consent Order and Agteement on behalf of PWSA; that

PWSA consents to the entry of this Consent Order and Agreement as a final ORDER of the

Department; and that PWSA hereby knowingly waives its right to appeal this Consent Order and

Agreement and to challenge its content or validity, which rights may be available under Section

4 of the Environmental Hearing Board Act, Act of July 13, 1988, P.L. 530, 35 P.S. $ 7514; the

Administrative Agency Law,2 Pa. C.S. $ 103(a) and Chapters 54. and 7A; or any other

provisions of law. Signature by PWSA's attorney certifies only that the agreement has been

signed after consulting with counsel.

FOR PITTSBURGH WATER AND
SEWER AUTHORITY:

Interim Executive Director
Pittsburgh Water and Sewer Authority

Attorney for Pittsburgh Water
and Sewer Authority

FOR THE COMMONWEALTH OF
PENNSYLVANIA, DEPARTMENT OF
ENVIRONMENTAL PROTECTION:

6L{,.L-t^
Alan Eichler
Environmental Program Manager
Bureau of Safe Drinking Water

Gail Guenther
Assistant Counsel
Southwest Office of Chief Counsel
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RESOLUTION NO. 222 OF 2OI7

THE PITTSBURGH WATER AND SEWER AUTHORITY
Allegheny County, Pennsylvania

The undersigned, an authorized representative of The Pittsburgh Water and

Sewer Authority, hereby certifies that at a meeting held on the 17th day of

November, 2017 , after due notice, at which a quorum was present, the "Authority

Board" unanimously adopted the following Resolution:

RESOLVED, that The Pittsburgh Water and Sewer Authority (the

"Governing Body") shall be, and the same hereby is authorized to
execute and enter into the Consent Order and Agreement with the
Pennsylvania Department of Environmental Protection.
Appropriate officers of the Governing Body are hereby authorized
to execute all certifications and documentation required in
connection with the Amendment.

I hereby certify that the above Resolution is in full force and effect as of the

lTth day of November,2017.

Chair, PWSA Board

2r6508354
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COMMON\\EALTH OF PEN}[S\LV^{\IAI-
DEP,{RTMENT OF ENYIRONI\IENTAL PROTECTION

City,of Pinsbr:rgb
3 0 I Ci5'-Counry- Br-rilding
414 Grant Street

Pittsburgh Pennsylvani a 1 521 9

And

Pinsburgh Water and Sewer Authority
Penn Liberty Plaza 1

1200 Penn Avenue
Pittsburgh, PA 15222

Violations of'the Safe Drinking
\\tater Acl and the Rules and
Regulations Promulgated
Pursuant Thereto

ADMINISTRATIVE ORDER

NOW, this 25th day of October 2017, the Commonw'ealth of Pennsylvania- Departrnent of

Environmental Protection ("Deparlment''), issues this Administrative Order after it has founci and

determined the foll ovrine:

FINDINGS

A. The Department is the agency with the duty and authority to administer and

enforce the Pennsylvania Safe Drinlcing Water Act. Act of lt,lay I , 1984, P.L. 206. as amended,

35 P.S. S$ 721 .1-721.17 ("Safe Drinking Water Act"); Section 1917-A of the Administrative

Codeof 1929,Act ofApril 9,1929,P.L.l77,asamended,7l P.S. $ 510-17("Administrative

Code"); and the nrles and regulations promulgated thereunder ("Regulations").

B. The City of Pittsburgh ("City") is a municipality with a business address of 301

City-County Building, 414 Grarfi Street, Pittsburgh Pennsylvanial5219. The City is a "person"

as that term is defined in Section 3 of the Safe Drinking Water Act, 35 P.S. $ 721.3, and Section

I 09. I of the Regulations ,25 Pa. Code $ 109.1 ; a "supplier of water" as that term is defined in
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Section 3 of the Safe Drinking Water Act, 35 P,S, $ 72i.3; and a "public water supplier" as that

term is defined in Section I 09. 1 of the Regulations , 25 Pa. Code $ 1 09, 1 .

C. Pittsburgh Sewer and Water Authority ('PWSA") is a municipal aulhority with a

business address of Penn Liberty Plaza 1, 1200 Penn Avenue. Pittsburgh Pennsylvani a 15222,

PWSA is a "person" as that term is defined in Section 3 of the Safe Drinking Waier Act, 35 P,S,

$ 721,3, and Section 109,1 of the Regulations,25Pa. Code $ 109.1;a"supplier of water" as that

term is defined in Section 3 of the Safe Drinking Water Act, 35 P.S. $ 721.3; and a "public water

supplier" as that term is defined in Section I 09. I of the Regulations ,25 Pa. Code $ 1 09. I .

D. PWSA leases, operates, and is the permittee of a "public water system" and, more

specifically, a "community water system," as those terms are defined in Section 3 of the Safe

DrinkingWaterAct,35 P.S.$ 72L3, and Section 109.1of theRegulations,25Pa, Code $ 109.1,

PWSA's public water systenr consists of water sources, storage facitties, treatment facilities, and

a distribution system ("System"). PWSA provides drinking water through the System to

approximately 520,000 people in the Pittsburgh, Pennsylvania area, including approximately

250,000 residential customers, PWSA operates the System pursuant to multiple public lvater

supply permits issued by the Department, and has been assigned Public Water System

Identification Number 5020038. The City owns the System and leases it to PWSA.

E. Section 109.4(3) of the Regulations, 25 Pa. Code $ 109.4(3), requires that public

water suppliers shall provide and effectively operate and maintain public water system facilities.

F. Section 109,4(4) of the Regulations, 25 Pa. Code $ 109.4(4), requires that public

water suppliers shall take whatever investigative or conective action is necessary to assure that

safe and potable water is continuously supplied to the users of the public water system.



FR.D(.1

G, Section 109,202(c)(l)(ii) of the Regulations,25Pa. Code $ 109,202(c)(1)(ii),

requires that the combined total effect of disinfection processes utilized in a filnation plant sha.il

aclrieve at ieast 900/o inzctlvation of Gardia cysts and 99.9% inactivation of viruses. as

determined by CTs and measurem.nt -.tf,oa, established by the Environmental Protection

Agency ("EPA").

H. On January 31,7017, the Department issued a Field Order requiring PWSA to

issue a Boil Water Advisory to all customers served by the Highland Membrane Filtration Plant.

The Department had discovered that the combined total effect of disinfection processes utilized

at the Highland Membrane Filtration Plant failed to achieve at least 90% inactivation of Giardia

cysts and 999% inactivation of viruses, as determined by CTs and measurement methods

established by the EPA, inviolation of 25Pa. Code $ 109"202(c)(1)(ii) and 25 Pa, Code

$ 1 09.4(3). In response to the January 3 I , 201 7 Field Order, PWSA took the Highland

Membrane Filtration Plant out of service.

I. As of the date of this Adminishative Order, PWSA's Highland Membrane

Filtration Plant remains out-of-service, and PWSA has not submined a complete and technically

sufficient permit application to modiff the Highland Membrane Filtration Plant, in order to

achieve at least 90% inaotivation of Giardia cysts and99.9% inactivation of viruses, as

determined by CTs and measurement methods established by the EPA as required by 25 Pa.

Code $ 109.4(4).

J. On August 28,2017, the Department issued a Field Order requiring PWSA to

issue a Boil Water Advisory for all customers serued by the Lanpher Reservoir after learning that

the integrity of the Lanpher Reservoir floating cover system had been compromised, allowing

potential pathways of contamination into the finished water. PWSA failed to effectively operate
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and maintain the Lanpher Resen,oir floating cover system in violation of 25 Pa. Code $ 109.4(3),

and failed to take the investigative or corrective actioDs necessary to assure that safe and potable

water was conturuously suppiied to the users of the System, in violation of 25 Pa, Code

$ 109.4(4), As a result of the August 28,2017 Field Order, PWSA took the Lanpher Reservoir

otrt of sen ice,

K, PWSA, as operator, and the City, as owner, have failed to effectively operate and

rnaintain the public water system facilities of the System, in violation of 25 Pa. Code $ 109.4(3),

and have failed to take the investigative or conective actions necessiry to assure that safe and

potable water is continuously supplied to the users of the System, in violation of 25 Pa. Code

$ 10e.4(4),

ORDER

NOW therefore, pursuant to its authority under Sections 5 and 12 of the Safe Drinking

Water Act, 35 P,S, $$ 721.5 and721.12, and Section l9I7-A of the Administrative Code, 71 P,S,

$ 510-17, the Department hereby Orders that:

PWSA and the City shall ensure that the System has the necessary treatment, resiliency,

and teliability to maintain adequate quality, quantity, and pressure to assure that safe and potable

water is continuously supplied to the users, PWSA shall undertake and complete the following

tasks by the deadlines set forth below in order to resume operation of the Highland I Resen'oir,

restore the Lanpher Reservoir to sen'ice, address reliability deficiencies at the Bruecken Pump

Station, and establish a schedule for other capital improvements to the System:

t, Hiehland I Reserroir and Membrane Filtration PlaE!, PWSA shall perform

the actions necessary to resume operation and use of the Highland I Reservoir by one of the

methods listed in subparagraph a. or b., below:
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^. By complcting the activities set forth in subparagraphs i, through viii.,

below, P\\ISA shall reinstate operation of the l{ighland Membrane Filtration Plant to provide a

continuous supply of safe and potable water to the users, for such time as may be necessary' un*jl

PWSA has provided an alternative means to do so:

i, On or before November 30, 2017, submit a complete and
technically suffrcient application to amend Perrnit No, 0298509 to provide the
following:

(a) Replacement of in-line membrane strainers;

(b) Replacement of membrane filtration modules;

(") Addition of an ultraviolet (W) disinfection unit capable of
inactivation of bottr Giardia and viruses with W heatment, in
conjunction with the existing chlorination system, that complies
with the US EPA Ultraviolet Disinfection Guidance Manual and is
validated via an EPA approved 3td party; and

(d) Identification of all modifications to the plant
recommended to PWSA by the manufacturer of the membrane
filters, Pall Corporation.

ii. Within 60 days of the date the Department issues an arnended
construction permit, replace all in-line membrane filtration strainers according to
m anufacturer standards.

iii. Within 60 days of the date the Department issues an amended
construction permit, replace a minimum of 4 membrane racks,

iv. Within 60 days of the date the Department issues an amended
construction permit, submit a schedule to replace the remaining membrane racks.

v. On or before November 30,2017, provide to the Department
documentation that the Kinney strainers are functioning according to
manufactrner standards.

vi, Within 90 days of the date the Department issues an amended
consfruction permig install the UV disinfection unit as approved,

vii. Notiff the Department at least 48 hours prior to start-up of the
Highland Membrane Filtration Plant and request a pre-operational site visit by the

Department to verify that PWSA has:
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(a) Completed the modifications recommended by Pall
Corporation;

(b) Retained the services of adequalely'hained and properly
certihed operators to operate the membrane and LfV facilities; and

(c) Complied with all conditions of the amended construction
permit issued by the Department.

viii. Following start-up of the Highland Membrane Filtration Piant,
PWSA shall submit to the Department each day by 9 a.m, allinformation
contained in the Monthly Daily Integrity Pressure Decay Testing Report form and
shall continue to provide daily reports until direoted othenwise in writing by the

Department.

b. On or before November 30,2017, PWSA shall submit a complete

application for a minor permit amendrnent to cover the HighJand 1 reservoir,

Within 150 days of the date the Departrnent issues an amended construction

permit, cover the Highland I reservoir in accordance with the terms and

conditions of the permit, and provide adequate security with a physical banier.

2, Lanpher Reservoir. PWSA shall complete all actions necessary to restore the

Lanpher Reservoir to service in accordance with the following schedule:

a. On or before November 15,2017, PWSA shall complete repairs to the

cover of the Lanpher Reservoir East Cell and return the East Cell to service,

b. On or before November 30,2017, PWSA shall submit a complete permit

application for an amended construotion pemrit to replace the cover and liner on both cells of the

Lanpher Reservoir.

c. Within 150 days of the date the Departrnent issues an amended

construction permit, PWSA shall replace the West Cell cover and liner, and apply for an

operation permit for the West Cell. PWSA shall retum the West Cell to service immediately

upon issuance of an operation permit by the Department.
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d, Within 150 days of returning the West Cell to servioe, PWSA sliall replace

the East Cell cover and liner, and apply for an operation permit for the East Cell. PWSA shall

retum the East Cell to service immediately upon issuance of an operation perrnit by the

Department.

3. Bruecken Pumo Station, PWSA shall complete the actions necessary to ensure

reliability of the Bruecken Pump Station in accordance with the following schedule:

a. On or before November 30,2017, PWSA shall submit a complete 
'

application for an amended construction permit to install a backup variable speed punrp at the

Bruecken Pump Station.

b, Within 60 days of the date the Department issues an amended construction

pennit, PWSA shall obtain the backup pump and submit to the Department a standard operating

procedure (SOP) describing the circumstances and specific mechanism as to how it will be

brought into service if needed.

c. On or before December 3I,2017, PWSA shall provide emergency backup

power for the Bruecken Pump Station and shall submit to the Department the details of the

backup power system and a copy of the SOP that will be added to PWSA's Emergency Response

Plan for use of the backup power system.

4. Pressure Sensors. PWSA shall complete the actions necessary to assure that

water at adequate pressure is continuously supplied to the users in accordance with the following

schedule:

a. On or before November 30,2077, PWSA shall identify critical low

pressure points in each of the System's pressure zones and provide those locations to the
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Department for its approval, in the form of a System drawing identifying both the pressure zones

and the critical iow pressure points.

b, Within 30 days of the Department's approval of PWSA's submission,

PWSA shall install pressure sensors at each of these locations capable of reporting pressure data

to PWSA in real time. PWSA will maintain adequate records of pressure sensor data with data

points recorded no less frequently than once every 15 minutes. These readings shall be used by

PWSA to make any necessary System changes or repairs as soon as possible to asswe adequate

pressures are maintained.

c. PWSA must notify the Department within one hour if any of the following

occur:

i. If any pressure data indicates a ioss of positive pressure.

ii. If any two consecutive 1S-minute readings are below 20 PSL

5. Capital Improvement Proiects, On or before November 30,2017, PWSA sball

provide a detailed schedule for completion of the longer term projects set forth in PWSA's

"Capital Improvement Projects from the 2017 to202l Capitzl Improvement Program" presented

by PWSA to the Department on October 18,2017, attached as Exhibit A. The schedule shall

include dates for design, permitting, procurement, construction, start-up and final in-service date

for each individual project.

6. O.ualified Personnel. PWSA and the City shall ensure that adequately and

appropriately qualified staff and/or consultants are employed to perform the tasks required under

this Administrative Order.

7. Fundine. The City shall ensure that PWSA has funds available to complete all of

the tasks required under this Administrative Order.
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Any person aggrieved by this action may appeal, pursuant to Seotion 4 of tlre

i-ini,ironmental Heanng Board Act, 35 P,S, Section 7 514, and the Administrative Agency Law,

2 Pa, C.S, Chapter 5A, to the Environmental Hearjng Board, Second Floor, Rachel Carson State

Office Building,400 Market Street, P.O. Box 8457, Harrisburg, PA 171A5-8457,717-787-3483,

lDD users may contact the Board tbrough the Pennsylvania Re.lay Service, 800-654-5984.

Appeals must be filed with the Environmental Hearing Board within 30 days of receipt of \ Titten

notice of this action unless the appropriate statute provides a different time period, Copies of the

appeal form and the Board's Rules of Practice and Procedure may be obtained from the Board.

'lhe appeal forsr and the Board's Rules of Practice and Procedure are also available in Braille or

on audiotape from the Secretary to the Board at717-787-3483. This paragraph does not, in and

ofitself, create any right ofappeal beyond thatperrnittedby applicable statutes and decisional

Iaw.

IF' YOU WANT TO CHALLENGB THIS ACTION, YOLIR APPEAL MUST REACII

THE BOARD WITHIN 30 DAYS. YOU DO NOT NEED A LAWYER TO FILE AN APPEAL

WITH THE BOARD. IMPORTANT LEGAL RIGHTS ARE AT STAKE. HOWEVER* SO

YOU SHOULD SHOW THIS DOCUMENT TO A LAWYER AT ONCE. IF YOU CANNOT

AFFORD A LAWYER" YOU MAY QUALIFY FOR FREE PRO BONO REPRESENTATION.

CALL THE SECRETARY TO THE BOARD (717-787-3483) FOR MORE INFORMATION.

FOR THE COMMONWEALTH OF
PENNSYLV ANIA, DEPARTMENT OF
ENVIRONMENTAL PROTECTION :

(1,,

AIan J, Ei
Program Manager
Safe Drinking Water Program

{,ut*
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EXHIBIT A



DGIIBIT A 2OI7 -2OZI Ca pita I Projects
Defined Projectst

Aspinwall WTP Electrical & Backup Power lmprovements

Aspinwall WTP Pretreatrnent & Clarification lmprovements

Clearwell Emergency Response Project

Highland Reservoir Pump Station and Rising Main

Maryland Avenue Green I nfrastructure

Ft. Duquesne Bridge Water Main lmprovements

31ut Ward Sewer lmprovements

Highland MFP Critical Process lmprovements

Highland MFP Filtration Module Replacement

Highland MFP Transformer and UPS Replacement

Lawn and Ophelia Green Infrastructure

5 21,32o,ooo Mar-17

5 zg,zl t-,ooo Mar-t7

S zl ,Gzo,ooo Mar-17

S gt,ogo,ooo Mar-17

S o,+gs,ooo Mar-17

5 770,000 Mar-17

S tg,szo,oo Mar-17

s 985,000 Mar-I7

S 2,95o,ooo Apr-L7

S g0,oo0 Apr-r7

S g+s,ooo Aug-t7

* Note: Annual reoccurring projects NOT included (i.e.

lead, valve, hydrant, catch basin, relays, CIPP, etc.)
T

F

Quality of {-ife
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2OI7 -2OZI Ca pita I Projects
Defined Projects*

MFP FRP ChemicalTank lnspections & Repairs/Replacement

Smallman Street Infrastructure lmprovements

La npher Reservoir lmprovements

Corrosion Control Chemical Storage & Feed Systems

Aspinwall Pump Station lmprovements

2018 Small Water Main Replacement Project

2018 Sewers Under Structures

Maytide Storm and Sanitary Sewer System lmprovernents

Woods Run Stream Inflow - Mairdale Avenue

Wightman Park Green Infrastructure Project

Aspinwall Pump Station to Lanpher Reservoir Rising Main

Bruecken Pump Station lmprovements

Herron Hill Reservoir lmprovements

S t6s,ooo

5 tz,too,ooo

S te,glo,ooo

5 g,geo,ooo

5 zg,4oo,ooo

S to,s2o,ooo

S 6,58o,ooo

5 z,o6o,ooo

5 t,gzo,ooo

S 1,525,000

5 +8,og4,ooo

Szs,ogo,ooo

S +,ooo,ooo

Aug-17

Sept-1-7

Sept-17

Oct-17

Nov-17

Nov-17

Nov-17

Nov-17

Nov-L7

Nov-17

Feb-18

Feb-18

Fe b-18

* Note: Annual reoccurring projects NOT included (i.e. lead,

valve, hydrant, catch basin, relays, CIPB etc.) 'Tl
F
x
;-



.,'| rl4## 2OL7 -2A2L Ca pita I Projects
Defined Projects*

Chlorine Booster Station I mprovements

Panther Hollow/Four Mile Run Green Infrastructure

District Water and Pressure Meters

Garfield Tank I mprovements

Lincoln Tank I mprovements

Washout Disconnection Program

Heth's Run Green Infrastructure

S G,tz5,ooo

$ +o,5oo,oo

5 z,lgs.ooo

S g,gzo,ooo

$ 4,1o5,ooo

5 tz,lso,ooo

5 to,goo,ooo

Feb-18

Feb-18

Fe b- 18

Fe b- 18

Feb-18

Mar-18

Mar-18

* Note: Annual reoccurring projects NOT included (i.e. lead,
valve, hydrant, catch basin, relays, CIPP, etc.) T

F
x
;-
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DRINKING WATER WARNING

BOIL YOUR WATER BEFORE USING

HIERVAN EL AGUAANTES DE USARLA.
ESTE INFORME CONTIENE INFORMACION MUY IMPORTANTE SOBRE SU AGUA DE BEBER.

TRADUZCALO O HABLE CON ALGUIEN QUE LO ENTIENDA BIEN.

The Pittsburgh Water and Sewer Authority May Be At Increased Risk From Microbial Gontamination.

We routinely monitor the conditions in the distribution system. On December 17 , 2017 , PWSA experienced a loss of
positive water pressure due to a 2O-inch transmission main break at Centre Avenue and South Negley Avenue at
approximately 7:00 am this morning, which caused low and no water pressure for localized customers in the central
and eastern areas of the City of Pittsburgh. The break was isolated and the majority of customers water returned to
service at approximately 10:30 am. A localized number of customers will remain without water service until the repair is
completed.

A loss of positive water pressure is a signal of the existence of conditions that could allow contamination to enter the
distribution system through back-flow by back-pressure or back-siphonage. As a result, there is an increased chance
that the water may contain disease-causing organisms.

What should I do?

Until further notice, customers who live in the impacted areas should take the following steps before
using tap water for drinking, making ice, brushing teeth, washing dishes, and food preparation:

l.Flush your water tap by running water for I minute or longer, then
2.Boil water for 1 minute, and let it cool before consumption.

Flushing water brings in fresh water from the main and boiling fresh water kills any bacteria and other
organisms that can enterthe water.

lnadequately treated water may contain disease-causrng organisms. Ihese organisms include bacteria, viruses, and
parasftes, which can cause symptoms such as nausea, cramps, diarrhea, and associated headaches.

These symptoms, however, are not caused only by organisms in drinking water, but also by other factors. lf you
experience any of these symptoms and they persist, you may want to seek medical advice.

People with severely compromised immune systems, infants, and some elderly may be at increased risk. These
people should seek advice about drinking water from their health care providers. General guidelines on ways to lessen
the risk of infection by microbes are available from EPA's Safe Drinking Water Hotline at 1 (800) 426-4791.

What happened? What is being done?

The main break was isolated, and pressure was restored at approximately 10:30 am today and conducting
testing to confirm adequate disinfectant levels and verify that the water is safe to consume.

For more information, please contact: PWSA Customer Service/Dispatch at 412-255-2423

Please share this information with all the other people who drink this water, especially those who may
not have received this notice directly (for example, people in apartments, nursing homes, schools, and
busrnesses,). You can do this by posting this notice in a public place or distributing copies by hand or
mail.

This notice is being sent to you by The Pittsburgh Water and Sewer Authority

PWS lD#: 5020038 Date distributed: December 18. 2017



IMPORTANT INFORMATION ABOUT LEAD IN YOUR DRINKING WATER

ESTE INFORME CONTIENE INFORMACION IMPORTANTE ACERCA DE SU AGUA POTABLE.
HAGA QUE ALGUIEN LO TRADUZCA PARA USTED, O HABLE CON ALGUIEN QUE LO ENTIENDA.

The Pittsburgh Water and Sewer Authority (PWSA) has found elevated levels of lead in tap water samples
in some homes (see reverse for detailed summary of sample results). Elevated levels of lead can cause
serious health problems. Please read this information closely to see what you can do to reduce lead
in your drinking water.

A lead level of 21 parts per billion (ppb) was reported at the 90th percentile for compliance samples collected
during the monitoring period of July 1, 20'17 to December 31,2017. This lead value is greaterthan the
action level of 15 ppb.

What does this mean?

Under the authority of the Safe Drinking Water Act, the U. S. Environmental Protection Agency (EPA) set
the action level for lead in drinking water at 15 ppb. This means utilities must ensure that water from the
customer's tap does not exceed this level in at least 90 percent of the homes sampled (represents the
90th percentile value). An action level exceedance is not a violation but triggers other requirements that
include water quality parameter monitoring, corrosion control treatment, source water monitoring, public
education, and lead service line replacement.

Lead is rarely found in the source of a public water supply. Rather, it enters tap water through the
corrosion of a home's service line or plumbing materials.

What happened? What was done?

Due to elevated levels of lead in water detected in some homes, PWSA is required by the Pennsylvania
Department of Environmental Protection (DEP) to conduct lead and copper compliance sampling every
six months. Samples are taken from homes that have lead service lines or lead in their internal plumbing.
For the second half of 2017, PWSA received 118 samples trom 114 homes. Four of the 114 sites were
sampled twice because those participants submifted multiple samples during the six-month monitoring
period. All 118 samples were included in PWSA's 90th percentile calculation. The 90th percentile lead level
for these homes is 21 ppb, which exceeds the EPA 15 ppb action level. Results of the samples are
summarized on the reverse side of this notice. The next round of compliance samples will be completed
by June 30, 2018, as required by the Lead and Copper Rule.

PWSA has already started water quality parameter monitoring, source water monitoring, public education,
and lead service line replacement and is evaluating the effectiveness of corrosion control treatment and
will continue these measures. PWSA will also continue to cooperate with DEP and the Allegheny County
Health Department.

What are the health effects of lead?

EPA provides for the following notice in 40 C.F.R. $ 141.85:

Health effects of lead. Lead can cause serious health problems if too much enters your body from drinking
water or other sources. lt can cause damage to the brain and kidneys, and can interfere with the production
of red blood cells that carry oxygen to all parts of your body. The greatest risk of lead exposure is to infants,
young children, and pregnant women. Scientists have linked the effects of lead on the brain with lowered
lQ in children. Adults with kidney problems and high blood pressure can be affected by low levels of lead
more than healthy adults. Lead is stored in the bones, and it can be released later in life. During pregnancy,
the child receives lead from the mother's bones, which may affect brain development.

Additional sources of information on health effects of lead, including the Centers for Disease Control and
Prevention, are listed below.

What should ldo?
. lf you have specific health concerns, consult your health care provider,

o Steps you can take to reduce exposure to lead in drinking water:
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your cold tap for one minute before cooking or drinking. Homes with longer lead water
service lines may require flushing for a longer period of time.

from the hot water tap. Do not use water from the hot water tap to make baby formula.

developed a NSF Water Fact Kit for consumers that includes specific information about lead
in drinking water at: www.nsf.org.

. lf you would like your tap water tested for lead, please contact the PWSA at 412-255-2423 or
e-mail at servicelines@pgh2o.com.

r ldentify if your plumbing fixtures contain lead. There are lead check swabs that can detect
lead on plumbing surfaces such as solder and pipes. These swabs can be purchased at plumbing
and home improvement stores. Consider having lead-containing pipes and fixtures replaced, or
use the precautions listed above.

o Gontact PWSA if you believe your home has a lead service line.

For more information, please visit www.pgh2o.com/lead-facts or contact the PWSA at412-255-2423.

Please share this information with all the other people who drink this water, especially those who may not
have received this notice directly (for example, people in apartments, nursing homes, schools, and
busrnesses). You can do this by posting this notice in a public place or distributing copies by hand or mail.

This notice is being sent to you by The Pittsburgh Water and Sewer Authority.

PWS lD#:5020038

For more information:

Visit www.pgh2o.com/lead-facts or call us at 412-255-2423 to find out additional information on lead.

For more information on reducing lead exposure around your home and the health effects of lead:
o EPA's website at: www.epa.gov/lead,
. DEP's website at: www.dep.pa.gov/Citizens/My-Water/PublicDrinkingWater/Pages/Lead-in-

Drinking-Water.aspx
r Centers for Disease Control's website at: www.cdc.gov/nceh/lead/tips/water. htm,
. Allegheny County Health Department's website at www.achd.neUlead,
. Call the National Lead Information Center at 800-424-LEAD, or
r Contact your health care provider.

Sample results:

Results for the compliance sampling, analyzed by an independent, accredited laboratory and submitted to
DEP, are as follows:

. 38 are non-detect for lead

. 23 are between 2.'l and 4.9 ppb (parts per billion)

. 27 are between 5 and 9.9 ppb

. 12 are between 10 and 14 ppb

. 4 are between 15 and 19 ppb
r 11 are between 20 and 49 ppb
. 3 are higher than 50 ppb

In addition to the compliance sampling, PWSA has also been conducting analyses of tap samples
requested by customers. These samples are not limited to homes that have, or are expected to have,
lead service lines or plumbing.

Date distributed : 1 1261201 8
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IMPORTANT INFORMATION ABOUT LEAD IN YOUR DRINKING WATER

ESTE INFORME CONTIENE INFORMACION IMPORTANTE ACERCA DE SU AGUA POTABLE.
HAGA QUE ALGUIEN LO TRADUZCA PARA USTED, O HABLE CON ALGUIEN QUE LO ENTIENDA.

The Pittsburgh Water and Sewer Authority (PWSA) has found elevated levels of lead in tap water
samples in some homes (see reverse for detailed summary of sample results). Elevated levels of lead
can cause serious health problems. Please read this information closely to see what you can do to
reduce lead in your drinking water.

A lead level of 18 parts per billion (ppb) was reported at the 90th percentile for compliance samples
collected during December, 2016. This lead value is greater than the action level of 15 ppb.

What does this mean?

Under the authority of the Safe Drinking Water Act, the U. S. Environmental Protection Agency (EPA) set
the action levelfor lead in drinking water at 15 ppb. This means utilities must ensure that water from the
custome/s tap does not exceed this level in at least 90 percent of the homes sampled (represents the
90th percentile value). An action level exceedance is not a violation but triggers other requirements that
include water quality parameter monitoring, conosion control treatment, source water monitoring, public
education, and lead service line replacement.

Lead is rarely found in the source of a public water supply. Rather, it enters tap water through the
corrosion of a home's service line or plumbing materials.

What happened? What was done?

Under an Administrative Order dated April 25,2016, issued by the Pennsylvania Department of
Environmental Protection (DEP), PWSA was required to conduct two rounds of compliance samples for
lead and copper. The first round was completed by June 30, 2016 and the second completed by
December 31, 2016. For the second round, PWSA received samples from 149 homes that have lead
service lines or plumbing (Tier 1 sites). Ten of the 149 sites were sampled twice because the initial results
were not consistent with historical sampling data for those specific locations. All 159 samples were
included in PWSA's 90h percentile calculation. The 90h percentile lead level for these homes is 18 ppb,
which exceeds the EPA 15 ppb action level. Results of the samples are summarized on the reverse side
of this notice. A third round of compliance samples will be completed by June 30,2017, as required by
the Lead and Copper Rule.

PWSA has already started water quality parameter monitoring, source water monitoring, public education,
and lead service line replacement and is evaluating the effectiveness of corrosion control treatment and
will continue these measures. PWSA will also continue to cooperate with DEP and the Allegheny County
Health Department.

What are the health effects of lead?

EPA provides for the following notice in 40 C.F.R. $ 141.85:

Health effects of lead. Lead can cause serious health problems if too much enters your body from
drinking water or other sources. lt can cause damage to the brain and kidneys, and can interfere with the
production of red blood cells that carry orygen to all parts of your body. The greatest risk of lead
exposure is to infants, young children, and pregnant women. Scientists have linked the effects of lead on
the brain with lowered lQ in children. Adults with kidney problems and high blood pressure can be
affected by low levels of lead more than healthy adults. Lead is stored in the bones, and it can be
released later in life. During pregnancy, the child receives lead from the mother's bones, which may affect
brain development.

Additional sources of information on health effects of lead, including the Centers for Disease Control and
Prevention, are listed below.

What should I do?

. lf you have specific health concerns, consult your health care provider.
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. Steps you can take to reduce exposure to lead in drinking water:

your cold tap for one minute before cooking or drinking. Homes with longer lead water
service lines may require flushing for a longer period of time.

from the hot water tap. Do not use water from the hot water tap to make baby formula.

developed a NSF Water Fact Kit for consumers that includes specific information about lead
in drinking water at: www.nsf.org.

. lf you would like your tap water tested for lead, please contact the PWSA at 412-255-2423 or
e-mail at servicelines@pgh2o.com.

o ldentify if your plumbing fixtures contain lead. There are lead check swabs that can detect
lead on plumbing surfaces such as solder and pipes. These sirrabs can be purchased at plumbing
and home improvement stores. Consider having lead-containing pipes and fixtures replaced, or
use the precautions listed above.

r Contact PWSA if you believe your home has a lead service line.

For more information, please visit www.pgh2o.com/lead-facts or contact the PWSA at412-255-2423.

Please share this information with all the other people who drink this water, especially those who may not
have received this notice directly (for example, people in apartments, nursing homes, schools, and
busrnesses). You can do this by posting this notice in a public place or distributing copies by hand or mail.

This notice is being sent to you by The Pittsburgh Water and Sewer Authority.

PWS lD#:5020038

For more information:

Visit www.pgh2o.com/lead-facts or call us at 412-255-2423 to find out additional information on lead.

For more information on reducing lead exposure around your home and the health effects of lead:
o EPA's website at: www.epa.gov/lead,
r DEP's website at: www.dep.pa.gov/Citizens/My-Water/PublicDrinkingWater/Pages/Lead-in-

Drinking-Water.aspx
. Centers for Disease Control's website at: www.cdc.gov/nceh/lead/tipdwater.htm,
. Allegheny County Health Department's website at www.achd.neUlead,
. Callthe National Lead Information Center at800-424-LEAD, or
. Contact your health care provider.

Sample results:

Results for the compliance sampling, analyzed by an independent, accredited laboratory and submifted to
DEP, are as follows:

. 51 are non-detect for lead

. 25 are between 2.1 and 4.7 ppb (parts per billion)

. 28 are between 5 and 9.8 ppb

. 25 are between 10 and 14 ppb

. 16 are between 15 and 19 ppb

. 12 are between 20 and 46 ppb

. 2 are between 50 and 160 ppb (The sample that detected a 160 ppb level was taken from a sink
that had not been used for several years.)

In addition to the compliance sampling, PWSA has also been conducting analyses of tap samples
requested by customers. These samples are not limited to homes that have, or are expected to have,
lead service lines or plumbing.

Date distri buted : 21 6120'1 7 -2-



We are pleased to present The Pittsburgh Water & Sewer Authority's (PWSA)2017
Annual Drinking Water Quality Report.
Our constont gool is to provide you with o high quolity, dependoble, ond
omple supply of drinking woter. We wont you to undeEtond the efforts
we moke to continuolly improve the woter treotment process ond to
protect our woter resources. We ore committed to ensuring the quolity
of your woter lf you hove ony questions obout the reporl, pleose contoct
the PWSA Woter Treotment Plont ot 412.782.7552.

We want customers lo be nformed about their water The Water Ouality
Report and additional information are avarlable on PWSAS websrte pgh2o

com Additional copres mdy be obtained by ca Ling PWSA Customer Service

at 412 255 2423 lt you wanl lo learn more, piease attend any of our regularly
scheduled meetings on the fourth Friday ofevery month at'1200 Penn Avenue,

Pittsburgh, PA,15222 N4ore information can be found at pgh2o com/board

Info 4pgh2o com
r 4122552423
F 4122552475

PWSA provides water and sewer service lo more than 3O0,O0O customers
throughout the City of Pittsburgh and surrounding areas PWSA is the largest
combined water and sewer aulhority in Pennsylvania producing an average of
70 million gallons of water dai y In additron, PWSA provides bulk water sales
lo Reserue Townshrp, Fox Chapel Borough, and Asp nwa Borough, along with
being interconnected to several other regional water systems for emergency
purposes The PWSA dnnkrng waler system contains approxrmately 965 miles
of water lrnes f ve reservorrs dnd 11 tanks with a storage capactty o1 455 mtllton
gallons of water The PWSA sewer system contarns over 1,200 miles of sewer
lines and four booster pumprng stalrons

PGH6O l;i::{3:""'
Penn Lrberty Plaza

1200 Penn Avenue
Prttsburgh PA 15222

www pgh2o com

t atrqh2o



Where Does Your Water Come from
and How is it Treated?
PWSA draws its water from the Allegheny River. We do not use ground or well
water. Approxtmately 70 million gallons oi water are treated each day at our

drinking water treatment plant. The plant is capable of producing over 100

mrllion gallons of water per day The treatment process takes three full days and

consists of three separate stages:

WATER TREATM ENT PROCESSPGH6O

srqe e r Clarification
River water passes through a

process called "clarafication," in

which silts and clays are removed
Thrs stage involves the addition of
treatment chemicals (coagulants)
which form clumped particles called
"floc,' vrhich are then physically
removed by gravity sedimentation

sraee z Filtration
The clarified water next passes slowly
through anthracite and sand filters in

order to remove the fine particles and
mlcrooTgantsms

sracE 3: Disinfection
The filtered water is treated with
chlorine to ensure remova of any
harmful microorganisms Dunng this
process, several additional chemicals
are added to complete lreatment
These include sodium carbonate to
adjust the pH of the water and
fluoride to prevent cavities

i-*it1
rl

Secondary Treatment of Reservoir
Water
In addition to our primary water treatment plant located near Aspinwall,
PWSA operates a secondary treatment plant known ds the Microfiltration Plant

In Highland Park

All of the water stored in the open-air Highland Reservoir #1 rs originally
treated in our primary plant Then, before the Highland Reservoir #1 water is

distributed to the public, it is retreated in our secondary plant This membrane
frltratron olant utilizes state-of-the-art mrcrofiltration and chlonnatron to remove
any impurities thal may have entered the water during storage in the reseruoir
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Stormwater
Stormwdter pollutron affects water quality PWSA draws water from the
Allegheny River Anything that enters a storm sewer is ultimdtely released,

untreated, into the rivers and streams In addition to the Allegheny River being

used as the source of our drinking water, it is also used for swimming, boating,
and fishing

The PWSA system is made up of sanitary, dedicated stormwater, and combined
sewers All new development is required to have separate storm sewers As an

older crty, only about 25 percent of the system has separate storm sewers

Residents can help prevent stormwater pollution by doing the following:

Dispose of trash properly Use fertilizer sparingly

Don t Iitter You can help reduce cost During rarn events, fertilizer runs down
and keep our rivers clean by properly the street and may enter the storm
disposing of waste sewers and eventually end up in the

river Don't fertilize before a rain storm

Consider where
you wasn your car. Stop oil leaks immediately

lf you're washing your car in the Leaking oil runs down the street and
driveway, all the soap is running into may enter the storm sewers and
the street and may enter the storm eventually end up rn the river
sewers Check for oil leaks regu arly
and eventually end up in the river and dispose of oil properly

Properly dispose of pet waste.

lf pet waste is not properly disposed
of durrng rain events, the bacteria rnay
enter the storm sewers and eventuallv
end up in the riveL

Who Monitors and Ensures the
Quality of Water?
PWSA continuously monitors your drinklng water in accordance with Federal and
State regulations

On pages 6 and 7, Table #2 shows our monitoring results at the Aspinwall Water
Treatment Plant for the period of January 1,2011 lo December 31. 2017. On
page 8, Table #3 shows our monitoring results at the Highland Park Membrane
Filtration Plant during the same period While we conducted more than 100,000
analyses for approxrmately'100 different chemical and microbial constituents
last yea( we only found detectable levels of the contaminants listed in the water
quality tables lt should be noted that none of the test results exceeded federal or
state maximum contaminant levels (MCLs)

Source Water Protection
PWSA's source water protection plan is approved by the Pennsylvania
Department of Envrronnrental Protection (PADEP)- This repod identifies the most
likely sources of pollution affecting the Allegheny River.

These include accidental release of contaminants from industrial processes;

cumulative impact of discharge from power plants; cumulative release of petroleum
products from pipeline ruptures; stormwater runoff from lands adjacent to the
river and Combined Sewer Overflows (CSOs) A summary of the Source Water

Assessment is available on the PADEP website at deo state oa us

PWSA realizes the importance of protecting our source water and is actively
involved with organizations that ard the Authority in accomplishing this goal PWSA

is a member of River Alert Information Network (RAIN), which is an early warning

spill detection monitoring network along the Allegheny, [/onongahela, and therr
tributaries For more information please visit their site at rainmatters org PWSA rs

also a member of the Ohio River Valley Water Sanitation Commission (ORSANCO)

and is enrolled in their organic detection program For more information please visit

their site at orsanco org.
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Should You Be Concerned About Lead?
lf present, elevated levels of lead can cause serious health problems, especially consumers that includes specific information about lead drinking water fihers

for pregnant women and young children Lead found in drinking water is at nsf.org Read the package to be sure the filter is approved to reduce lead or

primarily from materials and components associated with water service lines contact NSF International at 8OO NSF 8010 or nslorg
and plumbing inside private property

ldentify if your plumbing fixtures contain lead

There are lead check swabs that can detect lead on plumbing surfaces such
as solder and pipes. These swabs can be purchased at plumbing and home
rmprovement stores. Consider having lead-containing pipes and fixtures
replaced, or use the precautions listed above Contact PWSA if you decide to
replace your lead service line and for information about coordinating removal of
the PWSA-owned portion of the service line.

P'|rdety-orrmed
llther Servre
tiE

PltSA-owEd
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lf you are concerned about lead in your water, you may wish to have your water
tested Information on lead in drinking water, testing methods and steps you

can take to minimize exposure are now available from the Safe Drinking Water
Hotline or at epa,gov/safewater/lead

PWSA residential water customers who are interested ln testing their water may
request a test kit, free of charge, by calling PWSA at 412 255 2423, or online at
pgh2o com/leadform

Women for a Healthy Environment (WHE) is distributing water pitchers
and lilters that are certified to remove lead from tap water, and hosting
community workshops to discuss lead exposure. Priority for filters
is given to pregnant women and households with young children
WomenForAHealthyEnvironment.org

PWSA recently tested 114 pre-selected sites in its service area that have lead

service lines or plumbing (Tier 1 sites). EPA has established an action level

for lead of 15 parts per billion (ppb) This means that water provlders must

ensure that water from the customer's tap does not exceed this level in at

least 90 percent of the homes sampled The action level ls the concentration
of a contaminant which, if exceeded, triggers treatment or other requirements
that include water quality parameter monitoring, corrosion control treatment,
source water monitoring, public education, and lead service line replacement
An action level exceedance is not a violation. While a majority of those sites

sampled resulted in no detection of lead or amounts less than the action level,

127 percent ofthe sites exceeded the action level Another set of tests will be

completed by June 30, 20'18 PWSA is responsible for providing high quality

drinking wate( but cannot control the variety of materials used in plumbing

components in your home More information on lead in drinking watercan be

found at pgh2o com/lead-facts

Here are some steps you can take to reduce exposure to lead in

drinking water:

Run your water to flush out lead

lf you haven't used your water for several hours, run your cold tap for at least

one minute before cooking or drinking Homes with longer lead water service

lines may require flushing for a longer period of time

Use cold water for cooking and preparing baby formula

Do not cook with or drink water from the hot water tap. Do not use water from

the hot water tap to make baby formula. Lead dissolves more easily in hot water

Do not boil water to remove lead

Boiling water will not reduce lead

Look for alternative sources or treatment of water

The NSF Consumer Affairs Office has develooed a NSF Water Fact Kit for



What Does PWSA Test for?
In general, the sources of all drinking water (both tap water and bottled water)

include rivers, lakes, streams, ponds, reservoirs, springs, and wells. As water

travels over the surface of the land or through the ground, it dissolves naturally

occurring minerals and, in some cases, radioactive material, and can pick up

substances resulting from the presence of animals or from human activity

Contaminants that may be present in source or raw water include:

r Microbial contaminants such as viruses and bacteria, which may come from
sewage treatment plants, septic systems, agricultural livestock operations,
and wildlife

, Inorganic contaminants such as salts and metals, which can be naturally
occurring or resuh from urban stormwater runoff, industrial or domestic
wastewater discharges, oil and gas production, mining, or farming.

r Pesticides and herbicides which may come from a variety of sources, such
as agricuhure, urban stormwater runoff, and ]esidental uses.

r Organic chemical contaminants including synthetic and volatile organic
chemicals, which are by-products of industrial processes and petroleum
production, can come from gas stations, urban stormwater runoff, and
septic systems.

Radioactive contaminants which can be naturally-occurring or the result of
oil and gas production and mining activities.

In order to assure that tap water is safe to drink, the EPA and PADEP regulate

the amount of certain contaminants in water provided by public water systems.

The Food and Drug Administration (FDA) and PADEP regulations establish limits

for contaminants in bottled water. which must Drovide the same protection for
public health.

PWSA tests for contaminants that may be present in the source water prior to
treatment. Results of the tests enables PWSA to adjust the treatment process

in order to maximize the reduction and removal of contaminants Tests are also

conducted during the treatment process and on the linished water. Additional

samples for testing are collected on a regular basis from our storage facilities,

various points in the distribution network, and customers'taps.

Drinking water, including bottled water, may reasonably be expected to contain
at least small amounts of some contaminants. The presence of contaminants
does not necessarily indicate that water poses a health risk. More information
about contaminants and potential health effects can be obtained by calling the
EPA5 Safe Drinkino Water Hotline at 18OO 426.4791.

FR.l)cI

Long Term Surface Water Enhancement
Treatment Rule Round 2 (LT2)
Cryptosporidium is a microbial pathogen found in surface water throughout the
U.S. Although filtration removes Cryptosporidium. the most commonly-used
filtration methods cannot guarantee lOO percent removal. Our monitoring
indicates the presence of these organisms in our source water. Current test
methods do not allow us to determine if the organisms are dead or if they
are capable of causing disease. Ingestion of Cryptosporidium may cause
cryptosporidiosis, an abdominal infection. Symptoms of infection include
nausea, diarrhea and abdominal cramps. Most healthy individuals can

overcome the disease within a few weeks. However, immuno-compromised
people are at greater risk of developing life-threatening illness. We encourage
immuno-compromised individuals to consult their doctor regarding appropriate
precautions to take to avoid infection. Cryptosporidium must be ingested to
cause disease, and it may be spread through means other than drinking water.

Table 1: Test Results for Cryptosporidium in Allegheny River



FR-U.l

TABLE 2: Test Results for Regulated Contaminants at Aspinwall Treatment Plant

Turbidity (a) N
o.202
(b) 1007o

N/A N/A

TT=1 NTU for a single mea-
surement
TT = at least 95% of sample <

O3 NTU

Soil runoff

Total Coliform N 21 N/A N/A
For systems that collect > 40
samoles/ month
5% of samoles are oositive

Coliforms are bacteria that
are naturally present in the
environment and are used as
indicators that other, potentially
harmful bacteria mav be presenl

Total Chlorine Residual in

Distribution System (ppm)
N o97 o37 - .O97 (c) 4 (d) 4

Water additive used to control
mrcrobes

Free Chlorine Residual at Entry
Point to Distribution System
(ppm)

N 020 o20 -177 (c) 4 (d) 4
Water additive used to control
mrcrobes

E, coli N N/A n

Routine and repeat samples
are total coliform - positive
AND either is E. coli - positive
or system fails to take repeat
samples following E coli -
positive routine sample or
system fails to analyze total
coliform-positive repeat
sample for E coli

Coliforms are bacteria that
are naturally present in the
environment and are used
as an indicator that other
potentially-harmful bacteria may
be present, or that a potential
pathway exists through which
contamination may enter the
drinking water distribution
system We found coliforms
indicating the need to look for
ootential oroblems in water
treatment or distribution When
this occurs, we are required
to conduct assessment(s) to
identify problems and to correct
any problems that were found
during these assessments
Additional sampling determined
that the initial positive result was
due to a sampling error.



TABLE 2: Test Results for Regulated Contaminants at Aspinwall Treatment Plant

Total Trihalomethanes (ppb) N (e) 105 13 - 105 6U 80
Byproduct of drinking water
chlorlnation

Total Haloacetic Acids (ppb) N (e) 18 8 8-188 60 OU
Byproduct of drinking water
disinfection

Lead (ppb) (f) N 90'f Percentile = 15
11 sites above AL
(128 sites sampled)

tf, AL=15
Corrosion of household
plumbing systems;
erosion of natural deposits

Lead (ppb) (g) N got^ Percentile = 21
15 sites above AL
(118 sites sampled)

t5 AL=15
Corrosion of household
plumbing systems;
erosion of natural deposits

Copper (ppm) (f) N 9O'" Percentile=0073 No sates above 13 AL=13

Corrosion of household
plumbing systems: erosion of
natural deposits: leaching
from wood preservatives

Copper (ppm) (g) N 90'h Percentile = 012 No sites above 13 AL-13

Corrosion of household
plumbing systems; erosion of
natural deposits; leaching
from wood preservatives

Fluoride (ppm) N 078 tn ) 2

Erosion of natural deposits:
water additive which promotes
strong teeth; discharge
from fertilizer and aluminum
factories

Nikate (ppm) N ol4 o.47 - O74 10 10
Runoff from fertilizers; leachinq
from sewage; natural deposits

Barium (ppm) N 003 (h) )
Discharge of drilling wastes;
discharge from metal refineries;
erosion of natural deposits

Total Organic Carbon
(TOC) (% removal) (i)

N
No quarters out
of compliance

39 27" - 52.2"/" N/A TT = 35%
Naturally present in the
envrron ment



TABLE 3: Test Results for Regulated Contaminants at Highland Park Membrane Filtration Plant

Turb,d'ty (a)
. 0081

(b) l0O r'
N,A NA

'fT lNTUiorasnge
'I]e.rsJrenrert
TT ai reast 95'; o'sa ro e

.C3NTJ

Sorl runoff

Free Chlorrne Resrduai at
Entry Pornt to Dist but on
sysrein {ppml

N o21 lc)o2t 113 4 4
Water aCditrve used to contro
m cTooes

F uorroe (PP6l N
Plant offlrne clurrnc_i

mor to'rg oer od
2

Erosion of latura, deDosrts waler

Sitc arurnrn!m factor es

Nitrate (pprn)
Plant off line during
monltorlng period

Plant offline
ounng
.non tor ng
per oo

10 '10
Runoff from fertrlrzers, leaching
fronr sewaqe, naturd Ceposrls

Baflum iOD'n) N
Plart offlrre d!rnq
mon tor nq per oc

Plant ot'ilrre
CJr ng

mOnrIOi:ng
perlod

2 2

Disc r3.gg of cr L ng wastes:
d 5c: drge'rJn) []ptdl tefirte res

erosion of naturai clecr s
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Footnotes for Table 2: Asoinwall Treatment Plant

{a) Turbrdrty s a measure of the c oud ness of water We monrtor t because it s a (f) Datcr from June 20'17

good Indrcator of the effectrveness of our frltratton system 
(g) Data from December 2017

(b) Ai tdrbrdrtysampesmetthetu'brdty'Imrtof 03Nru 
(h) onryonesamprerequrreo

(c) N4RDLG 
(,) Adequate remova ol rec may oe necessary ro conrro Jnwdnted

(d) N4RDL format on of disrnfectron byproducts

(e) Data based on LocatlonaL Runnrng Annual Averages

Othef ViOlatiOnS: ln2OlTPWSArecervedldtereportrngvrolatronsforthetrstquarterAlkalrnrty,thrrclquarter Total OrganrcCarbon(TOC) and237.8TCDD(Droxrn)
The rnonrtoflng was conducted correctly, but the results were'eported l.rte to the DEP

Footnotes for Table 3: Highland Park Membrane Ftltratton Plant

(a) Turbrdrty s a measJre of the c oud ness of the water We ronrtor t becduse ,t (c) Lowest concentrat on of free ch oflne detected (Chor rne data fro.n -lanuary
ls a good rndrcator of the eifectrveness of our frltratron s/stenr 2017 onlyl

(b) A,1 turb drty Samp eS met the turbrc ty rrmrt of 0 3 NTU (Turb'O,ty datct frorn (d) M n mum a owable free chlor no rac d ra ar ontrv .o nt t^ r'i str but on System
January 2017 on y) 

(e) on y one sampre requ,red

Abbrevratrons & Defrnrtions
(ND) Non-Detect (MCLG) Maxrmum Contamrnant Level Goal
Laborafory analys s nd,cates that the contam nanl s not present at a The level of a contam nant In dnnk ng water below whrch there rs no known or

detectable level expected flsk to health tvlCLGs al ow for a marq n of safety

(ppm or mgll) Parts Per Mrllron or Mrllrgrams Per Lrter (MCL) Max mum Contam nant Leve
One part per f,t I on co.responds to one rn nute rn two years or a slngle penny The hrEnest evei of a ontam nant arlo'ded n dilnkrng water MLCs are set as crose [o
n S10 000 the l\4CLGs as feas b e, us ng the best dval able treatment techno ogy

I)pl) o' !r-j j p.rrts -L-r B llron or fV .rog .rfr5 ;cr i ter (i,4RDLG) Maxrmum Res dua Drsrnfectant Level Goa
Onepdrtperolroncorrespondsloonemrnute n2OOOyearsoiasngepenny Thereve ofdrrrkrngwaterdrsnfectantbeiowwhchthere snokrownorexpected
n$1O.O0O.OOO nsktohealth fi4RDLGsdonotrellectthebenefrtsoftheuseofdrsrnfectantsto

(NTU) Nephelometr c Turbrdrty Unit contro mrcTob dl contdmrnants

lvleasurement of the clarty of water Turb d ty n excess of 5 NTU becomes lust (MRDL) l'4ax mum Res dual D srnfectant Leve
barely not cecrbre to the average person The nrgnest level of a dislnfectant al owed In dflnk ng water There s convrncrng

(AL) Act on Level evrderce that addrt on of a d srnfectant rs necessaTy for control of rnrcrobrat

The concentrat on of.r contamrnant wh ch, ,l exceeclecl, tnggers treatment contam nants

or other requrrenrents whrch d water system must fol ow (N/A) Non Appllcab e

(TT) Treatment Technrque Does not app y

A iequrred pfocess ntended to reduce the evel of a contam nant n Leve 1 Assessment
dr nk rg water A Level 1 assessment s a study of the wate. system to rdeit,ry potent ai p.oblemi

and determrne (rr poss bie) why total co rform Sactera have Oeen founo rn cur uJater

system
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What Do the Results Mean?
We are prouC that your d. nk ng w.rter rneets c'eiceeds a Feclerar and State

requrren]e.rts We aave learned through ou moo torrng and testrng thal sorne

constrtuents have been detected ilul are be ow the recomnrended rnirtirnurn

coatdr -d-i eve fMCLI a^d t.e e'ore reet tre egu d'o'v eqJi'e-e-ts

Stay I nfo rm ed
Update your contact nform.rt on and stay ,nformed lt s mportanl that your

contact nform.rt on s Lrp to date so that we cail notify you about oianned
construction. wate. efrergenoes, extended waler outaqes, dnd Or ovrde

other safety iniorrnatron PWSA encourages a lcustomers to orov de uoCated

co-tacr 1'orrnctt o r Jy qo Ig 'o oJ weos te rt oqh2o ro- rac se ect rg UJo,)te

Cont.rct lnfo' or cy c<r rng PWSA Customer Servce al 412 255 2423

Th s informat on ensJres lhat we are d5 e lo 'nake d .ect contcrct n tne event ol
an energency



Pittsburgh Water and Sewer Authority's Base Rate Filing

IX. QUALTTY OF SERVICE

IX.2. Indicate whether the company is in compliance with 52 Pa. Code, $ 65.6(a)

regarding normal operating pressure standards, and with 52Pa. Code, $ 65.6(d) regarding
pressure surveys at regular intervals.

a. Provide details on any water pressure problems, lasting longer than 5 days,

which had occuned since the last rate proceeding in any part of the water
transmission and distribution system.

b. Describe any action taken on a temporary basis, and the long term solutions
developed to address any water pressure problems.

RESPONSE:

PWSA provides water service in compliance with 52Pa. Code, $ 65.6(a) over more than

95% of its service territory, during normal operating periods. The design of PWSA's system is

such that some areas (less than 5%) experience higher or lower pressures routinely, outside of
those provided in 52 Pa. Code, $ 65.6(a). During non-normal operating periods, such as when

there is a main break or a facility is out of service, PWSA may not be able to meet 52Pa. Code,

$ 65.6(a) in larger portions of the system. PWSA is developing a pressure and flow monitoring
program to address these issues. the details of the program will be included in the Compliance
Plan.

a. PWSA has recently installed pressure monitors throughout the system. Please see

attached map depicting the modeled low-pressure areas where these meters were

installed.

b. PWSA is currently working with DEP to review data from the pressure sensors in the

distribution system. From there they will develop a plan to address problems

individually.
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Pittsburgh Water and Sewer Authority's Base Rate Filing

IX. QUALITY OF SERVTCE

IX.3. Provide support to demonstrate that water or wastewater service is being furnished

on a continuous basis by supplying a summary of the company's records of each service

intemrption greater than 24 hours since the last rate proceeding.

RESPONSE:

PWSA did not previously record the time of restoration prior to April l, 201 8. Since then

all of this information has been compiled within an Access Database.



Pittsburgh Water and Sewer Authority's Base Rate Filing

rx. QUALTTY OF SERVTCE

IX.4. Provide a discussion of the company's policy, or provide a copy of the policy if in
written form, on tracking and responding to customer complaints.

a. Provide a summary report demonstrating the company's compliance with 52

Pa. Code, $ 65.3 regarding the full and prompt investigation of service or facility
complaints and the recordkeeping requirements of such complaints.

RESPONSE:

When a PWSA representative is notified that a customer is unsatisfied with their service

or with the information provided to them, the representative will request the customer's
authorization to initiate an Inquiry regarding the matter and will respond to that Inquiry within
three business days. The matter is then escalated to a PWSA Senior Representative who contacts

the customer and attempts to resolve the customer's Inquiry during that contact by providing
additional information or taking additional action. If the customer is still not satisfied, the Inquiry
becomes a Dispute. In the Dispute process, the customer's information is forwarded to the

PWSA Compliance group to investigate, using reasonable methods under the given

circumstances. Within thiny days, a member of the Compliance group will contact the customer
to review the full Dispute investigation, supporting documentation, and all information available
for the customer to make an informed judgement. At that time, the customer is offered a copy of
the Utility Report, which details the account history and investigation. The Utility Report also
provides the contact information for the Pennsylvania Public Utility Commission, should the

customer wish to appeal the matter further. If the customer indicates that they are satisfied with
PWSA's response, or the customer does not respond to the findings within fifteen days, the

matter is considered resolved.

a. Please see below for a table from April and May 2018 when PWSA came under PUC
jurisdiction. This summary is used for tracking compliance metrics. More robust
reporting and monitoring customer complaints regarding Pa. Code, S 65.3 will be

addressed in the PWSA Compliance Plan.



Pittsburgh Water and Sewer Authority's Base Rate Filing

rx. QUALITY OF SERVTCE

FR-IX.4(a)

Inquirv April Mav PUC Informal
Received 25 31 Received 77 6L

Closed 14 26 Closed 19 77

Outstanding 8 5 Responded 33 37

Escalated to Dispute 7 7 Outstanding 79 7

Escalated to PUC lnformal 0 0 Violations O 4

Escalated to PUC Formal 0 0 Escalated to PUC Formal 0 0

PWSA Dispute
Received

Closed

Outstanding

Escalated to PUC Informal

PUC Formal
88 55 Received

25 19

53 35

3

LL

Escalated to PUC Formal 0 0



Pittsburgh Water and Sewer Authority's Base Rate Filing

IX. QUALITY OF SERVICE

IX.5. Indicate whether the company is in compliance with 52 Pa. Code, $ 65.4(b)
regarding complete and current mapping of the entire distribution or collection system.

RESPONSE:

PWSA has a partial GIS of its distribution and collection systems, as well as historical
paper maps and plans of most facilities. PWSA has plans to develop a more complete GIS. Plans

for GIS enhancements will be included in the Compliance Plan submission.



Pittsburgh Water and Sewer Authority's Base Rate Filing

IX. QUALITY OF SERVICE

IX.6. Provide a summary report demonstrating the company's efforts in water
conservation, since the last rate proceeding, pursuantto 52 Pa. Code, $ 65.20.

RESPONSE:

Plans for conservation activities will be included in the Compliance Plan submission.



Pittsburgh Water and Sewer Authority's Base Rate Filing

IX. QUALTTY OF SERVICE

IX.7. Provide a discussion of the company's policy regarding meter requirements,
replacements and testing. State if the company's procedures are in compliance with 52 Pa. Code,

$ 6s.8(b).

a. Provide meter test records as required in 52 Pa. Code, $ 65.8(c) for the 50

meters most recently removed from service.

b. Provide a discussion of the company's policy and history of compliance with
52Pa. Code, $ 65.9 regarding adjustment of bills for meter error within the last

year.

RESPONSE:

In Section 509.6 of PWSA's prior tariff, currently The Pittsburgh Water and Sewer

Authority Rules and Regulations, PWSA does provide meter tests at a customer's request.

However, the Authority will only perform a meter test at no charge if the meter passes testing.
Also, the Authority does not track the age of meters, nor does it have a process in place to test

aged meters. Therefore, the Authority is not wholly in compliance with 52Pa. Code $ 65.8(b).

PWSA is developing a plan to comply with these provisions, which it will include in its
Compliance Plan filing. PWSA will require additional staff, budget and facilities to comply with
these provisions.

a. PWSA maintains records containing meter testing information. Meter test records

exclude, however, the reason for making the test and a record of the general results of
all meter tests.

b. With respect to 52 Pa. Code $ 65.9(a), PWSA's recent l2 months practice has been

to credit disputed usage for meters with test results in excess of 106%o accuracy. With
respect to 52Pa. Code $ 65.9(b), PWSA does not assess any charges outside of the

cost of the meter test for slow meters. With respect to 52 Pa. Code $ 65.9(c), PWSA
does not assess any charges for non-registering meters. Therefore, PWSA is not

compliant with 52 Pa. Code $ 65.9(a). PWSA is developing a plan for compliance
with 52 Pa. Code $ 65.9 and will include additional information for such in the

Compliance Plan.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.l. Provide a comparative balance sheet for the historic test year-end and the preceding
year-end.

RESPONSE:

Please see attached.



PITTSBURGH WATER AND SEWER AUTHORIW

STATEMENTS OF NET POSITION

(Dollars expressed in thousonds)

DECEMBER 3T,2077 AND 2016

20L7

Assets

20t6

Current assets:

Cash and cash equivalents

Accounts receivable, net:

Water:

Billed

Unbilled

Total water

Wastewater treatment:
Billed

Unbilled

Total wastewater treatment

Other receivables

Total accounts receivable, net

Prepaid expenses

Inventory

Total current assets

Noncurrent assets:

Restricted assets:

Cash and cash equivalents

lnvestments

Total restricted assets

Capital assets, not being depreciated

Capital assets, net of accumulated depreciation

Total noncurrent assets

Total Assets

Deferred Outflows of Resources

Deferred charge on refunding

Accumulated decrease in fair value of hedging derivatives

Ll,o75

9,335

6,760

2L,620

6,388

s,886

15,095 12,274

9,975

3,746

10,844

3,719

L3,727 14,563

1,o74 797

30,890

674

3,777

46,4L7

27,634

55

2,218

51,537

L8,264

Lt,6g4

29,948

11,900

L4,437

25,337

too,240
589,557

88,861

587,937

7L9,755 703,135

766,L72 754,672

71o,326

3,279

25,008

70,897

Total Deferred Outflows of Resources 113,505 95,905

(Continued)

The notes to financial statements are an integral part of this statement.



PITTSBURGH WATER AND SEWER AUTHORIW

STATEMENTS OF NET POSITION

(Dollors expressed in thousonds)

DECEMBER 31,2OT7 AND 2016
(Continued)

2077

Liabilities
20L6

Current liabilities:

Bonds and loans payable

Accrued payroll and related obligations

Accounts payable wastewater treatment
Accounts payable and other accrued expenses

Accrued interest payable from restricted assets

Total current liabilities

Noncurrent liabilities:

Unearned revenue

Accrued payroll and related obligations

Swap liability
Bonds and loans payable, net

Total noncurrent liabilities

Total Liabilities

Net Position

Net investment in capitalassets

Restricted

Unrestricted

Total Net Position

24,603

1,2r7
17,863

15,506

3,773

22,492

924
15,283

17,936

10,550

62,962 67,285

164

594

18,319

841,574

860,551

185

575

86,772

733,283

820,815

923,613 888,100

(29,509)

L3,240
(27,4671

(5,395)

9,999
(42,L271

(43,836) s (37,523)

(Concluded)

The notes to financial statements are an integral part of this statement.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.2. Provide a detail of other physical property, investments in affiliated companies and

other investments.

RESPONSE:

PWSA is currently not in compliance with 52 Pa. Code, S 65.16 System of Accounts.
PWSA is developing a plan to comply with these provisions which includes establishing
accounts that are in conformity with the most recent Uniform System of Accounts for Class A
Water Utilities, which it will include in its Compliance Plan filing.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.3. Provide the amounts and purpose of special cash accounts as of the historic test

year-end.

RESPONSE:

PWSA does not have any special cash accounts.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.4. Describe the nature and amounts of notes receivable, accounts receivable from
associated companies, and any other receivables, other than customers' accounts, greater than

I 5% of the total. Limit the explanation to variances greater than $ 10,000.

RESPONSE:

PWSA does not have any notes receivable or accounts receivable from associated

companies. Other receivables only account for 3.48Yo of total receivables balance with the rest

attributable to billed and unbilled water. wastewater. and wastewater treatment charees from
customers.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.5. Provide the amount of accumulated reserve for uncollectible accounts, method and

rate of accrual, amounts accrued and amounts written-offin each of the last 3 years.

RESPONSE:

PWSA maintains a reserve for uncollectible accounts. This reserve, based on an

analytical review of outstanding accounts and historical collection data, is recognized coincident
with recognition of revenue. 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 offbad
debts. The table below shows the amounts accrued over the last three years.

Per Books
t2t3u20t5

Per Books
t2t3t/2016

Per Books
t2t3U20t7

Water & Sewer Convevance $ 1s.059.382 s 14.767.746 $ 22.007.645
Sewer Treatment 7.203.859 7.857.308 I 1.853.005

Total s22.263.24r s22.625.054 $ 33.E60.650



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALAIICE SHEET

X.6. Provide a list of prepayments and give an explanation of special prepayments.

RESPONSE:

Please see the table below.

Prepaid Expense Amount Paid Cost Period
Auto Insurance s 88.260 Dec 2017 201 8

Workers Comp Insurance 248,718 Dec 2017 2018

Cogsdale Licensing 215,507 Dec 2017 201 8

Microsoft Licensing 88,032 Dec 2017 201 8

Sensus Annual Fee 33,750 Feb 2017 3 months of20l8
Total $ 674,268



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.7. Break down and explain in detail any significant items, greater than l1%o of the total,
in the current assets account listed on the balance sheet. Limit the explanation to variances
greaterthan $10,000.

RESPONSE:

Cash and Cash Equivalents 2017: $11,076,000

The Authority's cash and cash equivalents are considered to be cash on hand, demand

deposits, and all highly liquid investments, both restricted and unrestricted, with maturity of
three months or less at date of purchase.

Accounts Receivable: Water and Wastewater Treatment 2017: $30,890,000

Accounts receivables consist of monies owed to PWSA for services provided. Customers

are billed on a monthly billing cycle by the Authority based on actual or estimated meter

readings. The Authority recognizes unbilled accounts receivable for water service provided prior
to year-end that is billed during the following year. Accounts receivable, both billed and

unbilled, are divided by water (which includes wastewater conveyance) and wastewater

treatment. Accounts receivable are presented net of a reserve for uncollectible amounts



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.8. Explain in detail, including the amount and purpose, the deferred asset accounts that
cunently operate to affect or will at a later date affect the operating account supplying:

a. Origin of these accounts.

b. Probable chanses to this account in the near future.

c. Amortizat,on o-rrn.r. accounts cunently charged to operations or to be charged

in the near future.

RESPONSE:

PWSA maintains various swap agreements that represent defened outflows and/or
inflows. The follow excerpts have been extracted from PWSA's2017 Financial Statements and

Required Supplementary and Supplementary Information.

a. During fiscal year 2017,the Authority restructured three pay-fixed, receive-variable
interest rate swap contracts. The original interest rate swaps were effective June 12,

2008. Beginning December 28,2017, the Authority will make semi-annual interest
payments on the 1st of each March and September through September l, 2039 (two
swaps);and, September 1,2040 (for one swap), respectively. The Counterparties make

monthly interest payments on the lst of each calendar month, which begin February 2018
through September 1,2039 for two of the swaps; and, September 1, 2040 for one swap.

The intention of the 2017 swaps restructuring is to effectively change the Authority's
variable interest rate on the $216,720,000, Water and Sewer System First Lien Revenue

Refunding Bonds Series C of 2017 with notional amounts of $7 | ,225,000, $72,747,500,
and $7 2,7 47, 5 00 to fi xed rates of 3 .825 5o/o, 3 .7 7 |yo, and, 3 .7 83 5Yo, respective ly. The
bonds will accrue interest at a weekly rate that is determined by a remarketing agent on

each effective rate date. The interest rate on the bonds may not exceed l2%u Per the
interest rate swap agreements, the Authority will receive 70o/o of one-month LIBOR.

The interest payments on the interest rate swaps are calculated based on notional
amounts, all of which reduce beginning on September 2032, so that the notional amounts

approximate the principal outstanding on the respective bonds. The interest rate swaps

expire consistent with the final maturity of the respective bonds.

b. PWSA does not expect any changes to this account in the near future.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

c. During the years ended December 31,2017 and2016, the Authority paid $12,512,000
and $13,418,000, respectively, fixed and receivedS2,467,000 and $1,227,000,

respectively, variable related to their outstanding swap agreements.

Cunent period changes in fair value for the interest rate swaps that are accounted for
as hedges are recorded on the statements of net position as an adjustment to deferred

outflows. Additionally, current period changes in fair value for the interest rate swap

accounted for as an investment is recorded on the statements of revenues, expenses,

and changes in net position as a component of investment income.

Through the use of derivative instruments such as interest rate swaps, the Authority is
exposed to a variety of risks, including credit risk, interest rate risk, termination risk,

basis risk, and rollover risk. A detailed description, valuation, and amortization, and

associated risks can be found in PWSA's 2017 Audit report (FR VII.I 5).



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.9. Explain the nature of accounts payable to associated companies. Provide a

breakdown by category.

RESPONSE:

PWSA has no associated companies.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X.10. Provide breakdown and explanation of other defened credits as to their origin and
disposition policy, for example, amortization.

RESPONSE:

Deferred Charge on Refunding

In conjunction with the 2017 debt refunding, the Authority has recorded a deferred

charge on refunding, which is shown as a deferred outflow of resources on the statements of net
position.

Balance at
12l3l12016

Additions Amortization
Balance at
12l3ll20r7

$ 25,008,000 s 98,931,000 $ 13,613,000 s I10,326,000

Interest Rate Swaps

The aggregate change in fair value during the year for hedging derivatives is reported on

the statement of net position as a deferred outflow and swap borrowing and the investment
derivative is considered an ineffective hedging derivative, whereby the change in fair value will
be reported as a change in fair value of swap on the statement of revenues, expenses and changes

in net position. A detailed description, valuation, and amortization, and associated risks can be

found in PWSA's 2017 Audit report (FR VII.l5).



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X. I I . Provide an explanation and method of funding of any reserves, other than

depreciation and bad debt appearing on historic balance sheet.

RESPONSE:

Onerating Reserve Fund 201 TAudit: $12,654,000

PWSA is required by the 2017 Trust Indenture to maintain and fully fund an operating
reserve. Per the indenture, monies in the Operating Reserve Fund can be used by PWSA to pay

for the Current Expenses of the Authority. To the extent the Debt Service Fund is insufficient to
make the required interest in principals on Senior Debt, monies in the operating reserve fund can

be used. PWSA is required to maintain one sixth (l/6th) of the Cunent Expenses reflected in the

most recent annual audited financial statements of the Authority. PWSA funds this reserve using

cash generated from operations and has included a deposit in the FPFTY revenue requirement



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALAI\CE SHEET

X.12. Provide an analysis of unappropriated retained earnings for the historic test year

and 2 preceding years.

RESPONSE:

PWSA does not have unappropriated retained earnings. Any revenues collected in excess

of system costs are deposited into cash account for payment of future operating and non-

operating costs.



Pittsburgh Water and Sewer Authority's Base Rate Filing

X. BALANCE SHEET

X. I 3. Describe the purpose of any advances made by the company to its parent

corporation and describe all terms and conditions associated with such advances, including an

estimate of future advances or repayments that are expected to occur.

RESPONSE:

Not applicable.



Pittsburgh Water and Sewer Authority's Base Rate Filing

XI. OTHER DATA

XI.l. Provide the company's monthly balance sheets and income statements for each

month of the historic and future test vear.

RESPONSE:

Please see schedules attached.
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Pittsburgh Water and Sewer Authority's Base Rate Filing

XI. OTHER DATA

XI.2. Supply a copy of internal and independent audit reports of the historic test year and

prior calendar year, noting any exceptions and recommendations and disposition thereof.

RESPONSE:

Please refer to FR VII.l5 for the December 31.2017 and 2016 audited financial
statements.



Pittsburgh Water and Sewer Authority's Base Rate Filing

XI. OTHER DATA

XI.3. Provide all monthly or quarterly, or both, budget variance reports to management,

or the board of directors, or both, submitted during the past year. Please provide the most recent

detailed budget variance report which the company compiled, and update as additional reports

are issued.

RESPONSE:

Please see attached.



PWSA Rrvrnu.s rnd Exp.nsa3
Ap.il2017

(Modili.d C.3h B|3is)

Curnnt
Imth
Actral

Cumnt
Iqth
Budst

Pdor Ycr
Xonlh
Asbrl

2017
Cumnt
Y.T-D
AE1Url

Curuni
Y-T.D

Budqd

Prlor Yaar
Y-T.D
Actud

Opd.tng Rw6u6

WaEr & CmEyane Utlily Rry6u6
Alcan Utlity Rrenu6
DISC ceipts.
FG
Mrsc Oths

Total Opsatrng Rwtru6

Opd.trng Expens6

DEtnbuton
WaGr THfnent Plant
W.tcr Oualrty
S#CdvqEn@
DISC Di3buemcnt3
ErErnenng
AlcGn SmgeTratrunt
Geml Admrn

Told Opa.tng Expffi

Nct lrcmc{LN) Frm Operatons

Nd-opc€tng C6h Infl orc/Outflm

ADD Non-Trust InlcEt Incme

LESS ht SeMce & Otha
Bsd Debt Src(Net Tret Inffic)
Psnct L€n Ocbi Src (Na)
Pct (DsbuEYLn Advarc - Nct

Total Nmopcratr€ Expef,s

TErefc. to Retrlclrd Funds

Nct Cash Innffi(Outfim)

C.prt l Prcjcct SpendrrE

I 8,93,968
4,791,325

(894)
103,795
60,769

-19ru3-

(721,78/.)
(844,334)
(1 15.349)
(83s.870)

(1,320,324)
(7,Es3,8r2)
(2,958,688)

(14.650.231 )

:I@

(3.319.267)
(326.938)

_lgc,glsr

s 10,799,718
5,720,856

0
3s5,180

76,1s3

-L9.991,999-

(1,785,908)
('1,722,59'tl

(1s8,$4)
(1,013,562)

(926,t78)
(7,263,1 3S)
(4,U4,1 1

-J:l,lJggL@

(3,058,617)

_l!d!,!1g_

(662.126)
(1.182,352)

(52,487)
(441,7161
(812.31s)
(377,'t4'tl

(6,449,33S)
(3,481,306)

I 8241,900
4.350,583

548,0(X
23,681

37.680

(13.458.781 )

t::@

1,795

(3,184,26:l)
(318,943)

(46,183)

$ 37,717.438
20,096.321

5/t7,085
657,U4
542.433

59,561,121

(4,161,881)
(1,765,511)

(37s,521)
(2,867,U1\

(3.979,381)
(26,252,2171

(8,16s,018)

(50.567.403)

:@

(20,r88,s91 )
(1.282,616)

913,535

$ 42,@6,9U
22,252,O28

0
3.364.160

530.603

(5,830,999)
(s,694,083)

(586,745)
(3,752,5n')

(3,417,975)
(24,371,2111
(10,457,2281

(54.1 10.819)

:I::::j@

(2O,410,n7)

$ 35,721,260
'17,ul,944
2,260,850
1,568,319

408.1't0

(2,916,595)
(5,057,663)

(233,171 )
(1,984,3:11 )
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$ (1,326,698) $ (6,974,653) s (9.576,000) $ (8.s19.422)$ (1,870,835) (3.351,6m)

CfdltBdf|ca $ 68r00,(tr0.O
N.tCfl]|g.



($ooo)

Opcrating Revenucs

Water & Conveyance
Alcosan
DISC
Fees
Misc Other

Total Operating Revenues

Opcr|ting Expcn3ca

Distnbutron
Water Treatment Plant
Water Quality
Server Conrreyance
DISC Disbursements
Engineering
Alcosan
General Admin

Totial Operating Expenses

Opcrating Incomc/(Lo$)

Non-opcrating Caih Flow3

ADO Interest Income

LESS. Debt SeMce & Other
Bond Debt Sw, Net
Pennvest Debt S\rc, Net
P\resl (Oisburs)/Ln Reimb - Nel

Total Non-Operatrng Expenses

Transfcr to Restncted Funds

N.t Ce3h lnflowr/(Outflows):

Capital Proiect Spending

PWSA2017

m?ssoil r6oil

10,401 8,520 9,862 8,
5,893 3,497 5,915 4,791
488 23 37 (1

166 187 201

11,539 10,112 11,230 11,742 12,261 12,707 10,823 11,
6,112 5,356 5,949 6,220 6,495 6,731 s,733 5,931

0000000
307 545 675 675 415 350 213 1

76 76 76 76 76 76

(s48) (s7s) (1,513)
(1,0s0) (655) (2,176)

(68) (54) (138) (11
(651) (803) (578)

000
(1,158) (6s4) (847) (
(7,278) (4,5721 (6,548) (7

(1,5s0) (1,ss2) (1,415) (1,411) (1,441) (1,341) (1,313) (1

(1,371) (1,362) (1,338) (1,522) (1,408) (1,220) (1,1e5) (1,361
(135) (1471 (138) (141) (125) (117) (130) (1

(80s) (87e) (832) (8es) (7u) (766) (7e0)
0000000

(1,018) (e38) (815) (804) (s88) (870) (8e3)
(4,s82) (6,566) (6,751) (4,8ss) (6,318) (6,610) (4,473)

(4,01s) (s,832) (3,019) (3,3
(330) (326) (300) (

(2,782) (2,783) (2,873) (e,487) (2,88s) (2,969) (2,8ss)
0000000
0000000

(2621 (262) (262) (262, (262) (262') (2621



PWSA Rawnu6 rnd Expcn3es
May 2017

(Modifi.d C.sh B.3is)

Cumnt
Xdth
Aclual

Csmnt
toth
Budoat

Prls Y.rl
Idth
Actrd

2017
Curnnt
Y.T.O
Aciurl

Cumnt
Y.T.O

Budoat

Prlor YaJ
Y-T-O
As,turl

Opsatrng R@pts

Watlr & Conwyrne Ut||V
Alccan Utility
Drsc
Fc
Mr$ Oths

Total Opqatrng REdpts

Opffiting Expcns6

Drstnbuton
Watcr Tcatmcnt Pl.nt
Watlr Qualrty
Sffi Convcyane
DISC DrsbuFmcnb
Er€rnMng
Ac@n SmgcTatrront
GcrcBl Admrn

Total Opsating Expcns6

Nct Incmd(Lcs) Frm OpeEtons

N6-opcEtng Csh Inio 
's/Outflffi

ADD: Non-Trusi Intcr6l Incmc

LESS Dcbt Sw@ & Othq
Bsd Dcbt Svc (Nct Trust In@mc)
PcnnGt L€n Dcbt Src (Net)
PGt (Drsbu6Yln Adnrcs - Nct

Total Non.Operetrng Erpcns6

TErefer to R6blcted Funds

Nct Cash Innffi{Outnffi}

Captal PrcJE1 Spcnding

$ 12,190,805
4,547,O25

(1,45s)
708,113

51-26/

17.495.751

(1,1 95.6s0)
(1.1 31,326)

(242,239\
(E08,266)

(1.120.586)
(4.579,573)
(1.378.677 )

('t0.456.317)

T763E3S-

13,o27,87',t'
(u8,195)

1'r,538,907
6,1'12,421

0
215,123

76.153

s 9.0m,512
4,857,646

625,636
90,815
19,114

14.593.723

(682,008)
(1,283,393)

(45,413)
(413,920)
(357,2121
(376,86s)

(3,E95,658)
( 1,53:!,1 20)

(8.617.590)

T-E576F

2,*4

(3,015,E09)
(326,999)
(124,267\

$ 49,908,242
24,6/3,U7

545,630
1,365.956

593.697

77,4#,872

(5,357,534)
(5.896,867)

(617,760)
(3,676,107)

(5,099,967)
(30,r31,790)

(9,543,695)

(61.023.720)

-fr6J-53J-5-

(23,2't6,462'
(1,610,810)

913,536

s s3,s45,839
28.364,4,19

0
3,579,283

606.756

(7,203,687)
(7,064,826)

1721,786\
(4,627,225\

(1,13s,888)
(28,75E,437)
(1 1.690,389)

(u.202.237\

:I::::?]]@

(23,192,664)

| 44,7121,772
22,199,590

2,886,1a6
1,659,134

427,221

(3,600,604)
(6,341,0s6)

(27E,585)
(2,42E,2511
(2,002.961)
(1.827.461)

(25,s36.192)
(10.098.960)

(52.1 14.073)

:@

I 1,296

(23,550,521)
(1,s80,686)

4,526

17,942,605

(1,372,688)
(1.370,74:i)

(13s,(X1)
(871,647)

(71 7,913)
(4,3{J7,226)
(1,233,161)

-199913t!I:@

(2,781,E87)

86.096,328 71.89r.206

(262,M3\ (262,043)

(23.913,737) (23.192.664) (25.126.680)

(1,310.213) (1.310,213)

s t9.190.7971 t (2.508.785) r t5.335.25't)

t (2,632,297)

Lh.oacr!.ItBdJrcc E 60,100,000.00

Chang.

(3,830,400) $ (1,326,6s8) $ (9,606.950) s (13.406.400) $ (8,519,422)



$on|

Op.r.ting R.ccipts

Water A Con\reyance
Alcosan
Dtsc
Fees
Misc Other

Total Operating Receipts

Oprnting Erpcnscs

Dislribution
Water Treatment Phnt
Water Quality
Saler Conveyance
DISC Disbursements
Engineering
Alcosan
General Admrn

Total Operatrng Expenses

Opcrating Incomc(Loss)

Non-opcreting Cash Flolrs

ADD lnterest lncome

LESS Debt SeMce & Other
Bond Debt S\rc, Net
P€nn\€st Debt S\rc, Net
Pvest (DisbursyLn Reimb - Net

Total Non-Operating Expenses

Transfer to Restricted Funds

Nct C.3h Inflows/(Outfl ors):

Capital Protect Spending

PWSA2017

l- (4?,g8of-lted

10,112 11,230 11,742 12,261 12,707',t0,823 11,
5,356 5,949 6,220 6,495 6,731 5,733 5,931

000000
545 675 675 415 350 233

10,401 8,520 9,862 8,9U 12,1

5,893 3,497 5,915 4,791 4,54
488 23 37 (1) (1

166 187 201 104

(s48) (979) (1,513) (722) 11j%
(1,0s0) (65s) (2,176) (844) (1,131

(58) (54) (138) (115)
(651) (803) (s78) (836)

0000
(1,158) (654) (u7) (1,320) (1,12
(7,2781 (4,572) (6,s48) (7,854)

(1,9s2) (1,s20) (1,411' (1,441' (1,341) (1,313) (1

(1,362) (1,338) (1,522) (',t,408) (1,220) (1,1es) (1,361
(1471 (138) (141) (125) (117) (130) (11
(933) (832) (8ee) (784) (766) (7s0) (7

000000
(94s) (815) (804) (s88) (870) (8s3)

(6,566) (6,7s1) (4,8ss) (6,318) (6,610) (4,473)

(4,01s) (e,832) (3,01e) (3,31e)
(330) (326) (300) (327)

(2,783) (2,873) (s,487) (2,88s) (2,s6s) (2,8ee)
000000
000000

(2621 (262) (262) (2621 (2621 (262) (2621 (262) (262) (2621



FR-XI.3

PWSA Rgvcnuar rnd Expansgs
Jun.2017

(ilodifi.d C13h Brsb)

Cur[nt
Xont l

Cumnt
Ionlh

Prlor Yar
Xmth

m17
Cumnt
Y.T.D

Cumnl
Y.T.O

Prlq Yal
Y.T.D

Opsatng Reapts

Watrr E Conveyane Utlrty
Alccan Utilrty
Dtsc
FG
MFc Olha

Total Opsrting Repts

Opqrtrng Exp$s6

Drstnbution
Water TGeunrnt Plant
W.ter Ouahty
Sffi Convcyancc
DISC DEbuffidb
Engrnenng
Alcqn Sdrgc Tr€tment
GeGal Admrn

Total Opdrtrng Expcffi6

Nci Incm€y'(Lcs) From OpeEtons

Nm-opcr.tng C6h Iniffilouflffi

ADD Non-Tr6t InEr6t Inffie

LESS DcbtScMe&Othr
Bond Ocbt Src (Nct TGt Inmc)
Pcnnct Liln Dcbt Svc (Nct)
Pct (DsbuFYLn Advanc6 - Nct

Totrl Nm-Opcnting EIpenss

Transfcr to R6rlqtrd Funds

Net C.sh Innm(Outnm)

Crp{el PrcJ€l SpcndrE

$ 10,443,376

3,417
160,626
52,W

$ 10.111,834
5,3s6,468

0
1,609,139

76,153

17.153,595

(1,,t48,690)
(1,362,160)

('t47,467't
(768,621)

(838,050)
(6,565,792)
(1,393,1s8)

('12.524.239\

:I:::::::@

(2,782,887)

$ 10,297,093
4,715,2fi

A€ IN1

23,845
26,769

15,972,U4

(68s,017)
(s89,944)

(60,318)
(s19,150)

(1,085,878)
(1,739,061)
(s,830,126)

(863,06s)

$ 60,351,6'18
30,018,902

u9,M7
1,526,583

646,604

93,092,754

(6,757,648)
(6,692.s67)

(9s0.394)
(4,783,481)

(5,591.332)
(36.991,91 1)
(10,696,745)

$ 63,657,673 $ 55,018.865
33,720,917 26,914.845

0 3.586.367
s,18E,423 1,892,979
682,910 453,993

103249,922. 87.867,05016,035,8t2

(1,400,1 14)
(79s,700)
(332.63r)

(1,107,371)

(491,365)
(6,160,121 )
(1,153,050)

(1 1.440.358)

-5-7"s-5Fa-

(2,93:i,845)
(326,938)

(9.810)

(3.270.593)

(262.013)

(8,652,377)
(8.427,2861

(869.2s3)
(s,395.816)

(4.973.938)
(35,321,281
(13,083,548)

(76.726.1761

-3--76"s23,4-46-

(4,285,620)
(6,931,000)

(338,902)
(2,547,40't)
(3,088,8Sr)
(3,566,s25)

(31.366,319)
(10,962,025)

(63.486.633)

-f24Jso/-i7

tl na

(26.606,565)
(1,902,1 55)

(625,3s9)

(1 1.372.560)

:I::::@

137

(3,056,044)
(321,469)
(629,885)

(72.461.0781

-r-zdF2E3i6-

(26,150.307)
(1,937,748)

903.725

(27.184.330)

-J3JWL -llgSEggl(262,043)

(25.975.551)

-l3sgrslr. 
J39J.319r!I

(1.s72,2s5) (1,572,2$l

I (17,236,E00) I (12,980,00,1)$ (1.640.119) (3,830,4m)

Lfipof CGdlBdm: 3 63,100,00O.m

C]foc

$ (1,280,698) $ (11,247,068)



$m1

Op.nting R.c.lpts

Water & Conveyance
Alcosan
Dtsc
Fees
Misc Other

Total Operating Receipts

Opcnting Exprn3.3

Distribution
Water Treatment Plant
Water Qualty
S6wer Conwyance
DISC D6bu6ements
Engineenng
Alcosan
General Admin

Totral Operating Expenses

Op.rrting Incom.(Lo.s)

Non-op.r.ting Cr3h Flofl3

ADD lnteresl lncome

LESS Debt Service & Other
Bond Debt Svc, Net
Pennvest Debt Svc, Net
Pvesl (DisbursyLn Reimb - Net

Total Non-Operating Expenses

TransJer to Restricled Funds

NGt C.rh Inflowrl(Outllowr):

Capital Proiect Spending

PWSA 2017

l-r-4.zs8o)T rssol

10,lm1 8,520 9,862 8,934 12,191 1

5,893 3,497 5,915 4,791 4,547
488 23 37 (1) (1)
166 187 201 104 708

11,230 ',t1,742 12,261 12,707 10,823 11,
5,949 6,220 6,495 6,731 5,733

00000
675 675 415 350 233

(948) (979) (1,sl3) (722) (1,1s6) (1

(1,0s0) (6s5) (2,176) (844) (1,131)
(68) (s4) (138) (115) (2421 (

(6s1) (803) (s78) (836) (808) (1,
00000t

(1,158) (654) (847) (1,320) (1,121) (491
(7,2781 (4,572) (6,548) (7,854) (4,580) (6,

(1,s58) (1,582) (1,64s) (1,446) (1,546) (1,41
(1,60s) (1,s68) (1,408) (1,307) (1,281) (1,45s
(114) (105) (se) (8s) (s7) (s1
(850) (7s8) (780) (788) (783) (811

00000
(1,10s) (1,21s) (1,467) (1,471) (1,493) (1,
(6,596) (4,899) (6,318) (6,610) (4,473)

(4,01e) (s,832) (3,01s) (3,31s) (3,028) (2

(330) (326) (300) (327) (328)
(2,873) (s,487) (2,88e) (2,e6s) (2,8ss) (2,

00000
00000

(262) (262) (262) (262) (2621 (262) (262) (262) (262) (2621



FR-XI.3

PWSA Ravanua! and Exp.ns.s
J.tly 2017

(Uoditi.d Crsh Basis)

Curnnt
toih
Actual

Curnnt
Xonlh
Budocl

Prior YaJ
tonlh
Acturl

Curnnt
Y.T.O
8udo.t

Prlor Yrr
Y.T-D
Aclurl

2017
Curnnt
Y.T.D
Acturl

Op6.tng R@pts

WaEr & Con€yane LJtilrty

AJccan Utlrty
Dtsc
Fs
MEc O[lq

Total Opsatrng R@pts

Opsltrng ErpcN6

DEtnbuton
waEr T.abnefit Plant
WrEr Qualrty
Smr CoNcyane
DISC D6buFmots
Engrnanng
Al6an Smgc Tr€tmcnt
Gcneral Admrn

ToEl Opqatrng ExpercG

Nct lncmd(L6s) Frm Operatons

Nm-operilng Clsh In{|ffi /Ouflm

ADO Non-Tr6t Inb6t Incmc

LESS. Debt SeMce & Oficr
Bond Ocbt Src (Nct Trot In@mc)
Pcnnct Lqn Debt Src (Nct)
Pct (O6buE)[n Advac - Nct

Tohl N6-Opffitn9 Erpcns

Tnnslcr to R6f|cicd Funds

Nct C$h Iniils(Outnffi)

Clprtal Polccl Spendrng

$ 11,785,393
5,726,753

634
I 14,316
34,868

17.661,963

(1,088,032)
(828,26)

(68,406)
(847,s69)

(571,326)
(6,595,829)
(3,942,186)

11,29,6't3
5,948.581

752,&2
76.153

s 6,E89,320
5,706,183

445,080
398.046

35.403

-li!!w-

(581,332)
(930,296)

(69,189)
(412,2m',,

(41,4?s1
(927.634)

(5.994.751)
(3,7s5,876)

(12,7't2,7Wl

:@

(3,047,378)
(324,2U\
(v,5241

t 72,'t37,O11
35,215,654

549,680
1,640,899

681.472

'110,754,717

(7,845,680)
(7,521,343)
(1.018,8m)
(5.631.040)

(6,162,6s8)
(43,587,740)
(14,638,931 )

(86.406,192)

:@

(29,3s7,729)
(2,267,451)

903,725

(30.721.455)

(1,831.298)

$ 74.887,286 t 61.908.185
39.669,498 32,621p28

0 4.031.,148
5,541 ,2,25 2,291,925
7s9,063 489,396

121,257,072 10'1,341,08218,007.150

(1,314,621 )
(1,277,6711

(138.320)
(761.574)

(71s,387)
(6,751.19)
(3,196,963)

(14.1 55.728)

.I:::::::3E@

(2.872.6m)

(9,966,99t)
(9,704,95r)
(1.007.573)
(6,157.419)

(5.689.325)
(42,O75,1201
(16,280,51 1 )

(90.882.204)

-$-j-J-2366-

(4,866,9s2)
(7,861,296)

(108,091)
(3,3s9,600)
(3,130,269)
(1,494,15S)

(37.361.073)
(14,71 7,902)

(76.199.341 )

w
1 I,736

(29,653,943)
(2,226,W)

(659.883)

(13.942.1 14)

-f37i9"s4-6-

(3,2Of ,422'
(329,703)

(3.537.125) (2.872,500) (3.406,136)

(262,043) (262,0/.31 (140,161)

(28,848,154)

(28,848.154) (32.5a0.214)

(1.834,298) (140,161 )

(4,788,000) s (1,79't,422) $ (13,756,r/9) s (22,024,800) $ (12,980,004)$ (2,509,711)

t.lldcrdlBdJ|cc I 54600,000.00

NrtClffg.



FR-XI.3

PWSA 2017

(t000)

Opcnting Rcccipt3

Water & Conveyance
Alcosan
otsc
Fees
Misc Other

Total Operdting Recsipts

OpGr.ting ErpGnsGs

Distribution
Water Treatment Plant
Water Quality
Samer Conveyance
DISC Disbursements
Engineering
Alcosan
General Admin

Total Operatrng Expenses

Op.r.ting Incomc(Lors)

Non{per.ting C.3h Flows

ADD lnteresl lncome

LESS Debt Service & other
Bond Debt S\rc, Net
Pennvest Debt Svc. Net
P\rest (DisbursYLn Rermb -

Total Non-Operating Expenses

Transfer to Restricted Funds

Nct Cash Inflows/(Outflow:):

Capital Proiect Spending l-tl?380)f s76sl

10,N1 8,520 9,862 8,934 12,191 10,M3 11,
5,893 . 3,497 5,915 4,791 4,547 5,376 5,
488 23 37 (1) (1) 3
166 187 201 104 708 161 1

11,742 12,261 12,707 10,823 11,
6,220 6,495 6,731 5,733 5,931

00000
675 415 350 233 142

17.023 12.265 16.384 13.889 17.496 16.036 17

(e48) (979) (1,513) (722) (1,1e6) (1,400) (1

(1,090) (65s) (2,176) (844) (1,131) (7e6)
(68) (54) (138) (115) (242) (333)

(651) (803) (s78) (836) (808) (1,107)
000000

(1,158) (6s4) (847) (1,320) (1,1211 (491) (571
(7,278) (4,572) (6,548) (7,854) (4,580) (6,160)l

(1,582) (1,645) (1,446) (1,546) (1,41s)
(1,s68) (1,408) (1,307) (1,281) (1

(2841 (254) (223) (21s)
(7e8) (780) (788) (783) (81

0000
(1,007) (1,295) (1,295) (1,247', (1

(4,6il) (6,318) (6,610) (4,473)

(4,019) (9,832) (3,01s) (3,31s) (3,028) (2,934)
(330) (326) (300) (327) (328) (327)

(s,487) (2,88s) (2,e6s) (2,8ss)
(327) (3271 (327\ (3271

(2621 (262) (262) 1262) (262) (2621 (2621 (262) (262) (262) (262



Curnnt Cumnt
Imth loth

PWSA Rewnu.r rnd Exp.ns.s
Augurt 2017

(Modifird C.sh Br3ir)

Pdq Ya&
Imth

2017
Cumnt
Y-T.O
Aclurl

Cumnt
Y.T.D

Budoat

Prlor Yar
Y.T-D
ActrdActrrl Budot Acturl

Opqathg R€cpG

Watcr & Conwy.ne Ublrty
Alccln Utrlrty
Drsc
Fc
Mr$ Olhq

Total Opsdrng REopts

Opqrtng ErpcN6

D6tnbuton
WaEr Tcatncnt Plant
watcr Ourlity
StrrCoMyane
DISC O6buffi6ts
Engrnsing
Al6an SMgr Tratment
GscEl Admrn

Total Opqsnng Expc66

N€t Incma4Lcs) Frm Operatons

Ncopc€tng Csh Inflffitouttlm

ADD NofrTrel Inilr€l Incmc

LESS Debt Sw@ & Other
Bdd Dcbt Svc(NGt Tret Inmc)
PdnGt Lon Debt Src (Net)
Pct(Dsbu6l1.n Adv.n6 - Net

Totrl Ns-Opcrdrng Expcns

TraEfcr to R6tric1cd Funds

NetCsh Infiffi{Ouillm)

Caprtal PoJ*l Spcndrrq

s 12,168,819
6,874,226

(451)
254.016
42,29'l

19,338.901

(1.601,038)
(1.s07,627)

(168,223)
(944,5_74\

(939.681)
(4,627,2191
(1,828,660)

(11.617,O22\

T-i721"8-F-

(9,203,086)
(324,424J

-_lg499r
(9.614.513)

(262.M3)

11,742,190
6,220,105

0
379,147

76.153

18./t17,596

(1,31 1,267)
(1,290,1 08)

(140,964)
(778,600)

(704,165)
(1,899,4$)
(1,395,346)

( 10,519,856)

-f-7.s-5ffi

(9,487,150)

$ 7,569,470
10,056,846

523,058
234,156
22,89

1E,406,528

(755,914)
('t,262,326)

(109.907)
(607.7s4)
(t58,891)

(1,013,257)
(4,350,151)
(1,536,s96)

$ 84.305,831
42.619,880

549,229
1,894,915

723.763

130.093.618

(9,446,718)
(9,028,970)
(1,187.023)
(6,s75.614)

(7,102.339)
(48,211,959)
(16.167,591 )

(98.023.215)

-r-mtd7d-

(38,560,81s)
(2.591,876)

816,622

(40.336.068)

$ 86,629,476
45,889,603

0
6,320,372

E35.216

s 69,477,655
42,677,874

4,554,506
2,525,181

512.394

(s,622,866)
(9,123,6221

(517,998)
(3,967,33r)
(3,999,159)
(5,507,415)

141.711.5241
(16,254,497)

(86.704.436)

-3-3tturz--

I 1,739

(38,776,s05)
(2,5s2,1 30)

(751,858)

-lw!g- 
Jgr4Ze!-

(10.505.095)

:I::::@

a

(9,122.563)
(325,7421

(91,975)

(1 1,278,266)
(1 0.99s,066)

(1,118,537)
(6,936,019)

(6,393,190)
(16,97,1,E27)
(17,67s.856)

(101.402,061)

-$-Js-zzs-0-

(38,3:)5,303)

...........1ryr .......lgl
(262,043) (140,161)

(38.335.303) (42,080.494)

(2,096.310) (2,096,340) (280,V2)

$ (2,358,390) (5,266,800) s (4,459,693) s (16,115,169) t (27,291,600) s (19,231.120)

Lh.ofC.!.ItBdic.: E 58,600,000.m

NatCh.rf.



($M)

Op.r.ting Rcccipt3

Water & Con\reyence
Alcosan
otsc
Fees
Misc olher

Total Operating Receipts

Oprrating Expcn3ca

Distribution
Water Treatment Plant
Water Quality
Sorer Conveyance
DISC Disbursements
Engineering
Alcosan
General Admin

Total Operating Expenses

Op.nting Incomc/(Lo33)

Non-opcrating Crsh Flowg

ADD Inter€st Income

LESS Debt Service & Other
Bond Debt Svc, Net
Pennvest Oebt Svc, Net
Pvest (Disburs)/Ln Reimb - Net

Totrl Non-Op€rating Expenses

Transfer to Restricl€d Funds

Nct C.sh Infl owr/(Outflowc):

Caprtal Project Sp€nding

PWSA2017

|(4?3s0il-r1J?61

10.401 8.520 9,862 8,934 12j91 10,,U3 11,785 12,
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,8
,a8 23 37 (1) (1) 3 1

166 187 20'l 104 708 161 114

12,261 12,707 10,823 11,
6,495 6,731 5,733 5,S

000
41s 350 233 1

76 76 76

(e48) (s7s) (1,513) (7221 (1,1s6) (1,400) (1,088) (1,601
(1,090) (6ss) (2,176) (844) (1,131) (7e6) (82s) (1,508

(68) (s4) (138) (11s) (242) (333) (68)
(651) (803) (578) (836) (808) (1,107) (848)

0000000
(1,158) (654) (847) (1,320) (1,121) (4e1) (571)
(7,278) (4,572) (6,548) (7,854) (4,580) (6,160) (6,5s6)

(1,645) (1,446) (1,546) (1,41
(1,408) (1,307) (1,281) (1

(2541 (2231 (21s)
(780) (788) (783) (811

000
(1,2s5) (1,295) (1,247) (1,
(6,498) (6,610) (4,473)

(4,01s) (s,832) (3,01s) (3,31e) (3,028) (2,934) (3,207)
(330) (326) (300) (327) (328) (3271 (330) (324

(2,867) (2,s6s) (2,8ss) (2,
(3271 (327) (327\ (32

(262\ (262) (262) (262' (262) (2621 (262)



PWSA Ravanua3 rnd Expan3aa
S.pt.mb.r 2017

(Modifl.d Cr3h Ba5is)

Cumnl
Ionth

Cumnl
f onth

Priq Ylar
Idth

Cumnt
Y.T-D

Prlo. Yu
Y-T-D

201f
Cumnl
Y-T-D

Opqatrng Rffipb

WaEr & ConEyene Utlrty
Alc@n Utlrty
orsc
FE
MEc Othq

Total Ops.trng Rrcopb

Opqstrng Expens6

Orstnbuton
Waicr THtrnent Plrnt
Watcr Ou.lrty
Sffi Convqance
DISC DrsbuEf,enb
EngnHng
AlcGn Sffige Tr€tmcnt
Getml Admrn

Totll Opq.tng Experee

Nct lrcme{Ls) Fm Operatons

Ns-operotng C6h Infl o,s/Oumffi

ADO Non-Trust IntcGt Incmc

LESS OcbtSeMe&Othcr'
Bsd Debt Svc (N.t Trct Inmc)
PanGt Lon Dcbt Sw (Ncr)
Pci(OrsbuEyln Adv.rc6 - Nct

Total Nm.Opcnbng Erpens

Tn6ier to R6hcled Funds

Nct C.sh Innds4outnffi)

C.p[al PoJect SpendrrE

s 10,413,035
5.9(},048

(7,1 13)
520,196

30,716

16.899.882

(1,197,997)
(894,195)

(80.669)
(gfi.241

(268,268)
(6.198,112)
(1,685,215)

(1 1.574.979)

T=EAF3-

(2.700,6ss)
(326,938)

12,261,2U
6,495,055

0
336,187

76,153

$ 8,782,665
3,733.409

608,588
245,442

23,463

I 94,718,866
48.562,928

il2,116
2,415,111

fil,479

146.993,500

(10,644,715)
(9.923,165)
(1,267,6C21
(7,525,8:)8)

(7.370,607)
(54,713,371)
(18,152.805)

(109.5€8.194)

:@

111,261,471'
(2.918,814)

8't6.622

$ 98,890,710
52,384.658

0
6,656,550

91'1,370

$ 78,260,321
46,41 1283

5,163,094
2,770,623

535,857

(6.160,854)
(10,263,81 I )

(652,061)
(4,436,674)
(3,999,159)
(5,70s,633)

(47,Ul,$21
(7.252,&'t

o5.792.1421

]::@

11,742

(/r1,479,939)
(2,874,856)

(752,958)

19.168,630

(1,31 7,104)
(1,288,330)

(125,103)
(784,166)

(817,915)
(6,31 7,E19)
(1,372,y3\

('t2.092.E60)

-S- 7o-i5.17o--

(2,819,304)

'13.393.567

(537,988)
(1,140,189)

(134,063)
(469,320)

(198,218)
(5,509,938)

tooT mt\

,t*t *t

:!::::@

J

(2.703,433)
(322.726')

(1,100)

-Eg439r- 
--rgJ31,I9-

(12.595.370)
(12.283,396)
(1,273,7201
(7,720,185)

(7,28't,405'
(53,29,645)
(19,048,199)

(1I3.494.921)

E:@

(41,224,6071

(3.027.597) (2.889.3&) (3.027,258)

(262,0/,3\ (262.0/,3) (140,161 )

JCsq 
-t!:WL -(glgr(2,358.383) (2,358,383) (420,483)

s 12,524,784) (5,266,800)

LiEoacrdltBdJs: | 5A,lm,@.m
N.tChigc
d

$ (1,127,055) s (18,639,953) s (32,s58,400) $ (20,358.185)



(tom)

Oplnting Rcccipts

Water & Conveyance
Alcosan
Drsc
Fees
Mrsc Other

Total Operatrng Recerpts

Oprrrting Expense3

Distribution
Water Treatment Plant
Water Qualfty
Sewer Con\reyance
DISC DFbursements
Engineering
Alcosan
GenenlAdmrn

Total Operatmg Expenses

Op.nting Income/(Los3)

Non-opGr.ting Cesh Flows

ADD Inleres{ Income

LESS. Debt SeMce & Other
Bond Oebt Svc, Net
Penn\rest Oebt S\rc, Net
Pvest (Disburs/Ln Rermb - Nel

Total Non-Operating Expenses

Transfer to Restncted Funds

Nct C.sh Inflows(Outfl owr):

Capital Prolect Spendrng

PWSA 2017

l-(4?lso)Trs,si8l

10,401 8,520 9,862 8,934 12,191 10,443 11,785 12,169 10,4
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,A74

'a8 23 37 (1) (1) 3 1 (0)
166 't87 201 104 708 161 '114 254
74 38 359 61 51 53 35 42 31

12,707 10,823 11,1
6,731 5,733 5,931

(s48) (s7s) (1,513) (722\ (1,196) (1,400) (1,088) (1,601) (1,
(1,0s0) (65s) (2,176) (844) (1,131) (7s6) (82e) (1,508)

(68) (s4) (138) (11s) (242) (333) (68) (168) (81
(6s1) (803) (578) (836) (808) (1,107) (848) (s45)

00000000
(1,158) (654) (847) (1,320) (1,121) (4s1) (571) (e40)
(7,278) (4,572) (6,s,r8) (7,8s4) (4,580) (6,160) (6,596) (4,527)

(1,446) (1,546) (1

(1,307) (1,281) (

(223) (21s)
(788) (783) (811

00
(1,295) (1,2471 (

(7,062) (4,473)

(4,019) (9,8:12) (3,01e) (3,31s) (3,028) (2,934) (3,207) (s,203) (2,701
(330) (326) (300) (327) (328) (3271 (330) (3241

(2,96s) (2,8ss) (2,
(3271 (327)

00

(262) (2621 (2621 (262) (262) (262) (2621 (262)



FR-XI.3

PWSA R.v.nu.s rnd Expensa3
October 2017

(Modifird C.3h B.sis)

Cumnl
tonlh

Cur[nt
tonlh

Priq Yor
tmth

2017
Cumnl
Y.T.O

Cumnt
Y.T-D

Prlor Yal
Y-T.D

Opdrtng REdpts

Wabr & Conwyan@ Utftty
AJcGan Utlrty
Dtsc
F6
Mrsc Ofld

Toi,.l Opsatng REepls

Opsstrng ExpeN6

OEtnbuton
Wltcr T@tncit Plant
WrEr Oualrty
Smr ConEyan@
DISC Osbutsmcnb
Engndng
Al6an Sq€ge Tr€trndi
Gcncnl Admrn

Totrl Opdatng Erpens6

Net Inmc(L6) Frw Opcatons

Ns-opoEtng Cash Inflffi Ouilffi

ADO Non-Tr6t IntcGt Incme

LESS Dcbt SeNrcc & Oficr:
Bond Debt Svc(Net Tret InMc)
Pennct Lon Ocbi Src (Nct)
PGt(OrsbucYLn Adva|1G - Nct

Totrl No-Opffitr€ Erpcns

TraEfq to R6hcicd Funds

Nct Cash Innffi(Outnffi)

Capil,al PDject Spcndrng

$ 12,526.659
5.895.555

(2.838)
126,'1 60
35.912

18.582.548

(1,615,439)
(2,O92,6/'7)

(134.4n7)
(1,345,960)

(1,742,899)
(7,061,797)
(1.640.90s)

( I 5.634.105)

:I::Z@

(3,314,418)
(32s,430)

$ 12.707,000
6,731,187

0
900,493

76,153

-39!:!E
(1,291,461 )
(1,21 9,760)

(1 16,791 )
(765,610)

(770,220',t
(6,610,137)
(3,162,943)

(13.937.223\

:I:::::::E@

(2,969,304)

s 8,864,584
6,022,617

601,304
62s,613

31,530

--lgggl

(644,9S4)
(1,213,2271

(1 13,099)
(649.450)
(592.209)
(953.415)

(5,869,770)
(3,106,614)

s 107,245.525
54,459,582

539,278
2,il1,272

790,391

(12,260,154)
(12,015,81 3)

(1,402.149)
(8,871,799)

(9,1 13.s06)
(61.775,168)
(19,793,?1 I )

(125.232.2981

:@

(41.575,892)
(3,2U,2431

816,622

$ 111,597,710
59,115,845

0
7,557,053

987,523

(1 3.886.831 )
(13,503.156)

(1,390,51 I )
(8,485,796)

(8,051,625)
(59,9s3,082)
(22,2't't,143'

(6,805,847)
(11,47,038)

(765,160)
(5,086,124)
(4,591,369)
(6,659,049)

(53,191,231 )
(20,35s,102)

s 87,124,904
52,433,899
5,764,397
3,396,237

567,387

11,745

(14,275,3!.8')
(3,201,794)

(752,9s8)

165,576,049 179,258.131 't19,286,824

(13,142.rt81

-3-J.oo-zE

(2,795,410)
(326.S8)

Jlz.W) Jlry,i4E
]:@ :!::@

(44,1 93.91 I )

(3.639.818) (2.969.304) (3.122.W1 g:lll .......lg:r.1r ....ryr
(2,620,425) (2,620,1251 (560,614)(262,0/,31 (262,013) (140,r61 )

(5,266,800) $ (4,678.309) $ (19,593,189) $ (37.82s,200) $ (25,036,494)s (9s3,236)

LtrofcrdftBdficc 152,1qt,000.(p
l{at Changa



$on1

Opcnting Rccciptr

Water & Con\€yance
Alcosan
Drsc
Fees
Misc Other

Total Operating Receipts

OpGr.ting Erpcnscr

Distnbut|on
Water Treatment Plant
Water Quality
Sarver Conveyance
DISC Drsbursements
Engineering
Alcosan
GeneralAdmin

Total Operating Expenses

Op.r.ting Incomr/(Lorr)

Non€pcr.ting Carh Flowr

ADD lnter€st Income

LESS Debt Service & Other'
Bond Debt Svc, Net
Pennvest Debt Svc, Net
Pvest (Drsburs/Ln Reimb - Net

Total Non-OpeEting Expenses

Transfer to Reslncted Funds

Nct Carh Inflowr/(Outflowr):

Capit€l Proiect Spending

PWSA2017

T{-4?380)fi82321

10,,O1 8,520 9,862 8,934 12,191 10,443'l'1,785 12,169 10,413 12,527
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,874 5,943 5,897
488 23 37 (1) (1) 3 1 (0) (7)
166 187 201 104 708 161 114 254 520 1

(s48) (s7s) (1,s13) (722) (1,1s61 (1,400) (1,088) (1,601) (1,1s8) (1,615)
(1,0s0) (655) (2,176) (844) (1,131) (7s6) (829) (1,508) (8s4) (2,0s3)

(68) (54) (138) (115) (2421 (333) (68) (168) (81) (134)
(651) (803) (578) (836) (808) (1,107) (848) (e4s) (s50) (1,346)

0000000000
(1,158) (654) (847) (1,320) (1,121) (4sl) (571) (s4o) (268) (1

(7,278\ (4,572) (6,548) (7,854) (4,s80) (6,160) (6,596) (4,627) (6,4s8) (7

(1,546) (1,41
(1,281) (1

(21s)
(783) (811

0
(1 ,2471 (1,

(4,01s) (s,832) (3,019) (3,31s) (3,028) (2,s34) (3,207) (s,203) (2,701) (3,314)
(330) (326) (300) (327) (328) (327) (330) (3241 (327) (325)

(262) (262) (2621 (262) (262) (262) (262) (2621 (262) (262)



FR-XI.3

PWSA Ravanuai and Expan3.s
Nov.mb.r 2017

(Modifi.d C.3h B13i!l

Curnnt CurGnt PrlorYarr
ilonlh l{onlh llonih
Acturl Budqct Acturl

2017
Cur[nt
Y.T-D
Actual

Curnnt
Y.T.O

gudo.t

Prior Yaar
Y-T.D
Acturl

Opsatng Recrpts

Wrbr & Conveyan@ utlrty
Alcc.n Uirlty
otsc
FG
Mrsc Otrld

Totrl Opsrtng R@pts

Opqatrng Expm6

Distributon
Watcr Tcatmcnt Plant
WaEr Oualrty
SMr Conveyance
DISC Disbu6mcnts
Enginenng
Alc6an S*agc Tretmeni
Gcneral Admrn

Totrl Opsilng Expens6

Nct Inmc4Lc) Frm Opcatds

Nm-operatng Csh Iniffi/Oudlffi

ADO Non-Tr6t lnE6t Incmc

LESS OcbtScM@&Ohcr
Bond Dcbt Src (Net Tr6t In@mc)
PcnnGt L@n Debt Svc (Nct)
Pct (OrsbuEYIn Advanc6 - Nct

Totrl Nm-Opcratng Expcns

Transfcr to Rstrlclcd Funds

Nct C.sh Innffi(Outnffi)

C.pil,.l Prcj€t Spcndng

.. rs .......ryr g
(262,0/.3\ (262,0/,3) (140,'161)

(50.205.523) U7.093.214\ (51.208.802)

(2.882,4ffi) (2,882,468) (700,805)

I (3,400,436) s (22,212,073) $ (43.09,m0) s (28.136.930)I (2,618,183) (5,266.8m)

L.i|.dcrdtBdJicc | sqlqr,qno
N{rChiec

(s91,737)
(900,750)
(120,443)
(452,950)

(77,394)
(2,019,776)
(3,971,671)
(1,808,461 )

(9.943.181)

:@

0 8,893,170
5,',117,122

(701)
240,156
165,127

14,414.874

(1,158,s01 )
(845,025)

(36,920)
(818,7s1 )

(577,532)
(4,495,451 )
(3,878,1 13)

(11.810.St2)

:@

(2,875,0nt
(326,938)

$ 10.822,907
5,73,140

0
628,981

76,153

-1L29:.9
(1,31 3,139)
(1,19s,00s)

(130,479)
(790,400)

(792,517)
(4,472,83o)
(1,491,588)

(10.185.964)

:I:::@

(2,899,304)

t 8,432,834
5,978,075

559,582
296,235
't67,456

15,131,182

(2,595.516)
(326,938)

(56,248)

s 116,138,695
59,576,7(N

538,577
2,781,428

955,517

179.990,922

(1 3,418,655)
(12,860,838)

(1,439,069)
(9,690,550)

(9,691,138)
(66,270,619)
(23,671,E23)

(137.042.690)

-t--dfiF

(47.450,964)
(3,571,181 )

816,622

(15,199,970)
(14,698,165)
(1.520,990)
(9,276,196)

(8,U4,1421
(6i1.375,913)

123,7V2,731J

(137.618.107)

-f-E51"ao--

(47,093,211)

(7,397,584)
(23n,788)

(885,603)
(5,539,074)
(4,668,762)
(8,678,825)

(1 18.878.1 01)

:I::@

11,118

(46,870,864)
(3,s28,732)

(809,206)

$ 122A20,617 S 95,557,739
64.848,985 58.41't.974

0 6.323.979
8,186,034 3,692,471
1,063,676 734,U3

-1$.9t9.Et9- 
_1;/31g4_



PWSA20't7

(rooo)

Openting R€ceipt3

Wat€r & Con\re)tance
Alcosan
Drsc
Fees
Misc Other

Total Operating Receipts

Opcr.ting Expcnsca

Distribution
Water Treatment Plant
Water Quality
Sarer Conveyance
DISC Disbursements
Engineering
Alcosan
GeneralAdmrn

Total Operating Expenses

Opcnting Incomc/(Lo3sl

Non-op.r.ting Cr3h Flour3

ADD: Interesl Income

LESS Debt Servrce & Other
Bond Debt Svc, Net
Pennvest Debt Svc, Net
Pvest (Drsburs/Ln Reimb -

Totial Non-Operatrng Expenses

Transfer to Restricied Funds

Nct C|3h Infi ow3(Outfl ow3l:

Capital Projec{ Spendrng t- (4?380)frsJlrl

10,401 8,520 9,862 8,934 12,191 10,.143 11,785 12,169 10,413 12,527
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,874 5,943 5,897 5,1 17
,aB 23 37 (1) (1) 3 1 (0) (7) (3) (1

166 187 201 104 708 161 114 254 520 126

17.O23 12.265 16.384 13.889 17.496 16.036 17

(e48) (97s) (1,513) (722) (1,1s6) (1,400) (1,088) (1,601) (1,1e8) (1,61s) (1,
(1,090) (655) (2,176) (844) (1,131) (796) (829) (1,508) (8e4) (2,0s3) (

(68) (54) (138) (11s) (242) (333) (68) (168) (81) (134)
(651) (803) (578) (836) (808) (1,107) (848) (s45) (sso) (1,346) (

0000000000
(1,1s8) (654) (847) (1,320) (1,121) (4sl) (571) (e40) (268) (1,743) (

(7,278) (4,572\ (6,548) (7,854) (4,s80) (6,160) (6,5s6) (4,627) (6,4s8) (7,062)

(4,01e) (s,832) (3,01e) (3,319) (3,028) (2,e34) (3,207) (s,203) (2,701) (3,314)
(330) (326) (300) (327) (328) (327\ (330) (3241 (327\ (325)

(262) (262) (262) (2621 (262) (262) (262) (262) (?62) (262)



PWSA Rgwnuas and Expcnses
Dec.mbcr 2017

(Modified Cesh Brsis)

CurGnl
tonth
Acturl

CurGnt
1{onth
Budg.t

PdorYt..
Month
Asturl

201f
CurGnt
Y-T-D
Artual

CurEnt
Y.T.D

Budqrt

Prior Ycff
Y.T.D
Acturl

Opsatng Rcapts

Watcr & Conwyan@ Ljthty
AlGan LJtrlrty

Drsc
F6
MFc Oths

Total Opqatrng Rscrpts

Opsatrng Expens6

Drstnbuton
Water TEatrnent Plant
Water Qualfy
Sffr Conveyance
DISC D6buFmdts
Engrnenng
Alc6an Sffigc Trstment
GmeEl Admrn

Tstral Operrtng Erpens6

Net Incomc(L6s) From OpeEtons

Nm-operatng Csh Infldis/Ouflm

ADD Non-Trust InteHt Incme

LESS Dcbt SeMcc & Olher
Bond Dcbt Svc (Nct Trusi In@me)
Pennct Lon Debt Svc (Nct)
PGt(DrsbuEYLn AdvarcG - Net

Total Ns-Opemtrng Expens6

Transfer to R6lncled Funds

Net Cash ldflrys{Outflffi)

Caprtal PrcJE{ Spendrng

$ 9,69,044
4,218,799

140
64,545

I,645,045

15,560,572

(1,078,679)
(1,283,751)

(1 67,937)
(543,729)

(6,284,419)
(3.2U.7471

Jgruq
-S--l-3s-i57-

(1,189,210)
(326,938)

(22,693)

(1,538,842)

1262,cA31

1 1,197,335
5,93r,483

0
532,440

4,605,755

$ 9.104,309
4,319,123

615,940
358,007

2,W,547

16,786.326

(720,0't4)
(1,326,427)

(23't,fi2)
(492,993)
(898,9511)

(1,266,423)
(s,686,957)
(3,598,080)

(14.221.400\

:I::::?@

(2.624.28'tl
(328,446)

(2,952,7281

(140,161 )

s 125,770,739
63,795,503

538,717
2,8/.5,973
2,600,562

195,551,494

(14,497.334)
(14,144.589)

(1,607,006)
(10,2U,279)

(11,226,877)
(72.555,038)
(26,956,570)

(151.22'1.691)

-5--aa3s"so--

(48,71 1,708)
(3,898,1 19)

704 oro4

(51.815,898)

(3,144,510)

22,267,013

(1,302,398)
(1,360,797)

(1 15,440)

Q71,n7l

(849,37s)
(6,404,556)
(3,000,104)

-J]@I:@

(2,902,304)

(2.902,304)

(262,0/.31

s 133,617.952
70,780.468

0
8,718,475
5.669.431

$ 104,662,048
62,731,097

6,939,920
4,050,478
3.123.79'l

218.786,326 18'r.507.333

(16,502,368) (8,117,59!')
(16,058,962) (13,704,215)
(1,636,430) (1,'t17,154)

(10,047,973) (6.032.067)
- (5,s67,716)

(9,693,521) (9,945,248)
(70,780,469) (62,849,859)
(26,702,835) (25,765,643)

(151,422,558t (133,099.501)

:@ ]::@

(49,995,518)

1'l,75'l

(49,49s,145)
(3,857,178)

(809,206)

-Jtgfggltll 
J!1L9,1ES.t

(3,144,510) (840,966)

$ (8,201,841) (4,788,0m) $ (2,236,071) $ (30,413,914) $ (47,880,000) $ (30,673,001)

Lico,CrldtBdro t ,|6,m,000.00

tluChJEr



($000)

Oper.ting Receipts

Water & Con\re)Ence
Alcosan
DISC
Fees
Mrsc Other

Total Operatrng Recerpts

Opcrating Expcnse3

Distribution
Water Treatment Plant
Water Qualty
Sarer Conveyance
DISC Dlsbursements
Engineering
Alcosan
GeneralAdmin

Total Operating Expenses

Operrting Income/(Loss)

Non-opcr.ting Crsh Flows

ADD lnterest lncome

LESS Debt Service & other
Bond Debt Svc, Net
Pennvesl Debt Svc, Net
Pvest (Drsburs)/Ln Rermb - Net

Total Non-Operating Expenses

Transfer to Restncted Funds

Net Cesh Inflowsr(Outfl ow8):

Caprtal Proiect Spendrng

PWSA2017

l- (4?380f-r?/66.l

10,401 8,520 9,862
s,893 3,497 5,915
488 23 37
166 187 201

8,934 12,191 10,443 11,785 12,169 10,413 12,527 8,893
4,791 4,547 5,376 5,727 6,874 5,943 5,897 5,117

(1) (1) 3 1 (0) (7) (3) (1)
104 708 161 114 254 520 126 2&

(s48) (s7s) (1,513)
(1,0s0) (655) (2,176)

(68) (s4) (138)
(651) (803) (s78)

000

(7221 (1,1e6) (1,400) (1,088) (1,601) (1,1s8) (1,615) (1,15e) (1

(844) (1,131) (7e6) (82s) (1,s08) (8s4) (2,0s3) (845) (1

(115) (242) (333) (68) (168) (81) (134) (37)
(836) (808) (1,107) (848) (e4s) (s50) (1,346) (81s)

(1,1s8) (6s4) (847) (1,320) (1,121) (4el) (571) (s40) (268) (1,743) (578) (1

(7,278) (4,s72) (6,548) (7,854) (4,580) (6,150) (6,5s6) (4,627) (6,4s8) (7,062) (4,4ss)

(4,01e) (e,832) (3,01s) (3,31e) (3,028) (2,e34) (3,207) (e,203) (2,701) (3,314] (2,s47) (1,
(326) (300) (327) (328) (3271 (330) (324) (327) (32s) (327') (32

(262) (262) (262\ (262) (262) (2621 (262) (262\ (262) (262l (262)



FR.XI.3

Curant
ilonth
Actual

201t
Cumnt
Y-T.O
Acturl

Cumnl
Y.T.D

Buds.t

Prlor Ycrr
Y.T.D
Acturl

PWSA Remnua! and Erpcnrag
J.nurry 2018

(ilodified Crlh Br3i3l

Curcril PrlorYaar
l{onlh ilonth
Budoat Acturl

OpeEtng ReerpB

water & Conveyan@ Utr[9
Alosan UtrlrV
Dlsc
Fe6
Mrsc Other

Total OpcEtng Reepts

OpcEtng Exp6s6

DFtnbutDn
Watq T@trnent Plant
Water O6Ity
Strr ConEyan@
OISC DBbuBcmcnt!
Engrnenng
EnvEnmcnlal Complnne
AlGan Sffigc THunent
Genml Admrn

Total OpcEtng Expen!6

Nct In@me(Loss) F@m Opc€tons

Norcperatrng C6h Infl ov,s/Outim

ADD Non-Trust IntcG3t Inome

LESS Debt SeMe & Other
Bond Oebt Svc (Net Trust ln@me)
Pcnnrcst Loan Dcbt Sw (Nct)
Pwst (DFbuBYLn Advanccs - Net

Total Non-Opentrng Expenses

TEnsf€r to R6lncted Funds

Net Cash Inllffi(OumoE)

Caprtal Prctct Spcndrng

s 11,7m,658
5,124,U4

169
753,758
22,692

13,483,875
5,770,323

166,264
77,383

t 10,,101,'139

5,893,043
488,392
166'2M

f 4,u5

17,O23,143

(918,186)
(1,090.2s7)

(67.931)
(651,4i18)

(1,158,064)

(7,277,7il\
(2,346.586)

(1 3.540.266)

:@

(4,018,725)
(329,703)

(15,476)

s 11,700,658
5,124,U4

159
753,758
22.692

-JJ.W
(1.978,426)
(1,514,301 )

(1 10,564)
(597.7s6)

(356,902)
(37,614)

(7,086,696)
(4,346,928)

(16.039,186)

:@

(749,105)
(329,703)

$ 13,483,875
5,770,n3

166,264
77,38

19,497,845

$ 10,401.139
5,893,043

488,392
166,264
74.!15

-:Lw

(1,978,426)
(1,514,301 )

(1 10,564)
(597,7s6)

(366,9(u)
(37,614)

(7,086,696)
(il,346,9281

(16.039.186)

3:r@

(749,40s)
(329,703)

_______1!,492.!19_

(1,504,515)
(1,627,629'

(298,384)
(817,259)

(1,(x7,i|88)
(271,685)

(7,724,9011

Q,A17,265\

(1 6.1 09.1,11 )

:I:::::@

(837,1 69)
(32s,536)

17,023.183

(1,504,s15) (918,186)
(1,627,6291 (1,090,297)
(298,384) (67,931)
(817,269) (651,4,.8)

(1,s7,488) (1,158,064)
(271,685)

17,724,907) (7,277,7s1
Q,417,265t (2,346,586)

J19I!9II]I JIESI
::@ T--7623T-

(8i'7,169)
(32s,536)

(4,018,726)
(329,703)

(1 5,476)

gl9!I Jl99I S:9II
(214,4261 (244,4261 (262p43' -ll!r!l!ll 

g .....ryr
(244,1261 (244,426\ (262,043)

s (1,674,653) I (1,030,490) $ (1,533,327) $ (1,67/t,653)s (1,030,490) (4,533,327)

LrtoacrdtL|fE | 3020,0@.00

N.tchrtgc | -



($oool

Op.r.ting Rcccipts

Water & Conveyance
Alcosan
Dtsc
Fees
Misc other

Total Operating Recerpts

Opcr.ting Expantq3

Dislribution
WaterTreatment Plant
Water Quality
Semrer Comr€y€nce
DISC Disbursements
Engineering
Environmental Compliance
Alcosan
GeneralAdmin

Totial Operating Expenses

OpGr|ting Incom./(1o33)

Nonop.r.ting Clrh Flowr

LESS Debt Service & Other'
Bond Debt S\rc, Net
Pennvest Debt Svc. Net
Pvest (Drsburs/Ln Reimb -

Totrl Non-Operating Expenses

Transfer to Restricled Funds

Nct C.rh Inflowr/(Outfl owr):

PWSA2018

Actual3 Budgct
TotelJAN JULJUNMARFEB APR MAY AUG SEP OCT NOV DEC

11,701
5,125

0

754

13,546 13,303 13,971 14,187 14,577 14,045 17,355 16,213 16,077 14,090 16,441
5,797 5,693 5,979 6,071 6,238 6,010 7,427 6,938 6,880 6,030 7,03(

0000000000(
187 201 104 708 160 114 234 244 252 259 282
300 77 77 77 77 77 77 77 77 77 7i

1 75,50(
75,22.

3,49{
1 nQl

7ffit 19.830 19.274 20,131 21.043 21,053 20.247 25.093 23.472 23.287 20.456 23.83{ 255.32!

(1,978
(1,514

(111
(598

(

(367
(38

(7,087
I a'l47

(1,4s0)l (1,€3)l (1,sss)l (1,6e2)l (1,68s)l (1,s67)l (2,3s6)l (1,7s1)l (1,€3)l (1,231) (1,131
(1,414) (1,568) (1,852) (1,467) (1,398) (1,sso) (1,503) (1,428) (1,384) (1,313) (1,382
(264) (266) (247) (20s) (21e) (2271 (24s1 (222) (1s4) (203) (1s6
(745) (1,0s0) (1,412) (2,066) (2,110) (2,0ss) (2,237) (2,0741 (1,846) (1,432) (1,071

0000000000(
(807) (1,003) (788) (837) (88e) (1,068) (8s6) (s6s) (861) (840) (864
(408) (331) (237) (335) (348) (3s8) (468) (423) (384) (342) (286

(4,911) (6,e48) (8,32e) (4,860) (6,76s) (6,ss5) (4,s36) (6,8s2) (7,489) (4,768) (6,668
tt 7(Jn\ lt 614\ /r 50r\ lt 1)1\ tt 116\ /a anA\ lt tnA\ lu rro\ /? 7nn\ /r nra\ t^ 

^a

(19,777
(17,773

(2,606
(18,775

(10,184
(3,9s9

(76,6s3
/?a 014

(1 6.039 12.7941 fi5.175\ (19.058) (13.586) (15.632) {18_0661 {14.88iil fi6.314',r fi7.2SOt 112.146} (15659 naa642'

r.u5b 4.u99 r.grJ r,+Jt 5.+zt z.lul 1u.210 /.159 5.cg/ !.310 !.1

(749,
(330,

a

(21,611) (s48) (5s1) (s46) (456) (456) (21,s69) (461) (461) (462\
(326) (326) (326) (326) (326) (326) (326) (326) (326) (326)

0000000000

(463,
(326,

(48,331
(3,911

(

1 079 121 937\ (A74\ 1875) (A71\ 17811 (7A1\ 121 A94\ t7861 (7A7\ l78A\ (7AA' (52.242

(244. (2M) (2M) (244) (244) (244) (244\ (244) (2Ml (2M) (2441 (244j (2,933

z f€t z,udl lsl o,sr +,JJc l,lJJ ltt,Yzvl o,lzo a,uoo t,zla l,aal

Captal Propct Spendrng ll?d-e-2ijl---Ed



PWSA RGvanuca rnd Erpanres
Februtry 2018

(ilodificd Cash B.ri3)

Curent
Month
Actrrl

Cumnt
lronth
Budg.t

Prlor Yaar
ilonth
Acturl

2011
Cumnt
Y.T-D
Acturl

Currnl
Y.T.D

Budqct

Prior Ycrr
Y.T.D
Acturl

OpeEtrng Re@rpb

Watcr & Conveyane Utrlrty
Al@san Utrlrty
Dtsc
Fe€
Mrsc Other

Total Opcntng Rcerpb

OpcEtng ExpeN6

DFtrrbuton
Watd l@trncnt Plant
W.tcr Qu!lrty
SrerConwFn@
OISC OBburcments
Engrneenng
EnuDnmcntal Conplran@
Al@san Serage Tcatrnent
Gcncral Admrn

Total OpeEtng Expcns6

Nct Inomc(Lo$) Fmm OFEEtons

Nocoperatrng Csh Infi o$,s/Outtlm

ADD Non-Trust lntercst ln@me

LESS Ocbt SeMe & Oher
Bond Debt Src (Net Trust In@me)
Pennwst Loan Dcbt Src (Net)
Pwst (OrsbucYln Advances - Net

Total Nocope€tng Expenses

TEnsfer to R6tncted Funds

Net Cash Inflows/(OutfloE)

Caprbl PEJcct Sp€ndrng

$ 9,563,894
5,222,99

(2731
289,168
349.030

-:W

(1,345,1 71 )
(1,807,976)

(23,126'
(624,893)

(603,304)
(15,51 6)

(i],362,793)
(1,406,398)

(10.389.278)

:!::@

(1 1,1 56,326)
(325,430)

---------------:_

(11.491.756)

(244,426)

s 13,546,181
5,796,986

0
1 86,590
300,019

-:W
(1,449,710)
(1,414,2201

(263,538)
(741,7_131

(806,960)
(1O7,892)

(it,91 1,1 99)
(2,795,766)

(12,794,0291

@

(21,61',1,275)
(32s,536)

(21,936,812)

(244,4261

s 8,520,035
3,497,136

23,OU
186,590

38.329

-:W
(978,6m)
(6s5,015)

(54,368)
(8r)2,52r\

(653,7E7)

(1,572,3021
(1,238,590)

(8.955.2r9)

:I::::9@

(9,831,900)
(325,681)
987.957

(9,169,624)

(262,O43)

$ 21,2il,552
10,347,799

(104)
1,Oa2,926

371.122

-99&99
(3,323,597)
(3,92,2r8't

(333,690)
(1,22,U8't

(970,206)
(s3,230)

(1 I,449,490)
(5,753,326)

(n.Q6.16'/.\

:@

(11,915,732)
(655,1 33)

$ 27,030,056 $ 18,921,174
11.557,308 9,390,179

0 511,476
352,854 35?,854
377,102 112,674

39,321,620 29,288.357

(2,9il,225\ (1,926,786)
(3,041,849) (1,f45,U2\
(561,921) (122,2s\

(1,$2,O-'t2' (1,4s3,975)

(1,8tt,i148) (1,811,851)
(579,577)

(12,636,106) (11,850,055)
(5.613,031) (3,585,176)

(28.903.169) 12..495.4A5\

.@ T-i-Joz,e-tz

(22,448,445) (13,850,626)
(651,072) (65s,384)

$ (2,612,133) s (3,869,685) s (390,379) s (3,642,623)

972,481

(12,570.864) (23,099,517) fi3,533,529)

(48r,852) (488,852) (524,085)

$ (8,403,012) 3 (2,065,032)

Crdlt6dicr $ 3q2(D,(trom



($ooo1

Oper.ting Receipts

Water & Conveyance
Alcosan
Drsc
Fees
Misc Other

Total Operating Receipts

Opcrating Expcnsca

Distributron
Water Treatment Plant
Water Qualty
Sewer Conveyance
DISC Disbursements
Engineering
Envronmental Compliance
Alcosan
General Admrn

Total Operating Expenses

Opcr.ting Income/(Losr)

Non-operating Cash Flors

LESS Debt Service & Other
Bond Oebt Svc, Net
Pennvest Debt S\rc, Net
Pvest (Disbursyln Rermb - Net

Tolal Non-Operating Expenses

Transfer to Restricied Funds

NGt Crsh Inflows/(Outfl ows):

Capital Project Spending

PWSA 2018

l- 06'e21)T---T?60'l

13,303 13,971 14,187 14,577 14,045 17,355 16,213 16,077 14,090
5,693 5,979 6,071 6,238 6,010 7,427 6,938 6,880 6,030 7

000000000
201 104 708 160 114 234 244 252 259

(1,s78) (1,
(1,s14)

(111)
(5s8)

0
(367)

(38)
(7,087) (

(1,433) (1,599) (1,692) (1,68s) (1,967) (2,386) (1,7s1) (1,433) (1,231) (1,131
(1,568) (1,852) (1,467) (1,3s8) (1,550) (1,s03) (1,428) (1,384) (1,313) (1,382
(266) (247) (20e) (21e) (227) (24e) (222) (1e4) (203)

(1,0s0) (1,412) (2,066) (2,110) (2,0s5) (2,237) (2,074) (1,846) (1,432) (1,071
000000000

(1,003) (788) (837) (88s) (1,068) (8s6) (e65) (861) (840)
(331) (237) (335) (348) (3s8) (468) (423) (384) (342)

(6,e48) (8,32s) (4,860) (6,76s) (6,es5) (4,s36) (6,8s2) (7,48s) (4,768)

(548) (ss1) (546) (4s6) (4s6) (21,s6s) (461) (461) (462)
(326) (326) (326) (326) (326) (326) (326) (326) (326)

(244) (244) (244) (2441 (244) (244) (2M) (244) (2441



PWSA20t7

(${tw|

Op6r.ting Rccciptg

Water ll Conveyance
Alcosan
DISC
Fees
Misc Oher

Total Operating Receipts

Opcr.ting Erpon3c.

D|stnbution
WaterTreatment Plant
Water Quality
Sanrer Conveyance
DISC Disbursements
ErErneering
Alcosan
General Admin

Total Operatrng Expenses

Opcrating Incomr/(Lors)

Non-opcrating C.3h Flosr3

ADD Interest Income

LESS Debt Service & other
Bond Debt Svc, Net
Pennvsst Debt Svc, Net
Pvest (DisbursyLn Reimb -

Total Non-Operating Expens€s

Transfer to Restricted Funds

Nct Crsh Infi ows/(Outflowr):

Capital Project Spending I- (4?38of-r?'1661

10,401 8,520 9,862 8,934 12,191 10,443 11,785 12,169 10,413 12,527 8,893
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,874 5,943 5,897 5,117
488 23 37 (1) (1) 3 1 (0) (7) (3) (1)
166 187 201 104 708 161 114 254 520 126 24

(e48) (e7s) (1,513) (722) (1,1s6', (1,400) (1,088) (1,601) (1,1s8) (1,615) (1,15s) (1,
(1,0e0) (6s5) (2,176) (844) (1,131) (7s6) (82s) (1,508) (894) (2,093) (84s) (1,

(68) (s4) (138) (11s) (242\ (333) (68) (168) (81) (134) (37) (

(651) (803) (578) (836) (808) (1,107) (848) (e4s) (s50) (1,345) (81s) (

0000000000000000000000
(1,158) (654) (847) (1,320', (1,121) (4s1) (s71) (940) (268) (1,743) (s78) (1

(7,278) (4,572) (6,548) (7,854) (4,s80) (6,160) (6,596) (4,627) (6,4s8) (7,062) (4,4es)

00000000000

(4,01e) (e,832) (3,01e) (3,319) (3,028) (2,934) (3,207) (s,203) (2,701' (3,314) (2,s47) (1,
(330) (326) (300) (327) (328) (327) (330) (324) (327) (325) (3271

(2621 (262) (262) (262) (262) (262) (2621 (262) (262) (262) (262)



FR-XI.3

PWSA Revonur! rnd Expcnlca
M.rch 2018

(Modifi.d C|!h Ba3i3l

Cumnl
Ionih
Act rl

Cumnt
tonth
Budgrt

Prlor Ycrr
Xdth
Astu.l

20ll
Cumnl
Y.T.D
Astual

Curanl
Y-T-D

Budg.t

Prlor Y.rr
Y.T.D
Acturl

OpcEtng Re@pb

Water & Conveyane Utrlrty
Al6an Utlrty
otsc
Fc6
MFc Other

Total OpeEtng Reerpb

OpeEtrng Expenss

Drs'lbuton
Watq Treatrnent Plant
Wattr Ouahty
SmrConwyane
DISC DFbuements
Engrnecnng
Enurcnmental Complnne
Al@san Smge TEabncnt
GeneEl Admrn

Total Opcntrng Expfls6

Net In@me(Loss) Frcm Opc€tons

Noft opcEtrng Cash Infl ore/Outllm

ADD Non-Trust Intecst In@me

LESS Debt SeM@ & Othcr
Eond Oebt Sw (Net Trust In@me)
Pennwst Loan Oebt Src (Net)
PEst(DEbuGYLn Advan@s - Nct

Total NoropeEtng Erpcns6

T6nsfer to R6tr|cted Funds

Net Cah InioG(OutfloE)

Caprlal PrcrEt Spendrng

t 11,421,628
6,396,088

(2,474J
I 37,190
22,37

-ZW

(1,604,s49)
(1,378,711'

(,163,970)
(726,705)

(646,253)
(28,947)

(s,784,8e4)
(1,759,409)

(12,403.it59)

:I::3E@

(112,129)
(300,294)

(1.0/.2.23\

Q11,1m't

I 13,302,515
5,692,711

0
201,194

77,383

-tc4!99-
(1,432,522\
(1,567,956)

(266.165)
(1,090.1 67)

(1,m2,837)
(330,809)

(5,918.3E2)
(2,535,878)

-JlEtI9!t9I:@

(518,063)
(32s,536)

(873.6m)

(24,126'

t 9,862,296
5,914,817

36,503
20't,191
368,991

-L94993-

(1,51 3,314)
(2,175,865)

(137,873)
(577,996)

(u7,2_61

(6,548,279)
(1.621,1 541

(13,421.687)

-SJB6-ZJlt

(3,018,697)
(300,291)

(3.318.991)

(262,043)

$ 35,686,180
16,7i13,887

(2,578)
1,1 80,1 1 6

394,057

54,001,662

(4,928,116)
(4,701,019)

(797,560)
(1.9i19.353)

(1,616,459)
(82,1 75)

(17,2U,374'
(7,522,7351

(38,831.923)

:I:::]@

(12,6s7,861 )
(955,426)

(13.61 3,2Et)

(733,278\

S ,10,332,571

17,260,019
0

55i1.(Xg
45/.,745

t 28,7tr|,470
15,304,997

g7,979
554,(X9
481.664

(3,i!10,100)
(3,921,207)

1fr0,172')
(2,031,971)

(16,869,323)
(955,678)
972,41

_@331- _199l3I!9-

(2,857,285) (2,659,057)
(1,010,386)

(19,sE/r.ir87) (18,398,33s)
(8,148,909) (5,206,330)

-!1ryI J99glr3l
:@ :@

(4,386,748)
(4,609,805)

(828,386)
(2,652,1791

(22,996,508)
(976,609)

(23.973.117) (16,852.520)

(733,278) (786,128)

s (1,732,490) (4,591,297) s (3,038,786) s (5,375,1 1 2) s (12,994,309) $ (5,103,818)

Bdi6: 3 3aoo.(m.m
Nal



($ooo)

Opcnting Rcccipt3

Water & Conveyance
Alcosan
Dtsc
Fees
Misc other

Total Operatrng Receipts

Opcrating Expcnsrs

Drstnbut|on
Water Treatment Plant
Water Quality
Sarer Conveyance
DISC Disbursements
Engineenng
Environmental Compliance
Alcosan
General Admrn

Total Operatrng Expenses

Opcr.ting Incomc/(Lo33)

Non-opcrrting Cash Flowg

LESS. Debt Service & Other
Bond Debt S\rc, Net
Penn\rest Debt S\rc, Net
Pvest (Disbursyln Rermb - Net

Total Non-Operatrng Expenses

Transfer to Restricted Funds

N.t C.sh lnfl ows/(Outflofl sl:

Capital Proiecl Spending

PWSA 2018

Actual3 Forccart
TotalJAN FEE MAR APR MAY AUG NOV DECocrSEPJULJUN

11,701 9,564 14,421
s,12s 5,223 6,39(

0 (0) (2:.

754 289 13i
2a ?da ta

13,971 14,187 14,577 14,045 17,355 16,213 16,077 14,090 16,442
s,979 6,071 6,238 6,010 7,427 6,938 6,880 6,030 7,036

000000000
104 708 160 114 234 244 252 259 282
77 77 77 77 77 77 77 77 77

172,64
75,35t

(3
3,53(
1.09'

17.602 15.425 20.974 20j31 21.043 2'1.053 20.247 25.093 23.472 23.2A7 20.456 23A3t 252 A2

(1,978) (1,34s) (1,60s)
(1,s14) (1,808) (1,37e)
(111) (2231 (464)
(ss8) (625) (727)

000
(367) (603) (646)
(38) (16) (2e)

(7,087) (4,363) (s,78s)
taMT\ t1 dnAl /1 7Aq\

(1,599) (1,692) (1,685) (1,967) (2,386) (1,791) (1,433) (1,231) (1,131
(1,852) (1,467) (1,3s8) (1,550) (1,503) (1,428) (1,384) (1,313) (1,382
(247) (20e) (21s) (227l. (24s) (222) (194) (203) (1s6

(1,412) (2,066) (2,110) (2,0s5) (2,2371 (2,0741 (1,845) (1,€2) (1,071
00000000(

(788) (837) (88e) (1,068) (896) (965) (861) (840) (864
(237) (33s) (348) (3s8) (468) (42s) (384) (3421 (286

(6,280) (4,860) (6,76s) (6,sss) (4,s36) (6,8s2) (7,48s) (4,768) (6,668
lilaA\ t) 1)1\ I? )11\ /? nOA\ 12 rnA\ /2 4,rO\ /1 7nn\ /? nlA\ tArrA

(19,844
(17,978
(2,763

(18,291
(

(s,623
(3,264

(72,891
l1,a 7A

(16.039) (10.389) (12.403 (17.009) (13.586) (15.632) (18.066) (14.883) (16.314) (17.290) (12.146) (15.6s9 (179.417

1,503 5,035 1,57 3,123 7,457 5,421 2,1t1 10,210 7,159 5,997 E.310 t.17t 73.

(74s) (11,166) (742
(330) (32s) (300

nnt
(660) (655) (681) (660) (23,s34) (681) (571) (572) (572
(326) (326) (326) (326) (326) (326) (326) (326) (326.

nnnndnnnt
(41,642

(3,885
I

n.o79t (11.492\ (1.O42 (986) (981) (1.007) (986) (24.259) (1.007) (896) (897) (898 l45.524

(2441 (244) (244 (244) (244) (244) 1244) (244) (2M) (244) (244) (244. (2,933

259 t6./011 'f .dgJ 6,ZJZ a.'t,U C5l tr4.Zg.lt 5.90! a.!56 /.1b! t.g3t 24.1

l-?76.sz1i 7"6151



PWSA2017

$un)

Oper.ting Rcc.ipts

Water & Conveyance
Alcosan
olsc
Fees
Misc Other

Total Operating Receipts

Opor.tlng ExpGn3€E

DEtribution
Water Treatment Plant
Water Quality
Sewer Conveyance
OISC Dsbursements
Engineenng
Alcosan
GeneralAdmin

Total Operatrng Expenses

Opcnting Incofi.e/(Lo33)

Non-op.r.ting C.sh Flows

ADD. Interest Income

LESS Oebt Service & Other
Bond Debt Svc, Net
Pennvesl Debt Svc, Ne{
Pvesl (DisbursYLn Reimb -

Total Non-Operating Expenses

Transfer to Restricted Funds

N.t Ca3h Infl owsr(Outtlow3l:

Capital Project Spending

10,401 8,520 9,862 8,934 12,191 10,.14:) 11,785 12,169 10,413 '12,527 8,893
5,893 3,497 5,915 4,791 4,547 5,376 5,727 6,874 5,94:i 5,897 5,117 4,21

€8 23 37 (1) (1) 3 1 (0) (7) (3) (1)
114 254 520 126 240166 187 201 104 708 161

(e48) (e7s) (1,s13) (722) (1,1s6) (1,400) (1,088) (1,601) (1,1e8) (1,615) (1,15s) (1

(1,0s0) (655) (2,176) (844) (1,131) (796) (829) (1,508) (8s4) (2,0s3) (84s) (1

(68) (54) (138) (115) (242) (333) (68) (168) (81) (134) (37)(68) (54) (138) (115) (242) (333) (68) (168) (81) (134) (37)
(6s1) (803) (578) (836) (808) (1,107) (848) (s45) (s50) (1,346) (81s)

00000000000
(1,158) (654) (u7) (1,320) (1,121' (4sl) (571) (940) (268) (1,743) (578)
(7,278) (4,572) (5,s48) (7,854) (4,s80) (6,160) (6,5e6) (4,627) (6,4s8) (7,062) (4,4es)

00000000000

(4,01s) (s,832) (3,019) (3,31s) (3,028) (2,s34) (3,207) (9,203) (2,701) (3,314) (2,s47) (1,1

(330) (326) (300) (327) (328) (3271 (330) (324' (327) (325) (327)

(262) (262) (262') (262) (262) (2621 (262) (2621 (262) (262) (262)



FR-Xt.3

FUI'SA Rcwnuca rnd Erpanscs
April 201E

(Moditi.d C13h Brtb)

Cumnl
tonth
Aclud

Cumnl
iloirlh
Budoat

Prior Yaar
Honth
Aclual

20tt
Cumnt
Y-T-D
Act!d

Cumnt
Y.T.D

Budsat

Pdor Yxr
Y.T.D
Actud

OpeEtng R@pB

Water & Conwyane Utlty
Al@san Utlrty
Dtsc
FG
Ms Othq

Total OpeEtng R@pts

Ope€tng ExpeG6

DEtnbuton
Water T@tnent Plant
Water Oualily
Sffr Conwyane
DISC OsbuBcmsts
ErErnenrE
Envrrcnmental CompIane
Al@san SdEge Tcatment
GeneGl Adnrn

Total OpcEtrE Expens

Net Inomd(Loss) Frcm Op€EtoN

Norcpe@tr€ C6h Inliws/Oufb/g

ADD NocTrct Inte6t l@mc

LESS OebtSeMe&Other
Eond Debt Sw (Net Trot ln@me)
Pennv6t Loan Debt Src (Net)
Pv6t (DFbucYLn AdvaG - Nct

Totral Non-OpeEtrng Erpcns6

TENfq to R6tncted Funds

Net Cah Inno$(Outllffi)

Caprtal PrcFd SpendrE

$ 12,655,674
5,836,740

117)
345,586

91.469

18.929.452

(1,397,640)
(1,3tt,797)

(16€'72r)
(868,s14)

(961,499)
(103,109)

(6,250,839)
(2.030.691)

(13.169.815)

:I::@

(3s5,107)
(326,9s8)

(683.045)

(214,126)

13,971,330
5,978,925

0
1m,795
77,383

s 8,933,968
4,791,325

(894)
103,795
60.769

13,888,962

(721,78/.'t
(844,334)
(115,349)
(835,870)

(1.320,324)

(7,8s3,882)
(2,958,688)

J,!199s391r
---TiaTrss-t

(3,319,267)
(326,938)

(58,9451

(3.705.150)

(262,0/,3J

$ 48,341,854
22,58,0,627

(2,sss)
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Pittsburgh Water and Sewer Authority's Base Rate Filing

XI. OTHER DATA

XI.4. Provide a copy of the company's most recent operating and capital budgets.

RESPONSE:

Please see attached.
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XI. OTHER DATA

XL5. Provide a schedule that shows the percentage of unaccounted for water for the test

year and 2 prior years. Describe how this amount was determined and explain any steps taken to
reduce unaccounted for water. Provide a similar analvsis of infiltration for wastewater utilities.

RESPONSE:

PWSA has had significant problems with high levels of unaccounted for water and with
sewer infiltration. Estimates for unaccounted for water are in excess of 50%o. PWSA is
developing a plan to accurately meter production, pumping and storage location as part of a
comprehensive non-revenue water reduction plan. PWSA is also developing a plan to reduce

inflow and infiltration. Additional details on the plan will be included in the Compliance Plan.
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XI. OTHER DATA

XI.6. Provide a corporate history (include the dates of original incorporation, subsequent
mergers, or acquisitions, or both). Indicate all counties and cities and other governmental
subdivisions to which service is provided, including service areas outside the state, and the total
population in the area served.

RESPONSE:

Please see attached.
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XI. OTHER DATA

PWSA Corporate History
Published in the Official Statementfor Vf/aler and Sewer System First Lien Revenue Refunding

Bonds, Series C of 2017
Oflicial Statement Dated December 22.2017

The Authority is a body corporate and politic organized and existing under the Act
pursuant to resolution No. 36 of the Council of the City of Pittsburgh (the "City"), duly enacted

on February 6,1984, approved by the Mayor on February 8, 1984, and effective February 16,

1984. The Secretary of the Commonwealth of Pennsylvania approved the Authority's Articles of
Incorporation and issued a Certificate of Incorporation on February 17,1984. Articles of
Amendment were approved and a Certificate of Amendment was issued by the Pennsylvania
Department of State on December I l, 1989, to include, among authorized projects, low head

dams and facilities for generating surplus electric power. Articles of Amendment were approved

and a Certificate of Amendment was issued by the Pennsylvania Department of State on May 9,

2008, to extend the term of existence of the Authority to May 21,2045.

Under its Articles of Incorporation, the Authority is specifically authorized to acquire,

hold, construct, finance, improve, maintain, operate, own and lease, either as lessor or lessee,

projects of the following kinds and character: sewers, sewer systems or parts thereof,
waterworks, water supply works, and water distribution systems, low head dams and facilities for
generating surplus power.

The System provides water to approximately 83,000 customers or 84Yo of the total
population in the geographic boundaries of the City. The Authority provides wastewater
collection and transmission service to almost the entire City, estimated at 306,000 residents. The

System does not include wastewater treatment facilities; such facilities are the responsibility of
Allegheny County Sanitary Authority ("ALCOSAN"), u separate and distinct legal entity.

The Authority operates and maintains a I l7 million gallon per day (MGD) rapid sand

type treatment plant, a 26 MGD microfiltration plant, approximately 1,000 miles of water mains,

over 25,000 valves and fire hydrants, 1 raw water pump station, l0 finished water pump stations,

4 in-ground reservoirs, l3 storage tanks, approximately 1,220 miles of sanitary, storm and

combined sewers, 29,000 manholes, 27,000 catch basins and inlets, 38 combined sewer overflow
outfalls, 185 storm outfalls, and four wastewater pump stations.


