
Special Sanitary Board Agenda 
Thursday, December 8, 2022 

1:00 p.m. 
Town Hall 

104 N. King St. 
Shepherdstown, WV 25443 

Masks - Optional 
 
 
 

1. Call to Order 
2. Visitors:  David Decker, CPA 
 
3. Agenda items: 

  
            a.     Sewer Rate Increase 

b.     Testing of influent at Wastewater Plant 
 

4.  Adjournment 
 
 
                     



 
    Warm Springs Business Center  ∙  64 Warm Springs Avenue ∙ Martinsburg, WV 25404 
 
 
Corporation of Shepherdstown – Sewer Department 
New Sewer Rates and Rule 42 Exhibit Memo  
November 29, 2022 
 
 
In continuation of our previous discussions concerning a potential increase in Sewer 
service rates, I contacted the Public Service Commission of West Virginia (PSC) 
regarding several questions we had regarding the sewer membranes and how to report 
them for rate making (i.e. Rule 42 Exhibit) purposes, and their related effect on the rate 
increase.  Below are several important points I would like to relay to the Utility Board. 
 

 While sewer membranes are considered a normal Operating & Maintenance 
(O&M) expense for your financial statements, their costs can be removed from 
O&M for Rule 42 Exhibit purposes, thus they will be excluded from your Debt 
Service Coverage calculation - that is a good thing. 

 
 Annual funding of the Membrane Replacement Cost Reserve (cash account) can 

be based on the engineer’s estimation of $1,100,000 to replace the next 4 
membranes over a seven year funding period, which equals $157,143 per year 
over seven years, and that can also be excluded from your Debt Service 
Coverage calculation - that is a good thing. 

 
 In order to implement any future rate increase, utilities must comply with PSC 

General Order 183.08 and fund a Cash Working Capital Reserve (cash account) 
equal to one-eighth of your annual O&M expenses.  Cash Working Capital 
Reserve funds can only be used for “extraordinary and non-recurring 
expenditures”. 

 
 Both the cost of the sewer membranes and the annual funding of the Membrane 

Replacement Cost Reserve are excluded from O&M and are thus excluded from 
the Cash Working Capital Reserve calculation – that is a good thing.   

 
 However, you cannot use the Cash Working Capital Reserve account to help 

fund the cost of the membranes as the membranes are a recurring cost – that is 
a bad thing. 

 
 Without a rate increase, I am projecting that the Sewer Department will have a 

cash flow deficit of approximately $80,000 annually – that is a bad thing.  Cash 
flow is: Sewer revenue less O&M expenses less debt service less Membrane 
Replacement Cost Reserve funding. 
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 I am projecting that a 19.0% rate increase for Sewer services is needed.  
This will provide for approximately $25,000 of annual cash flow surplus after 
funding both the annual Membrane Replacement Cost Reserve and the new, 
required Cash Working Capital Reserve.  Debt service coverage would be 261%. 
 

 The 19% rate increase can be looked at as being comprised of a 10% increase 
due to “normal” cash flow needs and 9% increase due to the Cash Working 
Capital Reserve requirement.   
 

 The Sewer Department last had a rate increase on July 1, 2011 - that is almost 
eleven and a half years that rate payers have been paying the same rates 
without an increase.  

 
 In order to proceed with a rate increase, the Utility Board will need to make a 

motion to seek a rate increase and to approve its PSC legal counsel to file the 
necessary paperwork and Decker & Company PLLC to prepare the Rule 42 
Exhibit.  We will need to start and complete the Rule 42 Exhibit in December 
as we will not be able to work on it during January through April due to 
other scheduling commitments.  I have attached our engagement letter (i.e. 
contract) for approval. 
 

 
Sincerely, 
 
Decker & Company PLLC 
 

David W. Decker 
 
David W. Decker, CPA 
Member 
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