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Cash Working Capital Requirements Explained 
By Bonnie Boston, Utilities Analyst III, Water and Wastewater Division, Public Service 

Commission of West Virginia 

There has been much discussion lately regarding adequate cash 

working capital requirements. After the West Virginia Legislature passed 

Senate Bill 234, effective June 12, 2015, West Virginia Code §24-1-1 was 

modified by the addition of subsection (k), which reads: 

(k) The Legislature further finds that an 

adequate cash working capital fund is 

essential to allow water and sewer utilities 

that are political subdivisions of the state to 

deliver continuous and compliant service. 

Therefore, these utilities shall maintain a 

working capital reserve in an amount of no 

less than one-eighth of actual annual 

operation and maintenance expense. This 

reserve shall be separate and distinct from 

and in addition to any repair and 

replacement fund that may be required by 

bond covenants. 

 

This code language made it clear that each public service district 

and municipal water and sewer utility shall maintain a cash working 

capital reserve of no less than one-eighth of annual operation and 

maintenance (O&M) expenses; it is not optional. So how does the Public 

Service Commission (Commission) address this issue when determining 

appropriate rates for public service districts that are subject to 

Commission rate jurisdiction? 

 

On June 10, 2015, in General Order No. 183.08, the Commission 

ordered that the capital revenue requirements in rate cases of public 

service districts include the calculation of the amount necessary to 

accumulate the statutorily required fund as calculated by Staff, or as 

otherwise determined to be reasonable based on the record, and those 

amounts be identified within Step One rate increments approved in those 

cases. It was further ordered that those Step One rates would be continued 

for a period of 24 months. Step Two would then reduce rates to remove 
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the cash working capital reserve increment. That General Order also directed an affected public service 

district to monitor its capital reserve balances and to seek appropriate rate relief when needed to maintain 

its cash working capital reserve requirement. 

 

On August 12, 2016, in Commission Case No. 16-0308-PSD-42T (Union Williams Pubic Service 

District (District)), an order was issued that modified the methodology to be used by Commission staff to 

calculate revenue needed for the SB234 Cash Working Capital Reserve Requirement. 

 

In the Discussion section of this order, the District argued that this calculation should consider one-

eighth of O&M expenses plus taxes, Commission fee assessments, and taxes other than income taxes. The 

District also argued that the accepted accounting definition of “working capital” is current assets minus 

current liabilities, and requested that its current assets and current liabilities be considered in evaluating the 

funds that were available to meet its capital reserve requirements. 

 

However, the Commission explained that its calculation of the cash 

working capital reserve requirements is based on one-eighth of O&M 

expenses as defined by the National Association of Regulatory Utility 

Commissioners’ Uniform System of Accounts, which does not designate 

taxes, Commission fee assessments, or taxes other than income taxes as 

O&M expenses. 

 

The Commission also noted that the general “working capital” 

definition, per the District’s view, is different than the definition of a “cash 

working capital fund” or a “working capital reserve” as used in West Virginia 

Code §24-1-1(k). The Commission determined that the legislative language 

focuses on the total unencumbered cash that is available to the utility. 

 

After having some time to review data in several rate cases, the 

Commission reconsidered the methodology to calculate the cash reserve 

revenue requirement as previously set forth in General Order 183.08. The 

initial methodology set forth by the Commission in that order tended to 

reward districts in cases where a district had not already accrued significant 

cash reserves and penalize districts that had been good stewards of their cash 

and had significant cash reserves. It calculated the amount of new cash needed that, when added to the 

current unencumbered cash available, would meet the annual cash working capital requirement. It then 

continued to collect that new cash rate increment for two years. The following table illustrates the results of 

that initial methodology: 

 

The Pipeline                                                                                                                                    January / March 2017 



3 

 

The Pipeline                                                                                                                                    January / March 2017 

What Customers Really Want to Know 
By Rhonda Boothe, Consumer Affairs Technician, Water and Wastewater Division, Public Service Commission of West Virginia 

 
  With the start of the New Year, we would like to give a quick overview of the most frequently asked 
questions. These are the top three questions that Consumer Affairs Technicians in the Water and Waste-
water Division addressed in 2016. 

 

Household Rule 

  Q: A mother (customer of record) has her adult daughter living with her. They run up a large water bill 
and service is terminated for non-payment. The daughter moves out and applies for service as the customer 
of record for the first time. The mother is not living with the daughter at the new location. Can the utility 
deny the daughter service at the new location? Can the utility hold the daughter responsible for the 
mother’s bill at the previous location? 

  A: No, the daughter can’t be denied service since she was not the customer of record at the prior loca-

 

 

 

 

 

 

 

The Commission is now targeting two times the minimum statutory cash working capital reserve 

requirements for affected districts. The unencumbered cash available will then be netted against that 

targeted amount to arrive at the two-year cash working capital incremental target. An annual rate 

increment, which is one-half of that revenue requirement, will then be authorized for a period of two 

years. The following table shows how this modified methodology will provide more uniform totals of new 

cash plus current unencumbered cash for districts having similar cash working capital requirements: 
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Tapper Says 

 

 

tion and the household has changed. This is commonly referred to as the “Household Rule.” Water Rule 
4.8.d. states: 

4.8.d. The utility shall not refuse, deny, or discontinue service to an appli-
cant or present customer due to a delinquency in payment for service by a 
previous occupant of the premises to be served unless such applicant or pre-
sent customer and such previous occupant are members of the same house-
hold and were members of the same household at the time the delinquent 
bill was incurred. 

 

Financial Help 

  Q: Does the Public Service Commission offer financial help to customers?  

  A: The Public Service Commission does not provide financial assistance to customers who are having 
trouble paying their water and/or sewer bills. However, we do offer to provide customers with phone num-

bers to Community Help Centers, Department of Health and Human Resources (DHHR), organizations, 
and churches that may help the customer with a pledge. In addition, the customer may utilize WV 211. 

 

Termination of Service Due to Non-Payment of Other Fees 

  Q: Can the utility disconnect a customer’s water service if they live in a municipality and have other 
fees included on the bill such as garbage, municipal, or fire fees that have not been paid? 

  A: No. The municipality cannot terminate water service for non-payment of these fees. However, there 
are a handful of municipalities that maintain stormwater systems, and thus also include stormwater fees in 
their monthly charges. The Public Service Commission’s Rules do allow for the termination of water ser-
vice for non-payment of these stormwater fees. 

 

  Should you have any questions, please 
contact the staff of the Water and Wastewater 
Division for additional assistance. 

2017 Seminars 
 

  Have you registered for the Public Service Commission’s        

Seminars? There are a lot of great learning opportunities coming your 

way this year, and signing up is just a click away.  

  
http://www.psc.state.wv.us/scripts/SeminarRegistration/default.cfm  

http://www.psc.state.wv.us/scripts/SeminarRegistration/default.cfm
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Upcoming Loan Rate Changes for CWSRF 
By Kimberly Henderson, Environmental Resources Program Manager, Division of Water & Waste Management, West Virginia Department 

of Environmental Protection 

 

  The Clean Water State Revolving Fund is currently working on the Fiscal Year 2018 Intended Use 

Plan (IUP). The FY 2017 IUP gave a preview of the new rates that will go into effect this July. 

 

  Beginning July 1, 2017, the DEP will be basing the loan terms upon 3,400 gallons of monthly water 

usage and using the following table to determine interest rates. 

 Less than 1.5% MHI*: 2.5% interest rate, 0.5% annual admin fee, 20 year term 

 1.5% to 1.74% MHI: 1.5% interest rate, 0.5% annual admin fee, 21-30 year term 

 1.75% to 2.0% MHI: .5% interest rate, 0.5% annual admin fee, 21-30 year term 

 Greater than 2% MHI: 0% interest rate, 0.5% annual admin fee, 31-40 year term 

* Median Household Income 

 

  The MHI data that will be used will be the 2015 census data (when available), published by the U.S. 

Department of Commerce, U.S. Census Bureau, American FactFinder. Interest rates will not exceed 2.5% 

and will not be less than 0%. For all public service districts, the MHI to be used will be the lowest of either 

the county(s) or magisterial district(s) that is most appropriate for the project area. Magisterial district, 

county, and municipalities MHI data that will be used are contained in the appendices of the IUP. 

 

  Should Congress amend the Clean Water Act or pass reform legislation that affects small, disadvan-

taged communities, the DEP may revise this interest rate policy to consider other factors, as required by 

federal law. 

 

 

 

 

 

 

  The Clean Water State Revolving Fund will have a booth again this year at the 2017 West Virginia 

Construction and Design EXPO on March 22-23. Please stop by, we will be happy to answer any questions 

and enjoy a visit. 
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Five Ways to Extend Water Service 
By David W. Dove, P.E., Engineering Manager, Engineering Division, Public  Service Commission of West Virginia 

 

  Recently I’ve had several utilities request guidance on how to extend service. Even though I’ve written 

about this numerous times in the past, I thought it might be a good time to revisit the subject to address 

some of the questions that keep coming up. There is often a lot of uncertainty and confusion about how to 

extend service the right way. Knowing how to extend service the right way is crucial to every utility in or-

der to help avoid misunderstandings, complaints, and even lawsuits. 

 

  What is the right way to extend service? There are only five ways, so it’s not as complicated as it might 

seem.  

 

  First, a utility can utilize the mainline extension rules. Water Rule 5.5 “Extension of Mains” can be 

found under section 5.5 of the Rules and Regulations for the Government of Water Utilities. Sewer Rule 

5.5 “Extension of Mains” can also be found under section 5.5 of the Rules and Regulations for the Govern-

ment of Sewer Utilities. If the utility’s mainline extension follows Rule 5.5 to the letter then Commission 

approval is not required. Extension Rule 5.5 is where an applicant pays the utility (up front) the estimated 

cost of the utility extending service to the applicant. 

 

  The utility may include the cost of labor in the estimate only if the costs of the labor are not already 

recovered in rates. The customer receives reimbursement from the utility for each customer that connects 

to the extension over a 10 year period, provided that the reimbursement cannot exceed the applicant’s 

original investment. 

 

  Second, a utility can utilize an alternate mainline extension agreement. This is any plan that varies 

from Rule 5.5. Many utilities have standard alternate mainline agreements that are used on a regular basis 

with potential customers who wish to vary from the Commission Rule 5.5 mainline extension method. In 

this case, both the utility and the customers must agree on an alternate mainline extension agreement. This 

agreement must be filed with the Commission for approval before the extension is constructed. The Com-

mission always requests that a copy of the extension rule be attached to the agreement so that the potential 

customer is aware of the options given in Water Rule 5.5 or Sewer Rule 5.5. 

 

  This procedure often involves the applicant constructing the extension according to the utility’s specifi-

cations with inspection by the utility during construction. The applicant then conveys the extension to the 

utility free of charge with no reimbursements. This method is often the most affordable for the applicant if 

offered by the utility, but this method is only optional on the part of the utility. However, the utility must 

be careful not to discriminate between applicants when offering this option.  
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  The third way is a long service line and only applies to extending water service. If service cannot be 

provided by Water Rule 5.5 or an alternate plan, the utility can allow service to be provided by following 

Rule 5.4. There is no Commission approval required for long service lines. Of course, to assure orderly de-

velopment of the utility’s system and to provide adequate service to its customers, Water Rule 5.4 states 

that the utility should ordinarily provide water service only at the property line of the customer requesting 

service. However, in unusual and exceptional cases where the property line of the customer requesting ser-

vice is an excessive distance from the existing main of the utility, and the cost to extend a mainline under 

Rule 5.5 is prohibitive, and there is no prospect of future growth and development in the area, or for any 

one of the above reasons, the utility may serve the customer by installing a meter in the utility’s right-of-

way at its main nearest the customer’s property and connecting the meter to the customer’s privately 

owned service line. 

 

  In the event that the utility’s mainline is later extended to the customers property line by following Rule 

5.5, the long service line customer shall discontinue the use of his privately-owned service line and shall 

pay all of the costs and charges for water service from such extension, the same as if the customer had not 

previously laid and received service through a private service line. The important thing to remember about 

this method is that the applicant has to acquire all the necessary rights of way to cross properties not owned 

by them and will have to install the long service line from the utility’s meter to their residence. The appli-

cant will also be responsible for maintaining the long service line. 

**Remember, long service lines for sewers are not allowed. Sewer lines cannot cross other people’s properties unless it is a 

utility-owned sewer mainline. 

 

  The fourth way to extend water or sewer service is 

through the normal course of business. Service requested 

falls under the normal course of business when the     

estimated cost is small compared to normal everyday 

business expenditures. Some utilities routinely extend 

service to applicants when it is economically feasible. 

They may even budget a certain amount of money in 

their rates each year for utility extensions. There is no 

Commission approval required for extending service that falls under the normal course of business, but the 

utility has to be careful how it applies what should be a board approved extension policy. The utility has to 

know its limits and when to deny service for some and approve service for others in order to avoid possible 

discrimination issues between applicants; which brings us to the final way to extend service. 

 

  The fifth way to extend water or sewer service is by constructing a large scale project where many cus-

tomers may be added all at once. When extending service this way the utility must seek a Certificate of 

Convenience and Necessity from the Commission. This method will likely require hiring professional engi-

neers to design the project and seeking financing to pay for it. This process can take years to complete and 

usually requires applying to the West Virginia Infrastructure and Jobs Development Council (IJDC) for 
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funding. The utility board members and managers should determine up front the estimated rate increases 

the utility may have to implement as a result of the proposed project before actually incurring debt for fully 

designing the project.  

 

  Utilities should thoroughly analyze the project feasibility before proceeding with the final design work. 

The calculated cost per customer in terms and the customer density (number of customers per mile) are two 

metrics that can help analyze the feasibility of a project. An acceptable range for the loan cost per customer 

might be anywhere from $3,000 to $15,000, depending on the portion of the utility’s rates that is dedicated 

to repayment of the debt service. For example, the average monthly bill pays for two things: the operation/

maintenance of the system and the loan to be repaid or debt service. Just like buying a car, you always 

want to know what your payments are going to be and for how many years. The time period or life of the 

loan should always be less than the estimated life of the 

project and the monthly payments should be reasonable. 

 

  If the average customer bill will be $40/month you 

might assume that half of that bill goes to pay off the 

monthly loan payment. Therefore, $20/month times the 

number of months of the loan (say 40 years x 12 months 

per year = 480 months) would equal $9,600 per customer. 

This is the amount of money that a customer would pay 

to the utility over 40 years that could be applied to the 

loan. So the cost per customer for this project should not exceed around $9,600. 

 

  An acceptable customer density for projects depends on the cost per mile to construct the project di-

vided by the cost per customer. If it is determined that the cost per customer should not exceed $10,000 so 

that rates will not be significantly impacted, then a sewer project that is estimated to cost $300,000 per mile 

to construct would need a customer density of at least $300,000 ÷ $10,000, or 30 customers per mile. The 

critical element in the certificate process is to know up front what the maximum rate increase is that would 

be considered convenient for the customers and stay below that. 

 

  So this project would probably be feasible if the cost per customer is below $9,600 and the customer 

density is at least 30 customers per mile. 

 

  So remember there are only five ways to extend water service: mainline extension agreement, alternate 

mainline extension agreement, long service line, normal course of business, and Certificate of Convenience 

and Necessity. If you need a copy of the Commission water or sewer rules or an example of an alternate 

mainline extension agreement, please contact the Commission staff and we’ll be glad to assist you in ex-

tending service the right way. 
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Public Service Commission of West Virginia 
 

Water and Wastewater Division 

 

Dave Acord, Director                                        dacord@psc.state.wv.us                          340-0366 

Lisa Coleman, Administrative Secretary       lcoleman@psc.state.wv.us                    340-0459 

Nancy Tincher, Secretary                 ntincher@psc.state.wv.us                  340-0440 

 

 

Grants & Funding, Finance, Administrative, Office Operations 

Bill Nelson, Manager                     bnelson@psc.state.wv.us                 340-0445 

Bonnie Boston, Utilities Analyst             bboston@psc.state.wv.us                340-0479 

Steve Edens, Utilities Analyst                sedens@psc.state.wv.us                 340-0769 

Versie Hill, Utilities Analyst               vhill@psc.state.wv.us                    340-0870 

Laura Leport, Utilities Analyst              lleport@psc.state.wv.us                 340-0473 

 

 

Informal Complaints 

Tammy Tabor, Supervisor                ttabor@psc.state.wv.us                  340-0826 

Markita Black, Consumer Affairs Tech          mblack@psc.state.wv.us                  340-0321 

Rhonda Boothe, Consumer Affairs Tech       rboothe@psc.state.wv.us               340-0467 

Vicki Lemley, Consumer Affairs Tech        vlemley@psc.state.wv.us                 340-0379 

 

 

Fax 304-340-3759 

 

 

 

 

 

 

mailto:dacord@psc.state.wv.us
mailto:lcoleman@psc.state.wv.us
mailto:ntincher@psc.state.wv.us
mailto:bnelson@psc.state.wv.us
mailto:bboston@psc.state.wv.us
mailto:sedens@psc.state.wv.us
mailto:vhill@psc.state.wv.us
mailto:lleport@psc.state.wv.us
mailto:ttabor@psc.state.wv.us
mailto:mblack@psc.state.wv.us
mailto:rboothe@psc.state.wv.us
mailto:vlemley@psc.state.wv.us


10 

 

The Pipeline                                                                                                                                    January / March 2017 

Engineering Division 

 

 

Earl Melton, Director                      emelton@psc.state.wv.us                340-0392 

Victoria Trent, Secretary                  vtrent@psc.state.wv.us                 340-0370 

 

Case Control 

Dave Dove, Manager                      ddove@psc.state.wv.us                 340-0436 

Lisa Bailey, Technical Analyst               lbailey@psc.state.wv.us                 340-0499 

Jonathan Fowler, Engineer                   jfowler@psc.state.wv.us                 340-0491 

David Holley, Technical Analyst             dholley@psc.state.wv.us                 340-0328 

Kristopher Huff, Technical Trainee         khuff@psc.state.wv.us                  340-0443 

Mansour Mashayekhi, Technical Analyst      mmashayekhi@psc.state.wv.us           340-0428 

Jim Spurlock, Technical Analyst              jspurlock@psc.state.wv.us             340-0357 

Sylvie Steranka, Technical Analyst            ssteranka@psc.state.wv.us                340-0466 

Jim Weimer, Engineer                    jweimer@psc.state.wv.us                340-0476 

 

Case Assistance 

Jeff Bennett, Utility Inspector                 jbennett@psc.state.wv.us                340-0313 

Ralph Clark, Engineer                  rclark@psc.state.wv.us                    340-0455 

Eric DeGruyter, Technical Analyst            edegruyter@psc.state.wv.us               340-0388 

Karen McClure, Technical Analyst            kmcclure@psc.state.wv.us                340-0335 

Craig Miller, Utility Inspector              cmiller@psc.state.wv.us                 340-0353 

Wayne Perdue, Technical Analyst           wperdue@psc.state.wv.us                340-0493 

Don Walker, Technical Analyst            dwalker@psc.state.wv.us                   340-0434 

 

 

Fax: 304-340-0452 
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mailto:khuff@psc.state.wv.us
mailto:mmashayekhi@psc.state.wv.us
mailto:jspurlock@psc.state.wv.us
mailto:ssteranka@psc.state.wv.us
mailto:jweimer@psc.state.wv.us
mailto:jbennett@psc.state.wv.us
mailto:rclark@psc.state.wv.us
mailto:edegruyter@psc.state.wv.us
mailto:kmcclure@psc.state.wv.us
mailto:cmiller@psc.state.wv.us
mailto:wperdue@psc.state.wv.us
mailto:dwalker@psc.state.wv.us
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Utilities Division 
 

Terry Eads, Director                     teads@psc.state.wv.us                    340-0421 

Lynn Scott, Administrative Secretary        lscott@psc.state.wv.us                    340-0350 

Mike Dailey, Utilities Analyst              mdailey@psc.state.wv.us                  340-0495 

 

Carrier & Consumer Operations 

Randy Short, Deputy Director              rshort@psc.state.wv.us                   340-0446 

Carla Nelson, Supervisor                  cnelson@psc.state.wv.us                    340-0424 

Mandy VanMeter, Secretary              mvanmeter@psc.state.wv.us                 340-0833 

Tabitha Parsons, Office Assistant             tparsons@psc.state.wv.us            340-0415 

 

Motor Carrier & Formal Complaints 

Steve Kaz, Supervisor                      skaz@psc.state.wv.us                   340-0760 

Stacy Beller, Utilities Analyst                sbeller@psc.state.wv.us                  340-0444 

Dwayne Bevins, Utility Inspector             dbevins@psc.state.wv.us                 340-0449 

Bob Cadle, Utilities Analyst                rcadle@psc.state.wv.us                  340-0419 

Bill Flenner, Utilities Analyst                bflenner@psc.state.wv.us                 340-0496 

Jennifer Moore, Utilities Analyst              jmoore@psc.state.wv.us                  340-0837 

 

Audits, Finance & Rates 

Diane Davis, Deputy Director               ddavis@psc.state.wv.us                  340-0369 

 

Case Processing 1 

Ed Oxley, Manager                       eoxley@psc.state.wv.us                  340-0360 

Ronald Ash, Utilities Analyst                  rash@psc.state.wv.us                   340-0869 

Karen Buckley, Utilities Analyst              kbuckley@psc.state.wv.us                 340-0470 

Erin Deegan, Utilities Analyst               edeegan@psc.state.wv.us                 340-0768 

Alex Kovarik, Utilities Analyst               akovarik@psc.state.wv.us                 340-0358 

Nathan Mills, Utilities Analyst               nmills@psc.state.wv.us                  340-0773 

Kaitlyn Shamblin, Utilities Analyst       kshamblin@psc.wv.us          340-0345 

 

Case Processing 2 

Dave Pauley, Manager                     dpauley@psc.state.wv.us                 340-0439 

Josh Allen, Utilities Analyst                jallen@psc.state.wv.us                340-0771 

Brian Caulkins, Utilities Analyst        bcaulkins@psc.state.wv.us        340-0367 

Tara Gilkey, Utilities Analyst          tgilkey@psc.state.wv.us          340-0365 

Pam Latocha, Utilities Analyst               platocha@psc.state.wv.us                 340-0422 

Pete Lopez, Utilities Analyst                plopez@psc.state.wv.us                  340-0823 

Fax: 340-340-0326 
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