PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in
the City of Charleston on the 13" day of January 2016.

CASE NQO. 15-1338-PSD-42R-PC

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT,

a public corporation.
Rate Filing with rates in effect subject to refund and Petition
for consent and approval to transfer funds from the District's
capital improvement fee account.

COMMISSION ORDER

On July 8, 2015, the Jefferson County Public Service District (JCPSD) filed a
notice of intent to file a general rate case. On August 13, 2013, the JCPSD filed a Rule
42R application to increase its sewer rates and charges by approximately 13.5 percent,
effective on the date of filing (Application). The JCPSD filing stated that the increased
rates will result in an annual increase in revenues of $339,501, and would become
effective on August 13, 2015, subject to refund. The JCPSD also requested an increase in
the amount of its Capital Improvement Fee (CIF) from $1,127 per equivalent dwelling
unit (EDU), to $4,832 per EDU. The new CIF retains the $1,127 per EDU that is passed
through to Charles Town, adds Ranson’s CIF of $1,625 per EDU, and includes $2,080
per EDU for JCPSD use in paying for future projects that will benefit growth. The
JCPSD filing states its CIF results in an annual increase in CIF revenues of $137,280. In
addition, the JCPSD included in its tariff a Capacity Assurance Fee (CAF) in the same
amount as its CIF.

The Commission has issued a procedural schedule requiring pre-filed testimony of
all parties. The testimony of Staff is due on March 30, 2016. A public hearing has been
set for April 27, 2016.

There has been a request for the public release of a memorandum prepared by Jim
Weimer, Staff Engineer, in this case, that has been prepared as a final recommendation
but not filed. It has also come to the attention of the Commission that at least one of the
parties to this proceeding is aware of the existence of the memorandum and, at least
generally, the contents and conclusions arrived therein.

The Commission further understands that Mr. Weimer is no longer assigned to this
case so presumably the testimony of an engineer other than Mr. Weimer will be filed in
March. The Commission acknowledges that this is an unusual situation but believes that




the fair thing to do, under these circumstances, is to release the document and ensure that
all parties to this proceeding are aware of its contents.

In taking this action, the Commission is not making a substantive ruling' on the
future admissibility, relevance or probative value of the memorandum. Accordingly, this
Order, with the memorandum attached, will be mailed to each party to this proceeding.

ORDER

I IT IS THEREFORE ORDERED that the Executive Secretary of the Commission
serve a copy of this Order with the attached above-referenced memorandum, by
electronic service on all parties of record who have filed an e-service agreement, on other
parties by United States First Class Mail and on Staff by hand delivery.

A True Copy, Teste,
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Executive Secretary
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Attachment

PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

INITIAL AND FINAL STAFF INTERNAL MEMORANDUM

DATE: November 16, 2015

TO: Ron Robertson , Staff Attorney
Legal Division

FROM:; Jim Weimer, P.E. Engineer I1
Engineering Division

SUBIJECT:  15-1338-PSD-42R-PC
Jefferson County Public Service

On August 13, 2015, the Jefferson County Public Service District
(District) filed a request with the Commission for an updated tariff to support needed
improvements and meet current operating costs. The filing also included a request for
approval of a Capital Improvement Fee (CIF) to support a planned project. The
Engineering fees for the design of the project were included in the proposed new tariff.
The filing also noted that the new tariff rate increase of 13.5% included the first year
funding Tor the working capital reserve requirement mandated by SB 234 and
increased contributions to the Renewal and Replacement reserve fund. The District
noted that the Public Service Commission {Commission) has set a process whereby
rates set by the District to fund the capital reserve account will stay in effect for a two
year period anticipating draws made on the account during the initial year. However,
the District requested that the Commission allow the District to prefund the account
with two annual $75,000 transfers from the existing CIF account to the new capital
reserve account. Without the transfers, the District noted the rate increase already in
effect would have to increase to 14.8% to fund the account in one year The tariff which
supports the new capital reserve account contributions has already been implemented
by the District, subject to refund, with the new authority granted the District in SB
234.

The District also noted that the Infrastructure and Jobs Development
Council (IJDC) had already issued a funding recommendation for the Districts
proposed new sewer transmission project. In order to expedite the project design, the
District was pursuing funds in the amount of $660,000 from private sources. The rates
implemented were stated to be sufficient to fund the loan repayments, The District
stated that it anticipated that a Certificate project would be submitted to the
Commission by September 30, 2015 and project funding will require an additional 4%
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rate increase. The District anticipated that the new project construction would be
completed by Septemnber 2017.

The new CIF proposed by the District in support of future system
expansion beyond the proposed project would be $4832 per Equivalent Domestic
Usage (EDU) which includes the current CIF paid to the City of Charles Town of
51127 per EDU, a new EDU to be paid to Ranson for use of its Flowing Springs lift
station of $1625 per EDU with the remaining $2080 per EDU to be used for future
projects supporting growth, According to the filing, the proposed sewer project
supporting growth was reduced in cost by $3.8 million by utilizing the Ranson lift
station which required a new charge of $1625 per EDU for flows into the station. The
filing stated that the District was reinstituting its Capacity Assurance Fee (CAF) in the
same amount as its CIF.

The District serves approximately 2344 residential sewer customers and
185 commercial, industrial and public authority customers in Jefferson County from an
office located in the Burr Bardane Industrial Park located approximately 4 miles east
of the City of Charles Town. The most recent Annual Report shows that residential
customers pay an average monthly bill of $62.75 with an average monthly
consumption of approximately 3900 gallons. Customer growth in the District was
stated in the District’s filing to be at 2% annually. However, actual growth is
somewhat larger with most growth occurring within the last three years.

On October 6, 2015 Staff visited the District to review District
operations. The District operates 28 sewage lift stations in areas surrounding the Cities
of Ranson and Charles Town West Virginia. All sewage generated within the District
is transported to the Charles Town for treatinent. The District currently utilizes the
farge Ranson Flowing Springs lift station to transport the bulk of its sewage to Charles
Town. The Ranson station was placed in service in 2005 to allow the Districts
Breckenridge station fo pump larger quantities and to accept new flows from
developing areas in Ranson along the new Route 9 corridor. The station was
constructed by a developer consortium , the West End Developers, to serve large
proposed new housing and commercial areas along Route 9. The Ranson station is
currently operating at 16% of capacity.

SYSTEM INFORMATION

All of the District’s lift stations arc in reasonably good condition. The
wel wells at most stations were clean, some with grease build up and all were equipped
with an omnisite alarm caller to alert the field Staff when a problem arose. Exhibit 1
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shows cach of the stations in the District’s numerical order used to identify each
station. Two of the stations utilize bioxide injection to reduce odors at downstream
stations and gravity sewers. The amount of the bioxide nceded varies with flow
conditions. According to the District’s filing the cost of bioxide is nearly $44,000
annually. In addition, during the Staff review it was noted that three of the 1i{l stations
were operating without the required two pumps. According to discussions with the
District, all three of those pumps are being repaired and will be reinstalled when the
repairs are completed. Staff inquired if the District believed that it needed a short term
loan to cover repair costs or for new pumps for the [ift stations, however, the District
indicated that it believed it had sufficient funds to cover ongoing repaits.

A summary of the pump station related costs for the 2014 reporting year
showed that the District spent $39,611 on power for the 28 stations, $9700 in fuel
costs, nearly $39,000 in chemical costs, $11,600 for station monitoring, alarming and
electronic trouble notification, $13,150 for electrical and generator maintenance,
$6200 for pump replacements, $26,600 for pump station repairs and supplies,
$343,000 on pumps station relining and upgrades and $26,500 on pump station trash
and grease removal using a local scwage pumping firm. A variety of other small
maintenance costs were also incurred for the pump stations as well as $76,600 in
District labor cost. The total annual cost for all twenty eight (28) stations was
$991,548. If the cost of the new station is excluded, an annual repair and operating cost
would be approximately $658,400. The stations are visited daily by a member of the
field staff to record pump operating hours and inspect for any operating issues. As can
be seen in the Exhibit, all stations have either a generator or a Godwin diesel powered
back up pump or both, The Godwin pump uses a contro! signal located in the lift
stations to respond to high sewage levels which starts the pump automatically. The
capacity of the Godwin while not as large as the combined capacity of the two electric
pumps, it was chosen as a substitute for a generator. Three Godwin pumps are
currently located at three 1ift stations 3-7, 4-5 and 4-7. Several others have hook up
piping available so that a Godwin can be transported in during an Emergency. The
Godwin pump while it provides a significant backup capability, in Staff’s view 1t
should only be utilized when additional capacity is needed. The Breckenridge station
which is the largest and most important station in the District has no back up generator.
In Staff’s view this is an issue which should be corrected.

The Breckenridge station pumps directly to the Ranson Flowing Springs
station which can handle very large flows. Currently, the Ranson station is operating at
a 14-17% utilization rate in terms of pumping time. In terms of flow capacity the
utilization rate is even less. The Breckenridge station in the past cost the District a
considerable sum due to frequent sewage back ups into close by homes. The clevation
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of the lower level of the homes was constructed by the building contractor too close o
the bottom of the Breckenridge wet well. Consequently, high flow situations or pump
or power failures resulted in sewage back ups and lawsuits. Staff does not know if the
fack of a generator was a contributing factor or not but the Godwin pump and sewage
backflow preventers were installed to correct the situation. A properly sized generator
and larger capacity pumps appear to have also been required. Pump capacity at
Breckenridge was noted in the Strategic Plan as 454 gallons per minute(GPM), in the
pump station summary as 600-650 GPM and in the original design of the Ranson
station as 600 GPM. Actual measured 2014-2015 flow data from the Ranson FSPS and
utilizing the District pump operating hours indicates a capacity of from 375-510 GPM.
‘This information points to two different pumps in the Breckenridge station. The flow
data also shows the large impact the Godwin pump has on transferring flow to Ranson.
During wet pertods flows over 700 GPM are noted. Without knowing the full history
of the Breckenridge station, it appears that the concerns for the back up could well
have been addressed by a properly sized grinder station similar to corrections at other
locations where similar problems existed.

Nearly all stations are equipped with an Omnisite notification system to
alert an on call field person of trouble at a station. 'This equipment results in quick
response time and fewer complaints. The Omnisite system is aging and will require
updating and replacement in the future. Two of the stations are equipped flow meters
to monitor the flow of each. However, calibrations are not completed and some of {low
meters are inoperable. In the future all stations should be equipped with flow meters or
an access port for a portable flow meter to evaluate the performance of each station.

Overall Staff believes all of the stations are in relatively good condition

but may nced some upgrades and newer pumrips to provide additional capacity for the
future.

MOBILE EQUIPMENT AND TOOLS

The District owns four (4) pick up trucks with the oldest a 2004 model.
The older high mileage truck should be scheduled for replacement within a year to
ensure reliability operation. Construction equipment includes a small excavation
machine called a “Dig It” which is basically a back hoe arm mounted on a two wheel
trailer with a small gasoline engine for motive power, It is only usable for very light
jobs and is used infrequently. Other equipment includes an air compressor, a small
push lype sewer camera and a snow blower. In many instances, equipment for line
clearing is often done with the assistance of either Charles Town or Ranson.



Ron Robertson,
Case No. 15-1338-PSWD-42R-PC
Page §

SYSTEM REPAIR/ADDITION EFFORTS

According to the Districts filing, there were no contractors utilized for
system repair work during the 2014 reporting year but manhole and pump station
repairs were done by contractors during the 2013 reporting year. An interesting fact
was that the District had only installed four sewer taps in the last three years. Basically
all new taps are completed by developers as required by Alternate Main Line
Extension Agreements. There are no line extensions completed by the District
personnel. Also, the District does not have the required equipment to complete major
repairs or line additions.

(This is surely an indication that collection system capacity demand is strictly
Jfrom developers and developers should bear the burden of the offsite capacity
additions)

The efforts by the District have resulted in well maintained lift stations
with few system problems.

STAFFING

Based on Staff’s review of the District’s personnel level, it appears that
staffing compared to other similar sized sewer utilities is quite large. The District has
assembled a staff fully capable to take care of all office, field and engineering issues.
The only question would be if that is an affordability option for the ratepayers.

OFFICE AND STORAGE FACILITIES

The District’s current office and storage areas are located side by side in
a large building in the Burr Bardane Industrial Park. The office area includes spaces
for the General Manager, the Financial Manager, the Field Manager, a small kiichen, a
large billing and collecting area, a map and GIS employee area, a conference room, a
storage room and a large garage area for the tools and equipment. The office is quite
sufficient for current District operations.

DISCUSSION

This Case is integrally linked to a Formal Complaint Casc styled as 13-
1478-PSWD-C and the following discussion is an acknowledgement of that linkage.
Many of the components of the requested rate increase are the subject of significant
protest by ratepayers and multiple requests for Intervenors in the instant Case.
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Included in the rate request was the need for the repayment of a loan to support
$660,000 of engineering fees for a proposed $7.1 million project. The District has also
requested approval for implementation of a CIF and CAF as part of this rate case filing
to fund future capital additions beyond the current $7.1 million project. In the
Districts answer to a Staff data request, the District explained the need for a $660,000
loan to fund the engineering for a collection system capacity increase in the rate case
filing. The District has already put the rates in effect, subject to refund, to fund the
repayment of the loan as a result of its new authority provided by HB 4601 (2014) and
the requirements of SB 234(2015). It should be noted that in the companion Case No.
15-1338-PSD-42R-PC-C there is strong opposition to funding that loan for the
engineering fees as the Intervenors believe a new project is not needed. The District
stated in the response to the Staff data request in support of its filing that;

The District is in the practice of entering into alternate main line
extrension agreements with developers under which the developer
designs and constructs at its expense both the on-site collection system
and any off-site transmission facility expansions required in order (o
get fo a point on the District’s system having adequate capacity ... ....

It is not fair that just because they (the developers) build at a certain
point in time that they should have to pay for needed upgrades to large
portions of the system that those before them have contributed lo the
used up capacity problem. It is much more balanced if each developer
pays for the cost to replace the capacity that will be used up by each
unit they build as they prepare to build it, such as by paying a

CIFs are a good way to not burden existing customers and
allow all developers to pay their fair share of growth needs. The
District knows what upgrades will be needed but since we don’t know
the rate at which the growth will occur, collecting CIFs over the time
before they will be needed will give us time to build up a CIF account
to reduce borrowing for these specific upgrades when they are
needed... ...

Staff responds that, if the District wishes to plan capacity for a twenty vear
horizon and the developers want a reasonable assurance that the capacity will be available,
Staff’s view is that the developers should form a consortium to fund the expansion simitar
to what happened with the Ranson Flowing Springs pump station. In that case, the station
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was funded by developers to ensure transmission capacity in the Ranson expansion areas
was available. A look at the proposed housing growth shows that it is all driven by
developers and not by individuals requesting service, It is clear that the platted
developments are driving the need for increased capacity.

Another factor Staff was made aware of during the Staff review of the
District’s plan to expand flows to Charles Town is that when applying the
requircments of the Main Extension Rule concerning connecting to Charles Town lines
with available capacity, it appears that very little capacity exists today in the Charles
Town line serving the District and Ranson. In fact, the receiving manhole for flows
from the Flowing Springs pump station has experienced significant surcharges but has
not yet overflowed to the environment. The severity of this problem must be fully
mvestigated prior to any project design being instituted. The District has noted in its
Strategic Plan that a future removal of 40,000 gallons per day (GPD) coming to the
Breckenridge station via a force main from the Sanitary Associates area is likely thus
the District will gain additional capacity in that amount. Charles Town is projected to
complete a project to divert that flow directly to its WWTP in conjunction with a
project to remove the Willow Springs plant and direct all {lows from that plant directly
to the Charles Town WWTP. When that occurs, it may be possible to reconfigure the
Breckenridge station to reverse flow through the existing or a new force main from
Sanitary Associates to the new Charles Town pump station at Sanitary Associates.
This could provide a large new additional capacity gain for the District and reduce the
limitation in the existing Charles T'own gravity system and eliminate a large
transportation cost for flows through Ranson.

Staff noted from the District’s Annual Reports that customer counts have
increased from the beginning of the 2010 reporting year to the end of the 2015
reporting vear by over 13%. However, billed flows to Charles Town have remained
nearly flat and a flow comparison from the 2010 reporting year to the 20135 reporting
year shows a flow increase of only 3.3%. Flows in other years within that period were
rising just above or below the 2010 level. Consequently, it appears individual
household usage is declining and consequently, that the transmission capacity
avazilable today is very near the sewer capacity available in 2010. A review of flow
data from the Breckenridge station reported at the Ranson Flowing Springs station also
indicates that significant capacily in both stations is available. The Breckenridge
station has produced flows over 600,000 GPD while average daily flows are in the
170,000 GPD. Many reported tlows are in the 300,000 to 500,000 GPD range.
Obviously what goes out must come in via gravity. The large flows into the Ranson
station {rom the Breckenridge station are likely contributing to the surcharge flows at
the Ranson receiving manhole. These large flows clearly indicate that Inflow into the
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Breckenridge gravity system must be identified and corrected. The District has placed
Inflow and Infiltration (1&1) as a priority in their rate filing, Given the available
information, Staff believes much more would be accomplished from a capacity
standpoint by reducing 1&I rater that installing expensive new gravity lines.

Ranson’s concern for reducing flows into its Old Town gravity system as
noted in the District’s Strategic Plan is certainly something which may be needed in
the {oreseeable future if development in the new Ranson Utility Growth Boundary
(UGB) expands rapidly. However both Ranson and Charles Town have produced more
modest population growth projections that the District. The population trend should be
foliowed closely along with the decreasing flow as both the cost of water and sewer
increases and more homeowners install water saving devices prior to beginning
expensive new projects. The design of the Ranson Flowing Springs pump station
anticipated a new gravity line to bypass the JCPSD Hows out of Old Town. This
appears to be a viable and inexpensive option for the future.

One of the issues at the District, Charles Town and Ranson is the odor
problem which has developed at several locations due to long sewage residence times
in force main sewers. With the Breckenridge station pumping only an average of six
(6) hours per day, the Ranson station operating at only 15% of capacity at an average
4.8 hours per day and the flows pumped from the Sanitary Associates area coming in
septic, the issue of septicity odor is obvious. Currently, the District injects oxygenation
chemicals in an attempt to reduce odor at three lift stations. However, it becomes an
expensive and only provides minor odor reductions.

Consequently, it is Staft’s opinion that given the available information it
is not appropriate to enlist the services of an engineer for a large new project until the
District has addressed its &1 problem and has discussed with both Ranson and Charles
Town the most economical method to both transport the sewage to the Charles Town
plant and to reduce future gravity line limitations in Ranson’s Old Town area. The
project described in the Districts filing appears very similar to a gravity project for
which the District has already paid to be engineered but has never installed. In
addition, the flow data indicates that there is no need for additional capacity
development until billed flows increase a minimum of 20 % and the capacity at the
Breckenridge station has be fully utilized. A needed component of that development
would be the purchase of larger high flow and head capacity pumps and a properly
sized emergency generator in place of the Godwin pump.

The District has stated that the Breckenridge station has been costly due
to sewage back up problems. However the installation of the temporary Godwin pump
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has apparently corrected that problem. In other utility areas where the problem of a few
home basements located too close to a wet well bottom or lines subject to sewer
surcharge levels, Staff has recommended successfully the use of a small grinder station
to isolate those homes. This would be a permanent and relatively inexpensive
correction rather than a massive new sewer project.

The District has also requested approval for both a CAF and CIF. In
Staff’s view the proper method to ensure capacity is available is for a developer group
to pool resources and fully fund any future necessary upgrades to the sewage
transmission system at the District. The skilled use of the Alternate Main Extension
Rule can provide development without burdening existing ratepayers. With the current
situation in the JCPSD as evidenced by billed flows to Charles Town, Staff believes
the appropriate method to judge the need for capacity additions 1s by evaluating billed
flow data and not customer counts. The District is obligated by a Municipal tariff in
Ranson to collect a CIF of $1625 and Charles Town to collect a CIF of $1157 for each
new EDU added to the treatment plant flow and the Ranson system. Consequently
those two CIF’s must be collected from new District customers. The Ranson tariff also
requires that the District pay a transportation cost of $2.02 per 1000 galion (MGAL)
for all flows transported by Ranson to Charles Town. However, neither Ranson charge
is currently being enforced or collected.

CONCLUSIONS AND RECOMMENDATIONS

As a result of the Staff review of the information provided in the filing
and information obtained from both Ranson and Charles Town, Staff concludes that
there is no current lack of capacity within the JCPSD system. In fact, based on billed
flows available capacity is nearly the same as existed in 2010. Consequently, the
expenditure for engineering fees for a capacity improvement project is not needed and
should not be approved in the case.

Staff would also suggest that the funds requested for engineering fees be
instead directed to the purchase of new pumps for the three pump stations where a
sccond pump is missing and for an aggressive program to eliminate 1&1.The apparent
need is to discuss with the partners in the Region the need to address the gravity
capacity needs outside of the JCPSD system. With the new UGB’s defined since 2009
and customers of different systems living across the street from each other in both
Ranson and Charles Town paying much larger bills than their neighbors for identical
services, it seems like an appropriate time to discuss how to remedy both customer
cost issues and capacity issues. The Charles Town system has approved a project to
climinate the Witlow Springs treatment plant and install a large pump station to
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remove current Sanitary Associates flows from the JCPSD Breckenridge station with
the possibility of accepting new flows from the Breckenridge station, The Charles
Town project will eliminate the transportation charge paid to the District reducing
District revenues. It is also noted that the District has never paid a transportation
charge to Ranson for either the use of its gravity system or the use of the Flowing
Springs pump station. In the future, costs associated with those Ranson systems are
tikely to impose a charge to the District for that use. Flows directed directly to Charles
Town via a new Sanitary Associates station would significantly minimize those costs.

In addition, Staff recommends that both the CIF and CAF requests
specific to District only future projects be denied and that developers fully fund any off
site capacity additions needed today and in the future. The District is required to
collect the CIF’s required by both Charles Town and Ranson. Staft also recommends
that the use of CAF's and CIF’s collected in the past and utilized for uses other than
system additions be credited to those future developer requests for capacity additions.

If all flows currently entering the Ranson system from Breckenridge
station are diverted directly to a new planned Charles Town pump station at Sanitary
Associates a large portion of the transportation cost in the Ranson tariff can be
avoided. This will limit the cost impact on District customers. Staft encourages the
District to work with the partners to keep its rates reasonable for District customers.

JCW



