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I. INTRODUCTION  1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.  2 

A. My name is Harold J. Smith and my business address is 5619 DTC Parkway Suite 850 3 

Greenwood Village, CO 80111. 4 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN THIS PROCEEDING? 5 

A. Yes, I submitted direct testimony sponsoring Pittsburgh Water and Sewer Authority’s 6 

(“PWSA” or the “Authority”) class cost of service study (“CCOSS”). The primary 7 

purpose of my direct testimony was to describe the principles, methodology, and data 8 

utilized in PWSA’s CCOSS (the “Original CCOSS”). 9 

Q. WHAT IS THE PURPOSE OF THIS SUPPLEMENTAL TESTIMONY? 10 

A. The purpose of this testimony is: (1) to present a revised CCOSS and proposed rates 11 

consistent with the direction provided by the Commission in its March 26, 2020 Order 12 

regarding PWSA’s Stage 1 Compliance Plan;1 and, (2) to correct some errors in the 13 

CCOSS model that have come to light during the discovery process. 14 

II. STAGE 1 COMPLIANCE PLAN ORDER 15 

Q. WHICH ISSUES ADDRESSED IN THE STAGE 1 COMPLIANCE PLAN ORDER 16 
HAVE NECESSITATED THE REVISIONS TO PWSA’S ORIGINALLY 17 
SUBMITTED COSS AND PROPOSED RATES? 18 

A. In the Stage 1 Compliance Plan Order, the Commission addressed three issues related to 19 

payments from the City of Pittsburgh (“City”) to PWSA: (1) usage for metered 20 

properties; (2) a flat fee for unmetered properties; and, (3) costs to install meters.2  As 21 

discussed in PWSA’s April 10, 2020 Petition for Reconsideration, Clarification and/or 22 

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

– Stage 1, Docket Nos. M-2018-2640802 and M-2018-2640803 (Order entered March 26, 2020) (“Stage 1 
Compliance Plan Order”). 

2  Stage 1 Compliance Plan Order at 32. 
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Amendment of the Stage 1 Compliance Plan Order, specific rates were not identified or 1 

approved because the Stage 1 Compliance Plan proceeding was not designed to deal with 2 

rate issues, nor was it a Section 507 review of either the historical or recently negotiated 3 

cooperation agreement between PWSA and the City.  Nevertheless, PWSA is presenting 4 

a series of proposals here that comply with the directives in the Stage 1 Compliance Plan 5 

Order. 6 

(A) Billing Usage for City Metered Properties 7 

Q. HOW DID THE ORIGINAL CCOSS PROPOSE TO DEAL WITH CHARGING 8 
THE CITY FOR USAGE FOR METERED PROPERTIES? 9 

A. In the rate proposal filed with my original testimony, the City of Pittsburgh accounts 10 

were to be charged the rates developed for the Commercial class but the bills were to be 11 

calculated based on a phase-in factor increasing by 20% as set forth in the 2019 12 

Cooperation Agreement.3   The 2019 City Cooperation Agreement stipulates that the 13 

rates charged to the City will be phased in over a five year period such that the full rate 14 

charged will not recover the full cost of service until 2024.4  The decision to tie the City 15 

bills to the Commercial rate was made due to the fact that many of the City’s accounts 16 

are unmetered, there is very little data available relating to the way in which the City 17 

demands service and therefore it was not possible to develop accurate cost of service 18 

rates for the City.   19 

                                                 
3  See PWSA Exhibit JAQ-1, Page No. 8.  The Supplemental Direct Testimony of Debbie Lestitian provides 

more information about the 2019 Cooperation Agreement and the current status of the docket.   
4  See Section 5.2 of the 2019 City Cooperation Agreement, PWSA Exh. DML-1. 
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Q. WHAT DIRECTION WAS PROVIDED BY THE COMMISSION ON THIS ISSUE 1 
IN THE STAGE 1 COMPLIANCE PLAN ORDER? 2 

A. While the Commission did not direct any specific rate to be charged by PWSA to the City 3 

for usage at metered properties, the Commission made clear that PWSA could not issue 4 

“anything less than bills based on full metered rates once meters are installed.”  The 5 

Commission also suggested that PWSA could identify a separate class of customers 6 

encompassing the City and develop appropriate ratemaking treatment for the City that 7 

could gradually eliminate the prior situation whereby the City was not paying for any 8 

usage.  Specifically, the Commission recognized that additional factors such as the 9 

principles of gradualism, equity and fairness could be considered in setting the rate for 10 

the City in the context of a rate case.5 11 

Q. IN CONSIDERATION OF THE STAGE 1 COMPLIANCE PLAN ORDER, IS 12 
PWSA PROPOSING TO REVISE ITS ORIGINAL PROPOSAL REGARDING 13 
THE BILLING FOR CITY USAGE? 14 

A. Yes.  In response to the Stage 1 Compliance Plan Order, PWSA is proposing to create a 15 

new rate for City customers (i.e. “Municipal”) and to charge 100% of that rate.6  The 16 

newly developed Municipal rate is cost of service based but then reduced to a reasonable 17 

level to mitigate rate shock to the City by applying the ratemaking principles of 18 

gradualism.  In the Stage 1 Compliance Plan Order the Commission recognized that these 19 

principles could be applied to establish a separate tariffed rate for a Municipal class.7  20 

                                                 
5  Stage 1 Compliance Plan Order at 62. 
6  As discussed in the Supplemental Testimony of Julie Quigley, PWSA is proposing a new definition for the 

Municipal class which will apply only to the City.  This is because PWSA’s other municipal entities are 
served either through the Industrial Class or through Sales for Resale arrangements. 

7  Stage 1 Compliance Plan Order at 62. 



PWSA St. No. 7-SD 
As revised due to passage of Act 70 

4 
{L0879510.4} 

Q. WHY IS IT APPROPRIATE TO SET THE MUNICIPAL RATE AT A LEVEL 1 
THAT IS LESS THAN THE FULL COST OF SERVICE FOR THIS CLASS? 2 

A. While, as counsel has informed me, the rates for individual classes of customers should 3 

be based on the cost to serve them it is also appropriate to consider other factors, such as 4 

gradualism and the effect of the rates on the customer class when determining the 5 

appropriate level.  In light of the history of the relationship of the City and PWSA, the 6 

fact that, up until recently, PWSA not only did not charge the City for water service but 7 

did not even meter the majority of properties, the Authority believes that a rate that 8 

gradually phases in to charging full cost of service is appropriate.  Because the City and 9 

PWSA had previously negotiated just such a reasonable phase-in, PWSA is proposing to 10 

utilize the same phase in for the Municipal  rate’s movement to full cost of service.  As 11 

such, and as described above, PWSA is proposing a FY 2021 rate that reflects 40% of the 12 

full cost of service for this class (comprised solely of the City and City-affiliated 13 

locations), moving to 60% in FY2022.  We anticipate that PWSA will propose a rate that 14 

moves closer to full cost of service in its next rate case.  15 

Q. HOW DOES THIS COMPLY WITH THE PUC’S STAGE 1 COMPLIANCE 16 
PLAN ORDER? 17 

A. The Order directed that the City be charged 100% of the applicable rate; under this 18 

proposal that directive is satisfied because we are proposing a new Municipal rate and 19 

PWSA would issue bills to the City charging 100% of the new Municipal rate.  There 20 

would be no phase-in or discounting of the newly tariffed Municipal rate.  21 
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(B) Charging the City for Unmetered Properties 1 

Q. HOW DID THE ORIGINAL CCOSS PROPOSE TO DEAL WITH CHARGING 2 
THE CITY FOR UNMETERED PROPERTIES? 3 

A.  The original rate proposal did not include a flat rate for unmetered City-owned building 4 

and property accounts because according to the 2019 City Cooperation Agreement, 5 

PWSA was not to assess a charge to unmetered City accounts until 2024.   6 

Q. WHAT DIRECTION WAS PROVIDED BY THE COMMISSION ON THIS ISSUE 7 
IN THE STAGE 1 COMPLIANCE PLAN ORDER? 8 

A. The Stage 1 Compliance Plan Order directed the implementation of a flat rate in PWSA’s 9 

tariff for unmetered City-owned buildings and properties.8 10 

Q. IN CONSIDERATION OF THE STAGE 1 COMPLIANCE PLAN ORDER, IS 11 
PWSA PROPOSING TO REVISE ITS ORIGINAL PROPOSAL REGARDING 12 
THE BILLING FOR CITY USAGE? 13 

A. Yes, we have calculated a separate set of flat rates, based on premises type, for unmetered 14 

accounts for the newly created Municipal class.9 15 

Q. HOW IS THE FLAT RATE CALCULATED? 16 

A. Flat rates were calculated by developing assumed meter size and usage characteristics for 17 

each unmetered property by property type. Raftelis was provided available information 18 

on metered and unmetered properties from PWSA. Using customer information system 19 

and GIS data, as well as information related to the City metering program, Raftelis 20 

compiled a preliminary list of unmetered properties. Next, Raftelis reviewed each of 21 

these properties to determine the use of the property and to confirm whether the property 22 

may be “billable” (i.e. razed or abandoned structures were not assumed to be “billable”). 23 

                                                 
8  Stage 1 Compliance Plan Order at 61. 
9  This new rate would be applied to the new Municipal class only which is exclusively comprised of City of 

Pittsburgh buildings and properties.  PWSA’s currently effective tariff already includes rates for unmetered 
service for the Residential and Commercial Classes.  See Part I, Section A.1 of PWSA Water Tariff at 
Original Page 9. 
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The resulting list of “billable” unmetered City properties were categorized by type. In 1 

order to estimate a meter size and assumed usage to develop an appropriate flat rate, 2 

Raftelis categorized metered City connections into the same seven categories. The 3 

average data from the metered customers were used as a proxy for unmetered customers, 4 

similar to the development of residential and commercial flat (unmetered) rates. These 5 

units of service, shown in the table below, were integrated into the COSS in a similar 6 

manner to the other customer classes. Ultimately the flat charges were calculated using 7 

the assigned base and assumed volume for each category of unmetered City property. 8 

 9 

Category Number of 
Connections 

Assumed 
Meter Size 

Assumed 
Monthly Use 

EMS / Fire / Police Station 9 5/8" 11 kgal 
Public Park or Playground 39 2" 75 kgal 
Swimming Pool 10 1 1/2" 32 kgal 
Municipal Building  4 5/8" 3 kgal 
Municipal Garage 4 5/8" 6 kgal 
Rec Center 2 2" 155 kgal 
Other 11 1" 21 kgal 
Total 79   

Q. WHAT ARE THE SPECIFIC FLAT RATES BEING PROPOSED? 10 

A. The proposed flat rate charges for the FPFTY and FY2022 are as follows.  It is important 11 

to note that the application of gradualism was incorporated into the municipal unmetered 12 

flat rates just as it was with the municipal metered rates.   13 

Category 2021 2022 
EMS / Fire / Police Station  $     65.44   $   103.14  
Public Park or Playground       446.47        703.66  
Swimming Pool       198.00        312.08  
Municipal Building          21.68          34.18  
Municipal Garage         38.09          60.04  
Rec Center       884.07     1,393.26  
Other       126.75        199.77  

 14 
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(C) PWSA Payment Of The Costs to Install Meters On City Properties 1 

Q. HOW DID THE ORIGINAL CCOSS PROPOSE TO ADDRESS THE COSTS TO 2 
INSTALL METERS ON CITY OWNED PROPERTIES? 3 

A. The 2019 City Cooperation Agreement requires that the cost of the meter and meter vault 4 

installation for City owned properties and buildings shall be shared equally by PWSA 5 

and the City.  The original CCOSS includes approximately $90,000 annually under 6 

miscellaneous revenue which would have accounted for any revenue received from the 7 

City for meter installation.  PWSA’s expense for installing the meters is captured in the 8 

capital budget which includes costs to install all meters and is not broken down by meter 9 

ownership (i.e. whether it is owned by the City or not).   10 

Q. WHAT DIRECTION WAS PROVIDED BY THE COMMISSION ON THIS ISSUE 11 
IN THE STAGE 1 COMPLIANCE PLAN ORDER? 12 

A. The Commission disagreed with a 50/50 cost sharing arrangement for City-owned 13 

properties and buildings and directed that PWSA take the necessary steps of reordering 14 

its relationship with the City by being responsible for 100% of the cost of meter 15 

installation, just as it is for other customers.10    16 

Q. IN CONSIDERATION OF THE STAGE 1 COMPLIANCE PLAN ORDER, IS 17 
PWSA PROPOSING TO REVISE ITS ORIGINAL PROPOSAL REGARDING 18 
THE COSTS TO INSTALL CITY METERS? 19 

A. PWSA will revise its Tariff to make clear that it will be responsible for 100% of the cost 20 

of installing meters for the Municipal Class in the same manner as it is for other 21 

customers.  To be clear, while PWSA”s Tariff makes it responsible for the cost of meter 22 

installation for a new customer, the cost of modifying plumbing or other aspects of the 23 

customer’s premises are not PWSA’s responsibility.  PWSA will follow that same policy 24 

                                                 
10  Stage 1 Compliance Plan Order at 40. 
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when it comes to the new Municipal class.  As to costs and revenues in PWSA’s revenue 1 

requirement, revisions were not deemed necessary.  On the revenue side, receiving less 2 

than the allocated $90,000 annually could be absorbed by PWSA.  On the expense side, 3 

PWSA’s costs are captured in the capital budget and PWSA anticipates the budget is 4 

sufficient to capture any increased costs due to PWSA paying the full costs of the City’s 5 

meter installation. 6 

III. OTHER CHANGES TO THE CCOSS & SUPPLEMENTAL SCHEDULES 7 

Q. HAVE OTHER WHAT BEEN MADE TO THE CCOSS MODEL? 8 

A. Yes, in addition to the above, the following changes have been made to the model: 9 

1. Implementation of a Distribution System Improvement Charge (DSIC) for fire 10 

hydrants; 11 

2. Correction of a cell reference error that resulted in an incorrect value for the 12 

Municipal unmetered units of service; 13 

3. Correction of a modeling error that resulted in an incorrect value for the system-wide 14 

Max Day to Average Day of Max Month ratio; and 15 

4. Correction of a modeling error that resulted in an incorrect allocation of foregone 16 

wastewater revenue resulting from PWSA’s Bill Discount Program (BDP). 17 

Q.  WHY HAVE THESE ADDITIONAL CHANGES BEEN MADE? 18 

A. All of them were inadvertent errors we uncovered during the discovery process. 19 

Q. ARE YOU SUBMITTING SCHEDULES WITH THIS SUPPLEMENTAL 20 
TESTIMONY? 21 

A. Yes, Schedules HJS-12W, 14W-16W, and 19W-21W, which show the proposed water 22 

rates resulting from the new CCOSS and the estimated impact of those proposed rates on 23 

customer bills.  Schedules HJS-11WW, 13WW-14WW, 16WW and 18WW-20WW show 24 
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the proposed wastewater conveyance rates resulting from the new CCOSS and the 1 

estimated impact of those proposed rates on customer bills. Additionally, an electronic 2 

version of the new CCOSS model will be made available to all parties. 3 

Q. ARE OTHER PWSA WITNESSES SUBMITTING SUPPLEMENTAL 4 
TESTIMONY IN SUPPORT OF THESE REVISIONS? 5 

A. Yes. Debbie Lestitian is providing more detail about the 2019 City Cooperation 6 

Agreement and Julie Quigley is providing more detail about the customer impacts 7 

resulting from these revisions.  Other PWSA witnesses are providing testimony related to 8 

COVID-19 and PWSA’s lead infrastructure plan, but no changes have been made to the 9 

CCOSS related to any of these issues. 10 

Q. MR. SMITH, DOES THAT CONCLUDE YOUR TESTIMONY? 11 

A. Yes; however, I do reserve the right to supplement this testimony as may be appropriate. 12 
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VERIFICATION 

I, Harold J. Smith, hereby state that: (1) I am a Vice President of Raftelis Financial 

Consultants, Inc.; (2) I have been retained by The Pittsburgh Water and Sewer Authority 

(“PWSA”) and am authority to present testimony on its behalf; (3) the facts set forth in my 

testimony are true and correct (or are true and correct to the best of my knowledge, information 

and belief); and, (4) I expect to be able to prove the same at a hearing held in this matter.  I 

understand that the statements herein are made subject to the penalties of 18 Pa. C.S. § 4904 

(relating to unsworn falsification to authorities). 

Dated: Harold J. Smith, Vice President 
Raftelis Financial Consultants, Inc. 

May 15, 2020
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