
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN INVESTIGATION INTO THE ALLEGED
DEFICIENCIES OF NEADES BRANCH
GAS AND WATER

)
) CASE NO« 9438
)

ORDER TO SHOW CAUSE

Nr. Kay Pigmon, an individual doing business as the Neades

Branch Gas and water ("Meades Branch" ), owns, operates, and

manages facilities used in connection with the distribution, sale
and furnishing of natural gas to the public for compensation for
light, heat or power. He is a uti.lity as defined by KRS 278.010.

KRS 278.280 authorizes the Commission to prescribe rules for
the performance of any service furnished or supplied by a utility.
Pursuant to this authority, the Commission has promulgated a rule,
codif ied at 807 Kentucky Administrative Regulations ("KAR" } 5:022
which establishes the minimum safety standards for the operation

of natural gas utilities.
The COmmission Staff haS Submitted to the Commission a

Utility Inspection Report, a copy of which is attached hereto as

Appendix A, ~hich alleges that~

l. On November 19, 1986, the Commission Staf f inspected the

facilities of Needes Branch tor compliance with the Commission's

regulations.

2. The Commission staff found bare exposed steel pipe,
corrosion at each customer service, and illegal and exposed



plastic pipe connected to regulators by radiator type hose clamps

at two customer services.

3. Nr, Pigmon violated 807 KAR 5:022, Section 9(2)(a), by

failing to protect service regulators from corrosion.

4. Mr. Pigmon violated 807 KAR 5:022, Section 10, by

failing to maintain sufficient external coating on Meades Branch's

metallic pipelines to protect them from corrosion.

5. Nr. Pigmon violated 807 KAR 5:022, Section 6(6)(b)(3),
by his use of radiator type hose clamps on plastic pipe instead of

joining materials which met the prescribed safety standards.

6. Nr. Pigmon violated 807 KAR 5:022, Section 7(12)(a), by

failing to correctly install plastic pipe below ground level.
The Commission Staff further alleges that a copy of the

Utility Inspection Report was sent to Mr. Pigmon on November 24,

1986'nclosed with the Report was a letter, a copy of which is

attached hereto as Appendix B, which requested Nr. Pigmon's

response. On January 23, 1987, another letter was sent to Mr.

Pigeon requesting his response. The Commission Staff reports that

no response to its letters has been received.

On Oecemher 22, 1986, the Commission ordered Neades Branch to
follow the operating requirements prescribed in 807 KAR 5<022 for

gas service and to file with the Commission within 30 days a

proposed timetable to bring the gas system into compliance with

those operating requirements. The Commission later agreed to
allow Meades Branch until April 1, 1987, to submit its proposed

timetable for bringing the system into compliance. Copies of

these Orders are attached hereto as Appendices C and D. It is



hereby alleged that neither Nr. Pigmon nor Neades Branch has

complied with the Commission's Order.

On July 9, 1987, the Commission Staff conducted an

unannaunced inspection of the Neades Branch facilities. In a

memorandum, attached hereto as Appendix E, the Staff alleges that

the deficiencies found an November 19, 1986, were sti.ll present on

July 9 and that the odor of natural gas was present at all service

locations.

The Commission staff considers the lack of adequate pressure

regulation and the existence af gas odors as serious potential
safety hazards. Without correction of these alleged hazards, the

Commission may require that the system be shut down.

WHEREFORE these premises considered, the Commission on its
own Notion, HEREBY ORDERS that:

1. Nr. Kay Pigmon, individually and as owner and operator

of Neades Branch, shall appear before the Commission on September

23, 1987, at l:30 p.m., Eastern Daylight Time, in the Commission's

offices at Frankfort, Kentucky, for the purpose of presenting

evidence concerning the operation of Neades Branch, specifically
the alleged violations of 807 KAR 5s022, and of showing cause why

he personally and Neades Branch should nat be subject ta the

penalties prescribed in KRS 278.990, attached hereto, for failure

to comply with the Commission's Orders and regulations.

2. Additionally, evidence should be given as to why some or

all of the service connections should not be disconnected so as to

ensure the safety of the system.



3. Appendices A, B, C, D, and E shall be and hereby are

included as part of the record of this proceeding.

4. Mr. Pigmon shall notify in writing each Meades Branch

customer of this proceeding. The notification shall consist of

distributing a copy of this Order to Show Cause to each customer

of Meades Branch Gas and Mater. (Copies enclosed.)

5. Mr. Pigmon shall submit a written response to the

allegations of the Commission Staff by the close of business 10

days from the date of this Order. Such written response shall

include an explanation of his failure to submit a proposed

timetable for bringing the Meades Branch system into compliance as

required by the Commission's Order of December 22, 1986. The

written response shall also include a listing of the names and

addresses of all Meades Branch customers.

Done at Frankfort, Kentucky, this 26th day of Auymt, 1987.

PUBLIC SERVICE COMMISSION

Chairman

hTTESTi

Executive Director



CONNONMEALTH OF KENTUCKY
PUBLIC SERVICE CGNNISSION

UTILITY INSPECTION REPORT

Neades Branch Gas and Water
Louisa, Ky.

November 24, 1986

BRZEF

Neades Branch Gas and Mater (Neades Branch) is a small

utility located in Lawrence County south of Louisa on Hwy. 23.

The principal purpose of this inspection was to determine if any

aboveground plastic pipe supplying gas remained.

INSPECTION

On November 19, 1986, Investigator Buster Alderman and I met

with Nr. Kay Pigmon, manager of Neades Branch. Nr. Pigmon took us

to the well and over the entire system. Me inspected the service

to each home and walked the area of the gas main.

FXNDXNGS

1. There is bare exposed steel at the well which runs approx-

imately 20 Eeet. There is also bare steel pipe at a small

creek crossing.

2. There is atmospheric corrosion at every customer service

(no meters, regulators only).
3. Two services have illegal and exposed plastic pipe con-

nected to the regulators by radiator type hose clamps on

customers'ide.

Appendix A
Pape 1 of 2



Report — Neades Branch Gas L Water
Page 2
November 24> 1986

RECOHNENDATIONS

Based on the findings of this investigation, it is recom-

mended that Meades Branch:

1. paint or apply coating to the exposed steel pipe by

December 23, 1986. [KAR 5:022, Section 10[1)]
2. Paint all customer service settings by December 23, 1986.

[807 KAR 5>022 Section 9(2)(a))
3. Have illegal plastic removed from service and replaced

with p/E plastic designed for use with gas and use coated

steel for aboveground installations by December 23, 1986.

[801 KAR 5".022 Section 10(5)(7)(8)]
It is further recommended that a copy of this report be sent

to Neades Branch so that it may correct the above deficiencies.

Respectfully submitted >

NLR/mll

Narcus t.. Rogers
Utility Investigator

Appendix A

Page 2 of 2



COMMONWEALTH OF KEN TuCKV

I UbI.IC SERVICE COMMISSION
F30 SCHENKEL LANE

POST OFFICE BOX 61S
FRANKFORT, KY. 40602

(SOS S6t 3940

November 24, 1986

Nr. Kay Pigmon, Nanager
Neades Branch Gas C Water
Route 4F Box 18CF

Louisa, KY 41230

Dear Nr. Pigman:

Enclosed is a copy of a report concerning the Neades Branch
follow-up inspection, which was performed by Nark Rogers on
November 19< 1986.

Please respond to this report. by December 23< 1986. 1'f you
require any clarification on these deficiencies, please cantact
Nr. Rogers at (502) 564-2545.

Claude Q. Rhorer, Jr., Director
Division of Utility Engineering

and Services

CGR/NLR/ILll

Enc losure

hppendix 8



CONMONHEALTH QF KENTUCKY

BEFORE THE PUBLIC SERUICE COHHISSION

In the Natter of:

KENTUCKY PUBLIC SERVICE CONNISS!ON
VS.
KAY PIGNON DBA HEAVES BRANCH GAS
AND HATER

)
) CASE NO. 9438
)

0 R D E R

On October 25, 1985, the Commission ordered Kay Pigmon d .b .a .
Neades Branch Gas and W'ater ("Neades Branch" ) to show cause why it
should not be fined for failure to comply with the Commission's

regulations. Attached to the Order was a copy of a staff inspec-

tion report dated April 23, 1985. mailed to Headea Branch August

27, 1985< setting forth the need for improved construction, better

maintenance and more attentive operation. Neades Branch requested

an on-site conference with the staff utility investigators, which

was conducted on December 16, 1985. Several items of deficiency

were discussed, and Meades Branch was given 6 months to bring the

system into compliance. At that time Neades Branch stated the

deficiencies would be corrected.
A follow™up inspection on June 2 and 3> 1986, disclosed that,

the deficiencies had not been corrected. On July ll< 1986< the

Commission issued an Order which scheduled a show cause hearing

for August 13, 1986. After rescheduling on Neades Branch's

motion, the hearing was held on September 25, 1986. Kay Pigmon,

owner and operator of the system, appeared as a witness. Hark

App end i x C



clevenger was counsel far Neades Bt anch. The decision of the

Commission is based upon written submissions, testimony by Nr.

Pigmon and Commission staf f, and documents available in the

Commission's offices.
COMMENTARY

Nr. Pigmon, owner and operator, testified that he acquired

Neades Branch approximately 1 1/2 years ago, serving 12 water

customers and 9 gas customers, 3 of whom receive free gas and

water (Nr. Pigmon, his mother-in-law, and his sister-in-law). The

summer rate is $ 15 for ~ater and S5 for gasi the winter rate is
$ 40 for water and gas combined.

During the on-site conference Neades Branch agreed to correct

several deficiencies noted in the staff report, including making a

gas leak survey and repairing any leaks. Gas meters were to be

installed at each gas service. Proper chemical treatment of the

water was also to be commenced, with adequate testing. Finally,

Neades Branch agreed to follow the regulations pertaining to the

operation and management of a gas and water utility in a safe and

efficient manner.

At a follow-up inspection the staff found that no discernible

progress had been made toward bringing either system into compli-

ance. Neades Branch has discontinued service to customers without

prior written notice. The water is not protected by artificial
treatment, including continuous disinfection throughout the sys-

tem. The broken chlorinator has not been repaired or replaced.

Some of the water mains and water service lines do not have ade-

quate cover to protect them from freezing. Neades Branch has



never performed any gas or water leak surveys to determine where

leaks exist and what repairs are needed. The services are not

metered. The rates and rules by which Meades Branch operates have

never been filed with the Commission. No annual report has ever

been submitted and Neades Branch does not keep operating records

required for service interruption, complaint information and

pressure information.

On July 28, 1986, Neades Branch filed a response to the June

1986 inspection. In the response Nr. Pigmon stated that Neades

Branch only discontinues service when a customer does not pay the

bill. At the hearing he claimed that he sends the delinquent cus-
tomer a written notice, then talks to the customer to try to work

out a payment arrangement, and the final step is to send a written

disconnection notice.
Also> Neades Branch has purchased a chlorinator. As of the

date of the hearing it had been installed and was providing disin-
fection for the water system. Nr. Pigmon testified that every

couple of months he sends water samples for testing. While the

written response did not discuss the inadequate cover on water

mains and service lines or the lack of gas and water leak surveys,

Nr. Pigmon testified that the water lines have never frozen and

that he walks the lines approximately three times per month as

weather permits. Leaks are repaired as they are discovered;

however, no records are kept of this activity.
In response to the lack of metering, the absence of operation

records, and the failure of Neades Branch to file rates and condi-

tions for service and an annual report, Nr. Pigmon stated the



revenues from the system are inadequate to comply with the Commis-

sion's regulations. Nr. Pigmon testified that Neades Branch

derives an annual gross income of approximately 83,600, and he

estimates that the repairs the Commission requires would cost more

than $ 12 000.
Nr. Pigmon further testified that the gas system has two

shut-of f valves on the main and a shut-of f valve at each service.
Each service also has a high pressure regulator which assists in

reducing the main and service line pressure from li0 — 150 pounds

to approximately seven ounces in the house lines. The Commission

is of the opinion that the pressure regulation and pressure relief
capability which exists on the gas system does not meet the mini-

mum requirements of the Commission's pipeline safety regulations.
hccording to the record, the service regulator is the only means

of pressure regulation between the well and each service. How-

ever, the Commission's pipeline safety regulations prescribe that

when the operating pressure in a distribution system exceeds 60

pounds per square inch additional pressure regulation is required

to regulate and limit the pressure of gas delivered to the custom-

er (807 KAR Ss022, Section 4( 31}(c}]. One of four methods is
available to Neades Branch to achieve compliance. Commission

staff will assist Nea'des Branch to determine the most economical

approach which romplies with the regulations.

The gas system has approximately 700 — 800 feet of bare steel

pipe, which was installed around 1971, and inadequate corrosion

control exists on the buried portion of the steel pipe. Nr.

Pigmon testified that less than 10 feet of this pipe is



aboveground. A corrosion survey must be conducted to determine

the proper method of corrosion control. The Commissicn staff will

assist Meades Branch in achieving compliance with regard to

corrosion control in the most economical and efficient way

possible.
The Commission recognizes the limited financial resources

available to Meades Branch. However, state statutes require

Meades Branch to operate safely and in compliance with the commis-

sion's regulations. Mr. Pigmon testified that he will develop and

file a financial statement, annual report, and tariffs for Meades

Branch. He also testified that four gas meters have been pur-

chased and, in information filed subsequent to the heari.ng<

asserted that gas meters will be installed for all paying cus-

tomers by July 1, 19B7. commission staf f will assist Meades

Branch in determining the necessary plans and records that must be

developed and maintained, and an appropriate schedule consistent

with Meades Branch's resources.

Because Meades Branch has demonstrated a willingness to bring

the gas and water systems into compliance with the regulations,

the Commission is of the opinion that a fine should not be levied

against Meades Branch at this time.

FINDXNGS AND ORDERS

After reviewing the record and being advised, the Commission

is of the opinion and hereby finds that:
Safety inspections conducted on March 3 and 4, 1985, and

June 2 and 3, 1986< found Meades Branch in violation of numerous

regulations of the Commission.



2. From the evidence presented at the hearing and the

information f i led subsequently, Meades Branch intends to operate
its gas and ~ater systems in compliance with the Commission's

regulations.

3. Neades Branch should develop and maintain the plans and

records regarding the safe operation of its gas and water systems

in accordance with 807 KAR 5:022 (gas) and 807 KAR 5:066 (water}.
4. Neades Branch should file with the Commission a copy of

its tariff in accordance with 807 KAR 5:Oll.
5. Neades Branch should have a corrosion survey performed

on its gas system to determine the appropriate corrosion control
method to implement.

6. Neades Branch should install adequate pressure regula-

tion on its gas system by implementing the appropriate method as

prescribed in 807 KAR 5:022, Section 4(31)(c)1.-4.
IT IS THEREFORE ORDERED that:

l. 'Within 30 days of the date of this Order, Neades Branch

shall file a copy of its tariff in accordance with 807 KAR 5:011
for approval by the Commission.

2. Neades Branch shall follow the operating requirements as

prescribed in 807 KAR Ss022 for gas service and 807 KAR 5<066 for

water service. Within 30 days of the date of this Order, Neades

Branch shall file with the Commission a proposed timetable to
bring the gas and water systems into compliance with these oper-

ating requirements.

3. Within 30 days of the date of this Order, Neades Branch

shall arrange for a corrosion survey to be performed on the steel



pipe in its gas system and submit the name of the person who will

perform the corrosion survey to the Commission for approval.

Meades Branch shall provide the Commission with a copy of the

survey's results and recommendations within 10 days of its
completion.

4. Within 30 days of the date of this Order, Meades Branch

shall install adequate pressure regulation to bring the gas

system's pressure regulation controls into compliance with 807 KAR

5:022, Section 4(3l(c)l -4).
Done at frankfort, Kentucky, this 22nd day of December, 1986.

By the Commission

E:xecutive DirectoU0



CONNONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE CONN ISS ION

In the Natter of:

KENTUCKY PUBLIC SERVICE CQNNISSION )
VS ~ ) CASE NO.
KAY PIGNON D/B/A MEADES BRANCH GAS ) 9438
AND WATER )

O R D E R

On February 19, 1987, Neades Branch Gas and Water ("Neades

Branch" ) filed a request< by letter, which the Commission will

treat as a Notion for a 30 day extension i.n which to f ile
information requested in the Commission's Order, December 22,

1986. The Commission entered a reminder letter extending the

information request to February 13, 1987.

The Commission is of the opinion and finds that the Notion

should be granted.

IT IS THEREFORE ORDERED that the time in which Neades Branch

shall file the information is extended to the close of business,

April 1, 1987.

Done at Frankfort, Kentucky, this 9th day of Natrch, 1987.

By the Commission

ATTEST!

km~
Executive Direct~@

Append%.x D



TO. Neades Branch Gas a Mater Pi.le

THRU:

FRON:

DATE t

RE:

Scott Smith
Larry Amburgey

i'alphDennis ~
Dave Kinman

July 10, 1987

Meades Branch Noncompliance

On July 9, 1987'SC Gas Pipeline Safety Branch Investigators
Buster alderman, sark Rogers and I made an unscheduled inspection
in the Neades Branch area of operations.

We found that no gas meters had been installed, nor was the
gas well master metered. No regulators were visi,ble at the gas
well. tJnapproved plastic pipe and unapproved fittings were
visible on the regulator set supplying gas to the residence of
Mrs. Betty Niller. Unauthorized plastic was also visible in an
open ditch at this location. The odor of gas was present at all
locations visited as well as being evident in the air behind the
vacant store building on the Neades Branch system.

tt would appear that Neades Branch has made very little
effort to bring this system into even basic compliance.

DBK/al l

At tachaents a

photos of Heades Br. Gas systesL

Apper.de E



29 Public Service Commission 278.992

278.6IO Requlreaseets for certification of nuclear
power facIUty

If the requirements of KRS 278.605 have been mct, the
public sctvicc commission may certify a nuclear power
facility if it finds that:

(1) Specific facilities with adequate capacity to contain
high level nuclear waste arc in actual operation, ar will be in
operation at the time the nuclear power facility being certi-
fied requires the means for the disposal of high level nuclear
wester

(2}Thc phsn for disposal of high level nuclear waste for
the nuclear facility to be certified is in full coal'ormily with
thc technology approved by the authorized agency of the
United States government; and

(3) The oat of disposal of high level nuclear waste from
the nuclear facility to be certified is known with reasonable
certainty, such that an acclitatc ccononuc asscssfncht of thc
proposal can be completed.

HISTORY: 1984 c 15, 8 3. Cff. 7-13-84

PENALTIES

(1)Any officer, agent or employe of e utility, as defined
in KRS 27&.OIO, aad any other person who wififuUy viohstcs
any of the provisions of this chapter. os wbo ptocures, aids
or abets any violation of those provisions by any such utility,
shall be fined not more than one thousand dollars ($1,000)
or imprisoned for aot morc than six (6) months, or both. If
any such utility that is a private corporation violates any of
the provisions of this chapter, or does any act therein pro-
hibitcxl, or fails to perform any duty imposed upon it under
those sections for which no penalty has been provided by
law, or fails to obey any lawful requirement or order of the
public service commission, the utility shafi for each Offense
forfeit and pay to the state treasurer„ to bc enditcd to the
general fund, a sum not less than twenty-five dollars
($25.00) nor more than one thousand dollars ($1,000).
Each act, otnissioa or failure by an ofFicer, agent or other
person acting for or employed by a utility and acting within
the scope of his cmploymcnt shall bc deemed to be the act,
omission or failure of thc utility.

(2) Actions to recover the principal amount due and
penalties under this chapter shall bc brought in the name of
ihe Commonwealth in the Franklin Circuit Court. When-
ever any utility is subject to a penalty under this chaptct,
the public service commission shall certify the facts to its
counsel, who shall bring an active fof recovery of the princi-
pal etnount du» and the penalty. The commission may oom-
ptulaiae llad dicauSS thC aetiea On tCrlne a jqjriavwu by the
court. The principal amount duc shaU bc paid into tbe state
treasury aad crcclitcd to the account of the commission. end
e11 penalties recisveted in such actions shall be paid into the
state treasury aad credited to the general fund.

(3) Any utility that faib to pay an asscsssncnt as pro-
vided fof by KRS 278,130 to 278.1$0 shaU forfeit and pay
to the state oac tbotssand dofiats ($1,000), and twenty-live
dogats ($2$.00) for each day it feHs to pay thc assessment,

end shall not be released thereby from its liability for the
assessment.

(4) Any utility that issues any securities ot evidences of
indebtedness, or assumes any obh&siion ar liability in
respect to the securities or evidences of indebtedness of any
other person, or makes any sale or other disposition of secur-
ities or evidcrrces of iisdebtedacss, or the proceeds thereof.
for purposes other than the purposes specified in thc otdct
of the conimission made with respect thereto under KRS
278.3OO, stian bc fined not morc than tcn thousand dollars
($10,000).

(5) Any utility that violates any of thc provisions of KRS
278.460 shall be fined aot less than one hundted dollars
($100) for each offense,

(6) Atty company that wilU'uUy fails to receive, transport
arMt deliver oil or gas as tequited by KRS 278.490 shall, in
addition to heing liable in damages to the injured person, be
lined not less than one hundred dollars ($100) nor more
than five hundred doUats ($500), and each day of wUlful
t'ailure shall constitute a separate offense.

('7) Any telephone company that refuses to make e con«
aection with the exchange of hnce of another company fof ~
period of thirty (30}days after be(ng ordered to da so by the
public service e ~~ under subsection (2) of KRS
278.530 shall be fined not bras than mc thousand doUars
($1,000) aor motethaa five thouaaaddoUata($ $~)„to be
retxsvcrcd by indictsacat ia tbc FfaaMia Circuit Court or in
the circuit court of the county where tbc corapeay request-
ing the connection resides or bas its chief oNce in this state.
If thc company desiring the connection proceeds to tnake
the connection, as permitted by subsection (2) of KRS
27&.530, and thc company so connected with refuses to
receive and transmit the toll messages offered to it by the
company making the connection, or refuses to deliver
messages from its owa lines or exchanges to the lines or
exchanges of the company maldng the connection, thc com-
pany so refusing shall be fined oae hundred dollars ($100)
for each day it refuses, to bc recovered by indfctmcnt in the
courts mentioned in the first sentence of this subsection; if it
continues so to refuse for a period of six (6) months it shall
forfeit its right to do business in thi ~ state, and any of its
officers, agents or cmplnycs who does of attempts to do any
business in this state for it after the expiration of tbe six (6)
months'eriod shall be Iiacd Fifty doUars ($50.00) for each
day be docs or attempts to do such businca.

HISTORY: 1986 c 300, $ 4, cff. 7»15-86
1982 c &2, 8 50; 1978 H $47, 8 $4; 1974 H 393, 8 4'7:
1942 c 208, 8 1; KS 786. 842b-2, 2223-2, 3766b.le,
3952-24, 3952-59, 3952%I, 4679f-2,

4679'st0og

ttgpgRgstcgo

jurisdiction of «winy rsastaiory aoeiriirssi«s; spplrcatian of
other Liiws, 279.2I 0

278.992 CIA Sssssdty fesi ~~
Aalr person wha violates aay regulation adapted end

fit«l pursuant to KRS Chapter 13 by the public service
commission governing the safety of pipcliao facfiitics
aad/of thc transportation ot gas as those terms atc defined
in the Natural Gas Pipeline Safety Act of 1968, VB. Coa-
gtesa, shaU be subject to a cbrU penalty to be a~ by ihe


