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Background 
 

Pittsburgh Water (formerly known as Pittsburgh Water and Sewer Authority or 
PWSA) is a municipal authority headquartered in Pittsburgh, Pennsylvania.  Pittsburgh 
Water manages and operates the distribution of drinking water, the conveyance of 
wastewater, and the management of stormwater systems.  It serves more than 465,000 
people throughout Allegheny County.  Organized by the City of Pittsburgh on February 
16, 1984, Pittsburgh Water was a non-regulated entity operating under Pennsylvania’s 
Municipal Authorities Act of 1945 until Governor Wolf signed Act 65 of 2017.  Act 65 
amended the Public Utility Code and gave the Pennsylvania Public Utility Commission 
(PUC or Commission) regulatory jurisdiction over Pittsburgh Water effective April 1, 2018.  

By Order entered December 3, 2020, at Docket No. R-2020-3017951, the PUC 
approved Pittsburgh Water’s Joint Petition for Settlement of new rates to become effective 
for service rendered on and after January 14, 2021.  This Settlement also authorized 
Pittsburgh Water to establish and implement a Distribution System Improvement Charge 
(DSIC).  

According to Pittsburgh Water’s annual reports filed with the Commission for the 
years 2024 and 2023, total operating revenues from water customers were $160,297,365 
and $135,054,586; respectively. 
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Independent Auditor’s Report 

to the Pennsylvania Public Utility Commission 
 
Opinion 
 
We have audited Pittsburgh Water’s Statements of Water Distribution System 
Improvement Charge Over/Under Collections for the 12-month periods ended December 
31, 2024 and December 31, 2023. 
 
In our opinion, the accompanying financial statements present fairly, in all material 
respects, the financial position of Pittsburgh Water’s Statements of Water Distribution 
System Improvement Charge Over/Under Collections for the 12-month periods ended 
December 31, 2024 and December 31, 2023 and the results of its operations for the years 
then ended in accordance with accounting principles generally accepted in the United 
States of America and the requirements of the Pennsylvania Public Utility Commission. 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America (GAAS).  Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of the Financial Statements 
section of our report.  We are required to be independent of Pittsburgh Water and to meet 
our other ethical responsibilities in accordance with the relevant ethical requirements 
relating to our audits.  We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with accounting principles generally accepted in the United 
States of America, and for 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. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinion.  Reasonable assurance is a high level 
of assurance but is not absolute assurance and therefore is not a guarantee that an audit 
conducted in accordance with GAAS will always detect a material misstatement when it 
exists.  The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional 
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Pittsburgh Water - Water 
Distribution System Improvement Charge1(DSIC) 

Over/(Under) Collections (Section 1307(e)) 
for the 12 months ended December 31, 20242 

       
 
Month 

 DSIC 
Revenue 

 DSIC 
Costs 

 Over/(Under) 
Collections 

  (1)  (2)  (3) = (1) – (2) 
       

January 2024  $      481,035  $      323,266            $    157,769  
       
February  522,388  239,458            282,930  
       
March  533,828  498,300               35,528  
       
April  576,806  850,216           (273,410) 
       
May  591,687  1,112,702          (521,015) 
       
June  652,370  1,667,481        (1,015,111) 
       
July  712,008  1,177,887          (465,879) 
       
August  738,451  97,566           640,885  
       
September  729,425  861,770  (132,345) 
       
October  679,325  0           679,325  
       
November  610,055  0            610,055  
       
December 2024  572,069  0           572,069  
       
   Total  $   7,399,447  $   6,828,646     $    570,801  

 
1 As reported to the Commission at Docket No. M-2025-3053109.  Arithmetic differences are due to rounding.  
2 Notes to the Financial Statements are an integral part of this report.   
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Pittsburgh Water -  Water 
Distribution System Improvement Charge3(DSIC) 

Over/(Under) Collections (Section 1307(e)) 
for the 12 months ended December 31, 20234 

       
 
Month 

 DSIC 
Revenue 

 DSIC 
Costs 

 Over/(Under) 
Collections 

  (1)  (2)  (3) = (1) – (2) 
       
January 2023  $      483,389  $      829,008          $    (345,619) 
       
February  460,009  379,410               80,599  
       
March  472,245  579,995  (107,749) 
       
April  464,327  512,364  (48,038) 
       
May  504,630  427,185               77,445  
       
June  503,683  809,480             (305,797) 
       
July  586,138  459,638             126,500  
       
August  541,002  1,455,589  (914,586) 
       
September  589,666  434,678             154,987  
       
October  557,275  165,909             391,366  
       
November  514,411  0             514,411  
       
December 2023  490,428  0             490,428  
       
   Total  $   6,167,204  $   6,053,257      $     113,948  

 
3 As reported to the Commission at Docket No. M-2024-3045575.  Arithmetic differences are due to rounding. 
4 Notes to the Financial Statements are an integral part of this report.   
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Notes to the Financial Statements 
 
1 – Statements  
 

The Water Distribution System Improvement Charge (DSIC) Over/(Under) Collections 
presented in this report are condensed from the officially filed statements.  The audit 
was conducted on Pittsburgh Water’s officially filed 1307(e) statements submitted to 
the PUC in accordance with Section 1307(e)(1) of the Public Utility Code on January 
28, 2025 and March 28, 2024.  The statements are available on the PUC’s website 
(http://www.puc.pa.gov) at Docket Nos. M-2025-3053109 and M-2024-3045575. 
 

2 – DSIC Revenue  
 

DSIC Revenue is derived by multiplying the applicable DSIC rate, excluding the 
E-Factor, by the total amount billed to each customer (except for Public Fire Protection 
customers) for distribution services. 
 

3 – DSIC Costs 
 

DSIC Costs are amounts incurred to purchase and install eligible property and 
associated financing costs, if any, including debt service, debt service coverage, and 
issuance costs.  Reported costs are capped at 5% of total projected quarterly 
revenues at the end of the calendar year.  For months where $0 was reported in costs, 
Pittsburgh Water had expended the 5% cap and therefore no further costs were 
eligible for recovery. 
 

4 – Over/(Under) Collections 
 

The Over/(Under) Collection is the difference between the DSIC Revenue and the 
DSIC Costs.  The resulting amount represents the portion of DSIC Revenue 
refundable to or DSIC Costs recoverable from customers through subsequent DSIC 
rates.  Differences arise for two primary reasons: 
 

• Variations between the actual revenue billed to customers and the projected 
revenue used to determine the DSIC; and, 
 

• Variations between the actual recoverable costs and projected recoverable 
costs used to determine the DSIC. 

http://www.puc.pa.gov/
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Disposition of Prior Audit Findings 
 
The previous audit of Pittsburgh Water’s Statements of Water Distribution System 

Improvement Charge Over/Under Collections for the 12-month periods ended December 
31, 2022 and December 31, 2021 at Docket No. D-2023-3039500 disclosed the following 
findings: 
 
Finding No. 1 – PWSA overstated DSIC revenue in December 2021.  
 
Recommendation: 
 

We recommended that PWSA make an adjustment to recoup $38,929 through the 
E-Factor in its next DSIC rate filing.  We further recommended that PWSA institute 
appropriately designed and effectively functioning controls to prevent, detect, and correct 
errors in the DSIC filings. 
 
Disposition:  
 
 Pittsburgh Water recouped $38,929 from its customers over two quarters through 
the DSIC rates that became effective October 1, 2024 at Docket Number M-2024-
3051260 and January 1, 2025 at Docket Number M-2024-3052608.  In addition, 
Pittsburgh Water now reports actual revenue instead of estimated revenue to avoid this 
type of error in the future. 
 
  
Finding No. 2 – PWSA improperly reported DSIC-eligible expenses.  
      
Recommendation:   
  

We recommended that PWSA develop procedures and internal controls for 
ensuring proper and accurate tracking and reporting of DSIC-eligible expenses.   

 
Disposition:  
 
 Pittsburgh Water states their Capital Improvement Planning Team currently has 
procedures and tracking in place to avoid invoice duplication and to record eligible 
expenditures in the appropriate months along with documentation to support those 
calculations.   
 
 
Finding No. 3 – PWSA does not maintain a regulatory asset account. 
 
Recommendation: 
 

We recommended that PWSA use a regulatory asset account to record DSIC 
deferrals.  We further recommended that PWSA institute appropriately designed and  
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Disposition of Prior Audit Findings (continued) 
 

effectively functioning controls to ensure proper regulatory accounting principles are used 
in recording transactions and reporting to regulators.   
 
Disposition:  
 

We continue to recommend that Pittsburgh Water use a regulatory asset account 
to record DSIC deferrals.  We continue to recommend that Pittsburgh Water institute 
appropriately designed and effectively functioning controls to ensure proper regulatory 
accounting principles are used in recording transactions and reporting to regulators.  
Please see Current Audit Finding. 
 
 

Current Audit Finding 
 
Finding – Pittsburgh Water does not maintain a regulatory asset account. 
 

The DSIC is a regulatory approved recovery mechanism and, as such, permits a 
utility to use a regulatory asset account to record deferrals.  Pittsburgh Water does not 
use a regulatory asset account to track its DSIC E-Factor, which is the mechanism used 
to refund overcollections (revenue in excess of expenses) to ratepayers or recover 
undercollections (expenses in excess of revenue) from ratepayers.   
 

According to Pittsburgh Water’s accounting department, the DSIC revenue and 
expenditure accounts for the year are closed to a retainer account (Retained Earnings) 
rather than a regulatory asset and/or regulatory liability account.  Because the difference 
between surcharge revenue and expenditure is either refunded to or recovered from 
ratepayers, it does not belong in a Pittsburgh Water equity account.  This is improper 
regulatory accounting, and it can result in misstated retained earnings.  Moreover, 
improper accounting can complicate the proper and accurate calculation of the quarterly 
DSIC rate adjustment and annual roll-in of the E-Factor component leading to further 
misstatements and/or improper collection. 
 
Recommendations: 

 
We recommend that Pittsburgh Water use a regulatory asset account to record 

DSIC deferrals.  We further recommend that Pittsburgh Water institute appropriately 
designed and effectively functioning controls to ensure proper regulatory accounting 
principles are used in recording transactions and reporting to regulators. 


