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Ms. Sandra Squire, Executive Secretary
Public Service Commission of West Virginia
PO Box 812
Charleston, WV 25323

Re: Case No. 03-076'7-W-PC
Jefferson Utilities, Inc.

Dear Ms. Squire

We have reviewed the Commission's Order and attached documents from
the commission staff and Jefferson Utilities. We concur that the Jefferson
Utilities have initiated a number of improvements to the existing systems that
have allowed the Bureau to remove the boil water advisories and improve the
reliability of service to the existing customers. They are to be applauded for
those actions.

In review of the permit to construct improvements issue(j by the Bureau
on September 5, 2001 the only work reported to be accomplished is the
construction of the water treatment plant building. Housed vvithin the treatment
building is an 850 gallon hydro-pneumatic tank which is preser:ltly serving as a
chlorine contact tank for the AB section of Harpers Ferry Campsites and a
30,000 gallon tank which will serve as a clearwell for the Blue Ridge water
system. These new facilities only serve a limited area. The storage tanks,
booster stations, pressure reducing stations and distribution lines to provide
service to all existing homeowners in the three developments and allow the
Bureau's moratorium to expand the customer base has not come to fruition.

While we were aware that Jefferson Utilities has been negotiating with a
homeowner for the rights to use an existing well source, it is our understanding
that procurement has not been successful. It is the policy of the Bureau not to
compromise the moratorium by allo\l\ling selected new customers water service
connections. Development of additional water sources should be independent
of vvater servict~ connection promises.

Jefferson Utilities reports that a plan has been presented to the Jefferson
ColJnty Public Service District proposing a public-private partnE~rship for a new
wa1:er system to completely replace the existing systems serving the Mountain
cornmunities. No information has been provided to the Bureau regarding details
of the proposal. Even if the details of the public-private partnership are finalized,
imrnediate funding through the WV Jobs and Infrastructure Council is unlikely as
the revenue bond issue that is to be marketed in the near f:uture is already
cornmitted to projects. The earliest additional funding that might be available is
July 2004 and there is no guarantee that this project would be funded as other
projects ready to move to construction would most likely receive priority.



Based upon the reasons above, it is still the Bureau's recommendation
that the Public Service Commission launch a general investigation to determine
the capability of the Jefferson Utilities in meeting regulatory requirements of both
the Bureau and the PSC. Staff of the Bureau's Office of Environmental Health
Services, Environmental Engineering Division is available to coordinate in an
inter-departmental review to determine progress and establish reasonable
expectations to provide service to customers of these systems.

Sincerely yours,

Chris Curtis, Acting Commissioner

E. Dandridge McDonald, Esq.
C. Terry Owen, Esq.
James Weimer, P.E.
Barbara S. Taylor
Victor Wilford, P.E.
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA

CHARLESTON

At a session of the Public Service Commisgio~ of West Virginia, in the City of
Charleston, on the 28th day of August, 2003. t;~1

CASE NO. 03-0767-W-PC

JEFFERSON UTILITIES, INC.
Petition to investigate general investigation
of Jefferson Utilities, Inc.

COMMISSION ORDER

On May 20) 200~, the Bureau of Public Health petitioned the Commission to start a
general investigation of Jefferson Utilities, Inc., noting that the Bureau and the PSC had
been dealing "with a variety of water supply and distribution system problems'" at Harpers
Ferry Campsites, Keyes Feny Acres and Westridge Hills (collectively known as the
~'Mountain Systems)'). The Bureau stated that numerous complaints had been filed, and
despite the owner's vague representations and promises regarding proposed solutions1 the
PSC's orders to file improvement plans, continued enforcementoftheBureau'smoratonum
requirements and inspections by Bureau staff. "little has been accomplished ~o provide
satisfactory water service to the existing customers and to provide capacity fOT expansion
to other citizens in the area who are desiring pu.blic water service.). Petition p. 1.

On June 11, 2003, Conmlission Staff recommended that the request be granted.
Initial Joint Staff Memorandum p. 1. II

On July 25. 2003, Jefferson Utilities) Inc. responded, strongJy objecting to the
unverified Bureau Je~er selVing as the genesis of any forn1aJ proceeding. Ltr. pp. 1-4. WI
said the CoDn'nission files "will reflect t11at each of these systems has a long history of poor
service under prior owners. Each is under a moratorium prohibiting the connection of new
customers. Each was poorly constructedt poorly maintained, and essentially neglected by
its owner. Each has changed hands often and/or been through receivership proceedings.

"J efferson Utilities acquired the three systems ill late 1999 and eaxly 2000, and
illlInediately undertook to make improvements within the limits of its financial ability.
Jefferson Utilities has done far more to improve these systems than any other entity has done
or couJd be expected to do with the cash flow from the Mountain Systems." Lt!. p. 1.
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Among otl1er things, JUI wrote that it has

;:Ii';!iij[;~:""}'
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1) chlorinated five well systcms; ~'If~;\'11fJ~~i~~f
2) installed chlorine contact tanks on six well systems; .'r.~::;~

3) installed Aqua-Mag on six wen systems to remove iron and manganese;
4) perfonncd emergency maintenance when outages occur;
5) constructed a 40' x 50' building at the Harpers FetTY Campsites system to prevent

v dalism and freezing, replacing a pump house destroyed by fire;
I 6) replaced a booster pump and well pump to increase supply at the Wes1ridge

system;I c 7) repl~ced six well pumps to :naintain service in ~I1 systems;
.' 8) repalred hundreds of leaks In all systems;

'"']c'" 9) met witl1 tl1e West Virginia Infrastruchlre & Jobs DeveJopment Council twice in
AUgtlst 2002 and early in September 2002. In September 2002, JUI proposed a
~ emorandurn of Understanding to Jefferson Calmly Public Service District, regarding a
p .blic/private partnership to cornpletelyreplace the Mountain Systemsj among other things.

noe a Memorandum of Understanding is rcached., an application can be made to the
Infrastructure Councj.l and to th.e PSC for this cons1roction; andI .

i 10) arranged for a sig11ificant improvement at Campsites by acquiring a major new
water source. The water source owner asked) in rerun" for several water taps, but the
Bureau refu.sed this request. This improvement would help alleviate ilie condition which
~ave rise to the moratorium on new customer hookups at Campsites. Ltr. pp. 1-2.

I

JUI asks the Bureau to transfer its moratorium to tl1e PSC for resolution. Ltr. p. 3

i In a 2002 rate case a.t the PSC fOl- the Mountain $ystems) 1l1C Administrative Law
JUdge recommended a general investigation, which illI opposed, "stating that a ge:neral
investigation would result in predictable findings abou.t the poor condition of the systems,
would be time~consuming and expensive for the utility, and would not further Jefferson
ytili1.ies' (and no d.oubt the Conunission's) goal ofsubstantia1Iy replacing the systems in
drderto solvethequ.a1ityofserviceproblems. Upon Jefferson [Utilities') representation that
it was working on a public/private partnership project to secure grant and low interest loan
money to undertake a complete rebuild of tile water systehlS (which efforts are continuing
tb this day), the COrIU1ussion agreed that Jefferson (Utilities'] resources would be better
spent addressing the pressing needs of the system rather than participating in a gcnera1
investigation." L1r. p. 3.

There has been the progress on the p'\.1.blic/private partnership. Meanwhile JOI
.

dontinues to maintain and repair the Mountain Systems and lose money on them, It wrote.
~ From 1. 999 to the present) it spent $600)000 more than it has received in rates.
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"The Conunission declined, to initiate a general investigation of Jefferson Utilities'
Mountain Systems in Case No. 02-0080- W -42T. It should decline to do so again now)" JU1
wrote. Ltr. p. 3.

i On July 18,2003, Technical Staff advised that it visited mI on May 28 and June 3,
FOO3, to view progress. The few residents available "generally acknowledged that service
had improved but much was yet to be accomplished. Staff witnessed many completed and

plann,ed improvements made by JUT and reviewed the possible interim steps which could be
taken to quickly address needed improvements as part ora long term solution. In Staff's
Iview, the WVBuPH so1ution may require some adjustment to allowJUI to meet its agency's
goal. The PSC may also need to review the current financiaJ strcngth of JUI related to th,e
Mountain Systems since initiation of t11e recent rate increases as it relates to accomplishing
~ose goals.'o Initial & Final Memorandum p. 2, attached to Final Joint Staff Memorandum.

I TechI1ical Staff supported a general investigation to define current problems and
butIine solutions acceptable to all parties. The general investigation should be limited to the
physical and financjal operations of only the Mountain Systems.

However) Legal Staff suggested a different approach, as follows:
Whi1e the Technical SUpport Staff recommends that a genera) investigation
be initiated) the Lega) Division sl1ggests that the same inter-departmental
review of progress and future reasonable expectations within the parameters
of cash flow could be accomplished by a joint task force comprised of
representatives from the Bureau of Public Health) and the Public Service
Commj,ssion's Assistance and Engineering Divisjons. Participation in such
a task force would providc the Bureau with necessary assurances that
everythjng is being done as quickly as fmancially possible. At any time the
Bureau became dissatisfied with the progress of the task force) it could once
again petition fue Commission to initiate a general investigation. Its perition
could list the specific instances of UJ111eCessary delays or unreasonable
inactions of JUl.

Fina] Joint Staff Memorandum p. 2.

DISCUSSION

The Commission wishes to consjderthe Bureau's response to WI's Jetter) as we}J as
to LegaJ Staffs Sl.J ggesti on for a task force approach. Accordingly, the Conmrission invites
~e Bureau to fiJe a response within thirty (30) da,ys of the date of this order.
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