COMMONWEALTE OF KENTUCKY .

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN INVESTIGATION INTO THE ALLEGED ) CASE NO.
DEPICIENCIES OF VERNA HILLS, LTD. ) 9881

O R D E R

The Commission initiated this proceeding to allow Verna
Hills, Ltd., ("Verna Hills") an opportunity to show cause why it
should not be penalized for failing to correct the service

deficiencies noted in a Commission Utility Inspection Report dated
February 27, 1987. An evidentiary hearing was held on April 14,

1987, and Verna Hills submitted testimony regarding ite efforts to

correct the service deficiencies. The Commission's Engineering

Division has continued to conduct periodic service inspections of

verna Hills pursuant to the directive set forth in the
Commission's Order entered May 9, 1986, in Case No. 9484, The

Application of Verna Hills, Ltd., for an Emergency and Permanent

Rate Increase.

Based on the evidence of record and being advised, the

Commigsion is of ¢the opinion and hereby finds that all of the

Verna Hills' Reinspection Reports complled subsequent to April

1987, should be incorporated into the record in this proceeding.

Those reports are set forth in Appendix A to this Order.
Hills and

Verna
the intervenor, Attorney General's Office, should have

20 days from the date of this Order to submit written comments




relating to the substance of the Reingpection Reports and Verna
Hille' progress in obtaining financing to fund the necessary
repairs. Either Verna Hills or the Attorney General's Office may
also within 20 days reguest a further hearing to present
additional testimony regarding the existing service deficiencies

and the efforts to correct them.

IT IS THEREFORE ORDERED that:

1. The Verna Hills Reinspection Reports, set forth in
Appendix A to this Order, be and they hereby are incorporated into
the record of this case.

2, Verna Hills and the Attorney General's Office be and
they hereby are granted 20 days from the date of this Order to: a)

submit written comments on the substance of the Reinspection

Reports; and/or b) request a further hearing.

Done at Frankfort, Kentucky, this 6th day of April, 1988.

PUBLIC SERVICE COMMISSION

Chaiman z

-

Vic alrman

ATTEST:

Executlve Dlrector



APPENDIX A
APPENDIX TO AN ORDER OF THE
KENTUCKY PUBLIC SERVICE COMMISSION
IN CASE NO. 9881 DATED APRIL _ 6, 1988

VERNA HILLS REINSPECTION REPORTS




Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On March 23, 1988, the monthly reinspection of Verna Hills,
Ltd., was conducted. The condition of the utility has deterio-
rated since the December 29, 1987, inspection. (see attached)

The clarifier has become covered with scum, the skimmers are

not operating properly and a slight odor was being emitted. It

looks as if the plant has not been serviced for sometime.

Submitted,
March 24, 1988

Larry'N. Updike
Utility Investigator 273}
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Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On December 29, 1987, the monthly reinspection of Verna

Hills, Ltd., was conducted. The condition of the utility has not

changed since the October 29, 1987, inspection. (see attached)

Submitted,
December 30, 1987

éarry h. Upd’Ee

Utilicty Investigator
CGR:LNUsaem ' LY.



Commonwealth of Kentucky
Public Service Commission

OTILITY RERINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

November 4, 1987

on October 29, 1987, a joint inspection of Verna Hills, Ltd.,
vas conducted by the Public Service Commission, Natural Resources

and Environmental Protection Cabinet ("NREPC") and the Clark

County Health Department. In attendance for Verna Hills, Ltd.,
were Don Bates, owner and Bill Parrell, plant operator; for NREPC
was Susan Koier, environmental inspector; for Clark County Health
Department, Nate Ragland, environmental inspector and Len Midden,

supecvisor and for the Public Service Commisaion, Dennis Jones,

accountant, Mark Frost, accountant and Larry N. Updikeé, utility
finvestigator.

During the inspection the following conditions were found:
1. Bighteen of the 24 diffusers in the aeration basin and

digester needs to be replaced or repaired.

2. The comminutor needs to be repaired or replaced (last

priority of items to be completed).

3. The air leak in the diffuser drops and/or line feeding

the diffuser drops needs to be repaired.

4. The 2 rusty chlorine cylinders in the metal cabinet at

the chlorine contact basin need to be removed from the plant area

and disposed of for safety reasons.




Report - Verna Hills, Ltd.
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November 4, 1987

S. The lagoon is still high in sludge deposits. Its color
being gray to black, indicates it is in a septic condition. In
order for the lagoon effluent to meet its parameters all sludge
deposits need to be removed (first priority).

6.  All effluent from the lagoon to the chlorine contact

basin needs to be chlorinated.

7. Sludge deposits are again beginning to build up in the
stream between the outfall of the lagoon and the culvert on U.S.
60.

8. The cattails in the stream are food for muskrats, these
should be removed for safety of the lagoon impoundment bank.

9. Verna Hills, Ltd., permit to dump sludge from the lagoon
on farm land expires on October 31, 1987. The pormit is in the
process of being renewed. No sludge is allowed to be dumped once
the top of the ground freezes or is saturated with water.

The following is a list of items completed on Verna Hills,
Ltd., to date:

l. pDon Bates has been recertified as a plant operator by
the NREPC, Certificate No. 0042754.

2. The lift station on Larry Court has been repaired.

3. Approximately 136 loads of 1,000 gallons each have bdeen

removed from the lagoon, leaving approximately 145 loads to be

removed.
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November 4, 1987
4. Approximately 14 loads of 1,000 gallons each have been

removed from the stream between the outfall of the lagoon and the

culvert on U.8. 60,

5. Six diffusers have Dbeen replaced leaving 18 to be
replaced.

6. The air leak -in the line feeding the skimmer in the
clarifier has been repaired.

7. The comminutor is being repaired.

Susan Koler stated that NREPC was primarly interested in
seeing that Verna Hills, Ltd., meets the parameters of its permit,
not the physical condition of the plant. She also stated that
Verna Hills, Ltd., is in good shape compared to some of the other
systems she i{inspects. Her inspection of October 2, 1987, shows
the lagoon condition to be unsatisfactory, the chlorination is
marginal and has a question mark by fecal coliform violations.

Submitted,
November &, 1987

1 397 . @
Utility Investigator

49
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Commonwealth of Rentucky
Public Service Commission

CTILITY REIRSPECTION REPORT

verna Hills, Ltd.
Winchester, Kentucky
On February 18, 1988, the monthly reinspection of Verna
Hills, Ltd., was conducted. The condition of the utility has not
changed since the December 29, 1987, inspection. (see attached)

Submitted,
February 23, 1988

Larry N. dike
Utility Investigator

CGR:LNU:aem "‘/é)k
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Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky
On December 29, 1987, the monthly reinspection of Verna
Hills, Ltd., was conducted. The condition of the utility has not
changed since the October 29, 1987, inspection. (see attached)

Submitted ’
December 30, 1987

Larry h. UpdiEo

Utility Investigator
CGR:1LNUtaem ry-2




Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

November 4, 1987

On October 29, 1987, a joint inspection of Verna Hills, Ltd.,

vas conducted by the Public Service Commission, Natural Resources

and Environmental Protection Cabinet ("NREPC") and the <Clark
County Health Department. In attendance for Verna Hills, Ltd.,

were Don Bates, owner and Bill Farrell, plant operator; for NREPC

was Susan Koier, environmental inspector; for Clark County Health

Department, Nate Ragland, environmental inspector and Len Midden,

supervisor and for the Public Service Commission, Dennis Jones,

accountant, Mark Frost, accountant and Larry N. Updike, utility
investigator.

During the inspection the following conditions were found:

1. Efighteen of the 24 diffusers in the aeration basin and
digester needs to be replaced or repaired.

2. The comminutor needs to be repaired or replaced (last
priority of items to be completed).

3. The air leak in the diffuser drops and/or line feeding
the diffuser drops needs to be repaired.

4. The 2 rusty chlorine cylinders in the metal cabinaet at

the chlorine contact basin need to be removed from the plant area

and disposed of for safety reasons.




Report - Verna Hills, Ltd.
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November 4, 1987

5. The lagoon is still high in sludge deposits. Its color
being gray to black, indicates it is in a septic condition. In
order for the lagoon effluent to meet its parameters all sludge
deposits need to be removed (first priority).

6. All effluent from the lagoon to the chlorine contact

basin needs to be chlorinated.

7. Sludge deposits are again beginning to build up in the

stream between the outfall of the lagoon and the culvert on U.S.
60.

8. The cattails in the stream are food for muskrats, these
should be removed for safety of the lagoon impoundment bank.

9. Verna Hills, Ltd., permit to dump sludge from the lagoon
on farm land expires on October 31, 1987. The permit is in the
process of being renewed. No sludge is allowed to be dumped once
the top of the ground freezes or is saturated with water.

The following is a list of items completed on Verna Hills,
Ltd., to date:

1. Don Bates has been recertified as a plant operator by
the NREPC, Certificate No. 0042754.

2. The 1ift station on Larry Court has been repaired.

3. Approximately 136 loads of 1,000 gallons each have been

removed from the lagoon, leaving approximately 145 loads to be

removed.
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4. Approximately 14 loads of 1,000 gallons each have been
removed from the stream between the outfall of the lagoon and the
culvert on U.S. 60.

S. Six diffusers have been replaced leaving 18 to be

replaced.

6. The alr leak in the line feeding the skimmer in the
clarifier has been repaired.

7. The comminutor is dbeing repaired.

Susan Koier stated that NREPC was primarly interested i{n
seeing that Verna Hills, Ltd., meets the parameters of its permit,
not the physical conditiorn of the plant. She also stated that
Verna Hills, Ltd., is in good shape compared to some of the other
systems she inspects., Her inspection of October 2, 1987, shows
the lagoon condition to be unsatisfactory, the chlorination |is
marginal and has a question mark by fecal coliform violations,

Submitted,
November 4, 1987

rry e
Utility Investigator

&8)
)
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Commonwealth of KRentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On January 18, 1988, the monthly reinspection of Verna Hills,
Ltd., was conducted. The condition of the utility has not changed
since the December 29, 1987, inspection. (see attached)

Submitted,
January 19, 1988

égrry’N. agdike

Utility Investigator

CGR:LNUsaem ot



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On December 29, 1987, the monthly reinspection of Verna

Hills, Ltd., was conducted. The condition of the utility has not

changed since the October 29, 1987, inspection. (see attached)

Submitted,
December 30, 1987

Larry N. Updfke

Utility Investigator
CGR:LNU:aem ZJJ



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, LtAa.
Winchester, Kentucky

November 4, 1987

On October 29, 1987, a joint inspection of Verna Hills, Ltd.,
was conducted by the Public Service Commission, Natural Resources
and Environmental Protection Cabinet ("NREPC") and the Clark
County Health Department. In attendance for Verna Hille, Ltd.,
were Don Bates, owner and Bill Farrell, plant operator; for NREPC
was Susan Koier, environmental inspector; for Clark County Health
Department, Nate Ragland, environmental inspector and Len Midden,
supervisor and for the Public Service Commission, Dennis Jones,
accountant, Mark PFrost, accountant and Larry N. Updike, utility
investigator.

During the inspection the following conditions were found:

1. Eighteen of the 24 diffusers in the aeration basin and
digester needs to be replaced or repaired.

2. The comminutor needs to be repaired or replaced (last
priority of items toc be completed).

3. The air leak in the diffuser drops and/or line feeding
the diffuser drops needs to be repaired.

4. The 2 rusty chlorine cylinders in the metal cabinet at
the chlorine contact basin need to be removed from the plant area

and disposed of for safety reasons.



Report -~ Verna Hills, Ltd.
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November 4, 1987

5. The lagoon is still high in sludge deposits. 1Its color
being gray to black, indicates it is in a septic condition. In
order for the lagoon effluent to meet its parameters all sludge
deposits need to be removed (first priority).

6. All effluent from the lagoon to the chlorine contact
basin needs to be chlorinated.

7. Sludge deposits are again beginning to build up in the
stream between the cutfall of the lagoon and the culvert on U.S.
60.

8. The cattails in the stream are food for muskrats, these
should be removed for safety of the lagoon impoundment bank.

9. Verna Hills, Ltd., permit to dump sludge from the lagoon
on farm land expires on October 31, 1987. The permit is in the
process of being renewed. No sludge is allowsed to be dumped once
the top of the ground freezes or is saturated with water.

The following is a list of items completed on Verna Hills,
Ltd., to date:s

1. Don Bates has been recertified as a plant operator by
the NREPC, Certificate No. 0042754.

2. The 1lift station on Larry Court has been repaired.

3. Approximately 136 loads of 1,000 gallons each have been

removed from the lagoon, leaving approximately 145 loads to be
removed.




Report ~ Verna Hills, Ltd.
Page 3
November 4, 1987
4. Approximately 14 loads of 1,000 gallons esach have been
removed from the stream between the outfall of the lagoon and the

culvert on U.S. 60.

S. Six daiffusers have been replaced leaving 18 to be
replaced.

6. The air leak in the line feeding the skimmer in the
clarifier has been repaired.

7. The comminutor is being repaired.

Susan Koier stated that NREPC was primarly interested in
seeing that Verna Hills, Ltd., meets the parameters of its permit,
not the physical condition of the plant. She also stated that
Verna Hills, Ltd., is in good shape compared to some of the other
systems she inspects. Her inspection of October 2, 1987, shows
the lagoon condition to be unsatisfactory, the chlorination is

marginal and has a queation mark by fecal coliform violations.

Submitted,
November 4, 1987

1337 ®
Utility Investigator
£8)

CGRi1LNUtaon



VERNA HILLS LTD.

1515 Southgate Avenue
P.O. Box 16085
Louisville, KY 40216-0085
DON BATES Q - (502) 368-2624
January 13, 1988 A
VY L L (G
Ms. Susan Koier
Division of Water ._,’&""/ﬁlON OF UTILTY
Fort Boone Plaza E RING
18 Reilly Road & SERVICES

Frankfort, KY 40601

Re: Treatment Plant Repairs

Dear Ms. Koier:

This letter 1s to advise you that on 12-8-87 the 3/4" air lines
that operate the sludge return pipes were replaced in the clarifier
tanks in the treatment plant at Verna Hills Subdivision. The entire
treatment plant was shut down at 6:00 a.m. i{in order for the solids
to settle and pumping did not start until several hours later. The
clarifier tanks were pumped completely dry. The sludge was pumped
to the back holding tanks and only the clear supernatevwascdiverteéd
into the pond via the trough. We did have several chlorine tablets
in the trough to chlorinate the discharge into the pond. Once the
tanks were dry, repairs were made to several pipes other than the
3/4% air lines (photos available upon request). The cost of the work
done exceeded the amount of monies approved by the Public Service
Commission but I felt I had no choice but to do a complete thorough
job and now the sludge returns are working as Lf '"new'. Also, the

tanks were completely cleaned and all foreign objects removed which
were substantial.

Secondly, this letter is also to inform you that on or about
12-1-87 I was advised that the lift station had quit working, upon
inspection we discovered that both transformers in the control panel
were blown. Once the new transformers were located, the repairs
were made on 12-4-87. We not only had to replace them but we had




PAGE 2
JANUARY 13, 1988

to rewire the transformer panel itself. As of this date the lift

station and the treatment plant are in excellent working condition.
If you should have any questions or need further {nformation

about the contents of this letter, please do not hestitate to call
or contact me.

Respectfully Yours,

Doh Bates, President
Verna Hills, Ltd.

DWB/nd

cc: Mr. Guy Graves, Attorney
Kentucky Public Service Commission
Clark County Health Department
Mr. John Bodnar
File



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky
On December 28, 1987, the monthly reinspection of Verna
Hills, Ltd., was conducted. The condition of the utility has not
changed since the October 29, 1987, finspection. (see attached)

Submitted,
December 30, 1987

Larry h. Updike

Utility Investigator
CGR:LNU:aem vy 24



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT
Verna Hills, Ltd.

Winchester, Kentucky

November 4, 1987

On October 29, 1987, a joint inspection of Verna Hills, Ltd.,
was conducted by the Public Service Commission, Natural Resources
and Environmental Protection Cabinet ("NREPC") and the <Clark
County Health Department. In attendance for Verna Hills, Ltd.,

were Don Bates, owner and Bill Farrell, plant operator; for NREPC

was Susan Koier, environmental inspector; for Clark County Health

Department, Nate Ragland, environmental inspector and Len Midden,
supervisor and for the Public Service Commission, Dennis Jones,
accountant, Mark Prost, accountant and Larry N. Updike, utility

investigator.

During the inspection the following conditions were found:

1. Eighteen of the 24 diffusers in the aeration basin and
digester needs to be replaced or repaired.

2. The comminutor needs to be repaired or replaced (last
priority of items to be completed).

3. The air leak in the diffuser drops and/or line feeding

the diffuser drops needs to be repaired.
4. The 2 rusty chlorine cylinders in the metal cabinet at
the chlorine contact basin need to be removed from the plant area

and disposed of for safety reasons.



Report - Verna Hills, Ltd.
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November 4, 1987

Se. The lagoon is still high in sludge deposits. 1Its color
being gray to black, indicates it is in a septic condition. In
order for the lagoon effluent to meet its parameters all sludge
deposits need to be removed (£irst priority).

6. Al]l effluent from the lagocon to the chlorine contact
basin needs to be chlorinated,

7. Sludge deposits are again beginning to build up in the
stream between the outfall of the lagoon and the culvert on U.S.
60.

8. The cattails in the stream are food for muskrats, these
should be removed for safety of the lagoon impoundment bank.

9. Verna Hills, Ltd., permit to dump sludge from the lagoon
on farm land expires on October 31, 1987. The permit is in the
process of being renewed. No sludge is allowed to be dumped once
the top of the ground freezes or is saturated with water.

The following is a list of items completed on Verna Hills,
Ltd., to date:

1. Don Bates has been recertified as a plant operator by
the NREPC, Certificate No. 0042754.

2. The 1lift station on Larry Court has been repaired.

3. Approximately 136 loads of 1,000 gallons each have been

removed from the lagoon, leaving approximately 145 loads to be

removed.




Report - Verna Hills, Ltd.
Page 3
November 4, 1987
4. Approximately 14 loads of 1,000 gallons each have been
removed from the stream between the outfall of the lagoon and the

culvert on U.S. 60.

S. Six diffusers have been replaced leaving 18 to be

replaced.

6. The air leak in the 1line feeding the skimmer in the
clarifier has been repaired.

7. The comminutor is being repaired.

Susan Koier stated that NREPC was primarly interested in
seeing that Verna Hills, Ltd., meets the parameters of its permit,
not the physical condition of the plant. She also stated that
Verna Hills, Ltd., is in good shape compared to some of the other
systems she inspects. Her inspection of October 2, 1987, shows
the lagoon condition to be unsatisfactory, the chlorination is
marginal and has a question mark by fecal coliform violations.

Submitted P)
November 4, 1987

arxcy, . [
Utility Investigator

£8J
2
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Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Winchester, Kentucky

November 4, 1987

On October 29, 1987, a joint inspection of Verna Hills, Ltd.,

was conducted by the Public Service Commission, Natural Resources

and Environmental Protection Cabinet ("NREPC") and the Clark

County Health Department, In attendance for Verna Hills, Ltd.,

were Don Bates, owner and Bill Farrell, plant operator; for NREPC

was Susan Koier, environmental inspector; for Clark County Health

Department, Nate Ragland, environmental inspector and Len Midden,

supervisor and for the Public Service Commission, Dennis Jones,

accountant, Mark Frost, accountant and Larry N. Updike, utility

investigator.

During the inspection the following conditions were found:

1. Eighteen of the 24 diffusers in the aeration basin and

digester needs to be replaced or repaired.

2. The comminutor needs to be repaired or replaced (last

priority of items to be completed).

3. The air leak in the diffuser drops and/or line feeding

the diffuser drops needs to be repaired.

4. The 2 rusty chlorine cylinders in the metal cabinet at

the chlorine contact basin need to be removed from the plant area

and disposed of for safety reasons.




Report - Verna Hills, Ltd.
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November 4, 1987

S. The lagoon is still high in sludge deposits. 1Its color
being gray to black, indicates it is in a septic condition. In
order for the lagoon effluent to meet its parameters all sludge
deposits need to be removed (first priority).

6. All effluent from the lagoon to the chlorine contact
basin needs to be chlorinated.

7. Sludge deposits are again beginning to build up in the
stream between the outfall of the lagoon and the culvert on U.S.
60.

8. The cattails in the stream are food for muskrats, these
should be removed for safety of the lagoon impoundment bank.

9. Verna Hills, Ltd., permit to dump sludge from the lagoon
on farm land expires on October 31, 1987. The permit is in the
process of being renewed. No sludge is allowed to be dumped once
the top of the ground freezes or is saturated with water.

The following is a 1list of items completed on Verna Hills,
Ltd., to date:

l. Don Bates has been recertified as a plant operator by

the NREPC, Certificate No. 0042754,
2. The lift station on Larry Court has been repaired.
3. Approximately 136 loads of 1,000 gallons each have been

removed from the lagoon, leaving approximately 145 loads to be

removed.
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4. Approximately 14 locads of 1,000 gallons each have been
removed from the stream between the outfall of the lagoon and the
culvert on U.S. 60.

S. Six diffusers have been replaced 1leaving 18 to be
replaced.

6. The air leak in the line feeding the skimmer 4in the
clarifier has been repaired.

7. The comminutor is being repaired.

Susan Koier stated that NREPC was primarly interested in
seeing that Verna Hills, Ltd., meets the parameters of its permit,
not the physical condition of the plant. She also stated that
Verna Hills, Ltd., is in good shape compared to some of the other
systems she inspects. Her inspection of October 2, 1987, shows
the lagoon condition to be unsatisfactory, the chlorination is

marginal and has a question mark by fecal coliform violations.

Submitted,
November 4, 1987

Larry N. Updlke
Utility Investigator

49
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Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT
Verna Hills, Ltd.

Winchester, Kentucky

September 11, 1987

On September 3, 1987, the monthly reinspection of Verna Hills
Ltd., was conducted. As best as I could find, no action has been
taken since June (see attachment A) to correct any of the
deficiencies set out in Order No. 9484 (see attachment B).

The improvements to the system made in June have all but been
negated by the lack of action on the part of the owner and the
plant operator. The lagoon once again has solids floating on the
surface and solids are again in the stream between the outfall of
the plant and Highway US 60. The treatment tank was covered by a
layer of deep tan to brown foam. Such foam almost always
indicates that the sludge 1is too old and possibly overoxidized.
The answer {s to increase sludge wasting.

See photograph for condition of plant and lagoon. (See

attachment C)

Submitted,
September 11, 1987

rry N. ®pdike
Utility Investigator

<BS

CGR:LNUtaem




ATTACHMENT A"

Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT
Verna Hills, Ltd.

Winchester, Kentucky

June 26, 1987

Oon June ;2. 1987, the monthly reinspection of Verna Hills,
Ltd., was conducted. It was found that the sludge in the stream
between the chlorine contact basin discharge and épo culvert on
U.S. 60 had been removed. Progress had also been made in reducing
the solids in the lagoon. The condition of the lagoon is much
improved, however the lagoon is still high in solids and further
reducing of solids is needed.

The aeration basin has a good chocolate color and the
effluent discharge out of the clarifier is clear with a little
pin-floc.

The condition of Verna Hills is much improved since the last

inspection of May 18, 1987,

Submitted,
June 26, 1987

Garry IN. bpﬁﬁ.

Utility Investigator
7t

.
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"ATTACHMENT "B"

COMMONWEALTH OF KENTUCKY i
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THRE APPLICATION OF VERNA HILLS, )
LTD., FOR AN EMERGENCY AND ) LCASE NO. 9484
PERMANENT RATE INCREASE )

O R D E R

On December 19, 1985, Verna Hills, Ltd., (“Verna Hills")
filed its application seeking an emergency increase in its rates
for sewer service. The rates propossd would generate $115,283, an
increase of 1,127 percent or an iécronso from $5.50 to $61.98 per
month. This application was preceded by Case No. 93891 in which
the Commission found Verna Hills to be in violation of the
Commission's rules and regulations. That case has been wade a

part of this proceeding by reference. The Commission in this

Oorder finds revenues of $37,942 reasonable for sewer service to
the customers of Verna Hills. This represents an increase of
$27.742. In addition, surcharges have been allowed for plant
improvements and past-due accounts totalling $7.43 per month,

In order to expedite the proposed request for emergency

"status, the Commission performed a limited examination of Verna

Hills*' financlal records for the test period, calendar year 1985,

As a result of this examination a staff report was issued and made

' a part of the record on PFebruary 14, 1986. In that report, the

An Investigation of the Condition of Verna Hills, Ltd.




pay the charges found reasonable herein since without these funds
no progress can be made. On the other hand, the Commiliaion will
exert every effort to see that the management of Verna Hills uti-
lizes these funds in a reasonable manner by (1) on-site inip-c-
tions, (2) periodic progress reports of work completed, and (3)
full verification of receipts and disbursements. These measures
will be discussed in greater detail in a later section of this
Order. If we find that Verna Hills has not fullfilled the obli-
gations imposed by this Order, appropriate action will be taken
including invoking penalties as permitted by KRS 278.990.

Revenue and Expenses

The staff report recommended a rate of §20.21 per month,
based on a revenue requirement of $37,589. The Commission has
used this level as the beginning point for further consideration
of the testimony and other {information submitted during and
subsequent to the hearing. o

In {its brief Verna Hills stated that at a nininun an
additional annual allowance of $6,460 plus a reasonable cost of
liability insurance should be added to the level of expenses
recommended in the staff report. In addition Verna Hills
requested that the Commission consider the need for routine legal
and accounting fees on an annualized basis and to reconsider an
allowvance for reasonable mileage. Zach of these {tems will be
discussed in detail.

Record Keeping.

AT

The staff report found that Verna Hills' financial records

1

were in need of substantial improvement. .Thus. at the hearing,

-3-



on cross-examination, Verna Hills pointed out that one of the 1lift
stations did not function during the test period and therefore the
necessary electric comsumption was understated and recommended an
additional allowance of $750. The Commission concurs; however,
this represents $450 less than the level recommended in the staff

report.

Mileage Expense

The staff report denied any allowance for mileage and trans-
portation by the owner of Verna Hills' treatment plant in
Winchester and the business office in louisville. At the hearing
Verna Hills agreed that the business office had voluntarily been
moved to Louisville from its former location in Clark cOunty.z
The Commission finds that a dinaqeuent decision to locate its
business office 90 miles from its service territory should not be
paid for by utility ratepayers in the form of travel expenses.

Routine Legal and Accounting

In its brief, Verna Hills requested an allowance for routine
legal and accounting fees. Although it i{s d4ifficult to separate
the owner's personal and business difficulties, the Commission is
of the opinion some allowance is justified. It has been the Com-
mission's experience in other similarly-sized utilities to approve
annual professional fees ranging from less than $1,000 to greater
than $2,500. Based on its experience and the simplicity of Verna
Hills®' operations, the Commission finds an allowance for profes-

sional fees of $1,200 annually to be reasonable.

Transcript of Evidence, Pebruary 25, 1986, pages 36-37.
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"ATTACHMENT "'B"

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF VERNA HILLS, ) ' T
LTD., FOR AN EMERGENCY AND } LCASE NO. 9484
PERMANENT RATE INCREASE ) -

O R D E R

On December 19, 1985, Verna Hills, Ltd., ("Verna Hills")
filed {its application seeking an emergency increase in {ts rates
for sewer service. The rates proposed would generate $115,283, an
increase of 1,127 percent or an iﬁcroaoo from $5.50 to $61.98 per
month. This application was pfccedod by Case No. 93891 in which
the Commission found Verna Hills to be in violation of the
Commission's rules and regulations, That case has been made a
part of this proceeding by reference. The Commission in this
Order finds revenues of $37,942 reasonable for sewer service to
the customers of Verna Hills. This represents an increase of
$27,742, In addition, surcharges have been allowed for plant
improvements and past-due accounts totalling $7.43 per month.

In order to expedite the proposed request for emergency
status, the Commission performed e limited cxamlnaciqn of Verna
Hills* financlial records for the test period, calendar year 198S5.
As a result of this examination a staff report was lssued and made

a part of the record on February 14, 1986. In that report, the

‘An Investigation of the Condition of Verna Hills, Ltd. .




Commission staff recommended that the rates be increased to $20.21

per month excluding any costs of bringing the trestment plant {nto

compliance with applicable regulations. Comments from Verna Hills
were received on February 20, 1986.

On February 25, 1986, the Commission conducted a public hear-

: : l ad .
ing in this matter., Parties participating were the utility, the
Attorney General's Office, the residents of Verna Hills and the

Commission staff. Briefs were received by March 26, 1986, and all

other roquo-tid information has been received. Leatters of protest
have been received from numerous residents of Verna Hills.
Background
Por brevity's sake a restatement of Verna Hills' past and
current financlal concerns has not been included in this Order.
However, reference is made to the brief of Verna Hills, the Com-
mission’'s Order of November 11, 1985, in Case No. 9389 and the
staff report for a complete racapitulation of these concerns.
Discussion
The Commission's role in a rate proceeding is to determine a
rate which is reasonable both to Verna Hills and its customers.

As stated in the staff report and the applicant's brief, Verna

Hills' current poor operating condition was brought about by con-
tinued deterioration over a number of years. Therefore, neither
Verna Hills nor its customers can reasonably expect an immediate
turnaround. Rowever, cooperation between management of Verna
Hills and Verna Hills® customers will be essential in achieving a
solution to these problems. Although there may po little visible

progress immediately, the residents must in good faith continue to

‘2‘




. pay the charges found reasonable herein since without these funds
no progress can be made. On the other hand, the Commission will
exert every effort to see that the management of Verna Hills uti-
lizes these funds in a reasconable manner by (1) on-~site inipoc-
tions, (2) periodic progress reports of work completed, and (3)
full verification of receipts and disbursements. Th.s§ measures
will be discussed in Qgreater detail in a later section of this
Order. 1If we find that Verna Hills has not fullfilled the obli-
gations imposed by this Order, appropriate action will be taken
including invoking penalties as permitted by KRS 278.990.

Revenue and Expenses

The staff report recommonde.d & rate of $20.21 per month,
based on a revenue reguirement of $37,589. The Commission has
used this level as the beginning point for further consideration
of the testimony and other information submitted during and
subsequent to the hearing. o

In its brief vVerna Hills stated that at e minimum an
additional annual allowance of $6,460 plus a reasonable cost of
‘liability insurance should be added to the level of expenses
recommended in the staff report. In addition Verna Hills
requested that the Commission consider the need for routine legal
and accounting fees on an annualized basis and to reconsider an
allowance for reasonable mileage. Each of these items will be
discussed in detail.

A {

Record Keeping. = . | ; ~

The staff report found that Verna Hills®' financial records

were in need of substantial improvement. _:hu-. at ;ho'peating.

-3



Verna Hills presented testimony that approximsteiy §%,650 anndslly
would be necessary to maintain its financial records’ properly
rather than the $900 recommended. The Comrission concurs with tho
Attorney General that the level of accounting sophistication and
detail necessary for a utility with 155 customers on flat rates is
not extensive, It is the Commission's observation that most of
what is needed is not state of the art equipment, but simple ‘and
accurate bookkocping, maintained on a monthly basis (daily when
" applicable). Therefore, the Commission concurs with the stiff's
recommended level of $900. |

.Chemical Expenses

At the hearing, Verna Hills proposed that chemical expense of
approximately $4,320 be allowed. The staff report recommended
$360. Verna Rills® highor proposal was based on infotmation pro-

vided by its consultant. Upon further review the Commission con-

curs with the higher level.

riability Insurance - CER

 verna Rills did not obtain a quote for 1iabilify insurance
for its treatment plant. Even though the Commission realizes the
need for insurance, no allowance can be granted without at least
an estimate. When Verna Hills is able to provide proof of insur-
ance, the Cownmission will appropriately modify ' 1¢s position, if
material. ‘ i '
Electricity ClrTebnd ey

An analysis of electric bills for the tostci‘ﬁﬁéa {naidated

that the annual cost was approximately 34}!05,’d'rddu¢eian of
$1,200 from the level recommended in the staff repdrt. However,

-‘-



on cross-examination, Verna Hills pointed out that cne of the lift
stations 4id not function during the test period and therefore the
necessary electric comsumption was understated and recommended an
additional allowance of §750. The Commission concurs; however,
this represents $450 less than the level recommended in the staff
-

report.
Mileage Expense

The staff report denied any allowance for mileage ahd trans-
portation by the owner of Verna Hills® treatment plant in
Winchester and the business office in Louisville. At the hearing
Verna Hills agreed that the business office had voluntarily been
moved to Louisville from its former location {n Clark Couney.2
The Commission finds that a ﬁ&naqouont decision to locate its
business office 90 miles from its service territory should not be
paid for by utility ratepayers in the form of travel expenses.

Routine Legal and Accounting

In its brief, Verna Hills requested an allowance for routine
legal and accounting fees. Although it i{s difficult to separate
the owner's personal and business difficulties, the Commission is
of the opinion some allowance is justified. It has been the Com-
mission's experience in other similarly-sized utilities to approve
annual professional fees ranging from less than $1,000 to greater
than $2,500. Based on its experience and the simplicity of Verna
Hills' operations, the Commission finds an allowance for profes-

sional fees of $1,200 annually to be raasonable.

2 Transcript of Evidence, Pebruary 25, 1986, pages 36-37.
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Based on the above changes to the staff report, the Cormis-

sion finds that Verna Hills would have a net opotltiﬁq‘lbas of
$23,159, determined as follows:

Progoscd : Staff Addusted

Operating Revenues ’ P
Opsrating Expenses : 68,788 28,679

L4
33,389
Net Operating Loss 3T58,654) 518,43 $(23,159)

Ongoing Revenue Requirements

Verna Hills' adjusted operation results {n a negative operat-
ing ratio which will not permit it to meet its financial or

operating obligations. The Commission finds an operating ratio of

.88 reasonable to provide Verna Hills sufficient revenues to meet

its operating expenses and provide for Treasonable financial

growth. This results in a gfocs operating revenue requirement

from normal operatfions of $37,942, an increase of $27,742. Other

requirements will be discussed later in this Order.

Other Nonrecurring Issues

Amortization of Past Due Accounts

In its original application Verna Rills requested an allow-
ance of some $7%5,000 for past-due accounts

varicus past expenditures to be

payable arising £from
amortized over 3 years. In the
staff report a recommendation was made that only $25,482 be recog-
nized as reasonable and that the utility and ratepayers share

equally in the responsibility over a 3-year period. 1In its brief,

Verna Hills requested the Commission to consider the entire
$25,482 in addition to also allowing legal fees in the amount of

$7,412. (This amount was amended to $8,600 at the hearing.)



on cross-examination, Verna Hills pointed out that one of the lift
stations did not function during the test period and therefore the

necessary electric comsumption was understated and recommended an

additional allowance of $750. The Commission concurs;: however,

this represents %450 less than the level recommended in the staff
report. .

Mileage Expense

The staff report denied any allowance for mileage and trans-
portation by the owner of Verna Hills' treatment plant in
Winchester and the business office in Louisville. At the hearing

Verna Hills agreed that the business office had voluntarily been
moved to Louisville from its former location in Clark Couney.2
The Commission finds that a ﬁinaqcuont. decision to locate its
business office 90 miles from its service territory should not be

paid for by utility ratepayers in the form of travel expenses.

Routine Legal and Accounting

In its brief, Verna Hills requested an allowance for routine
legal and accounting fees. Although it is difficult to separate
the owner's personal and business difficulties, the Commission s
of the opinion some allowance is justified. It has been the Com-
mission’s experience in other similarly-sized utilities to approve
annuel professioneal fees ranging from less than $1,000 to greater
than $2,500. Based on its experience and the simplicity of Verna
Hills' operations, the Commission finds an allowance for profes-

sional fees of $1,200 annually to be reasonable.

Transcript of Evidence, Pebruary 25, 1986, pages 36-1317.
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In its brief, Verna Hills stated that the legal services have
benefited Verna Hills and its customers by insulating Verna Hills
from multiple litigation, by assisting in repurchasing the stock,
in dealing with Kentucky Utilities and by assisting in the prepar-
ation'of the rate application.3 Oon the other hand the brief of
the Attorney General asserted that the ‘vast majority of the
expenses claimed were the result of work on the Verna Hills

Chapter 11 bankruptcy with no benefits accrued to the customers of
Verna Ai11s. 4

After further review of these legal fees the Commission finds
legal services were performed both for the bankruptcy proceeding

and the rate case with many legal fees pocsiSly covering both. It

is impossible to discern one amount from the others; thus, the Com-~

mission £inds the methodology of sharing as recommended in the

staff report to be reascnable for legal services in the amount of

$8,600.

The Attorney General disputes the inclusion 1in the audit
report of $6,500 plus accumulated interest borrowed in 1980 for
the purpose of filing a Chapter 11 bankruptcy for the owner's
personal finances. The Attorney General contended that the debt
was not incurred as a result of providing service to the rate-
payers nor did the ratepayers benefit as a result of the loan.

After reviewing the transcript, it is the Commission's

conclusion that the loan in the amount of some $6,500 was paid

Brief of Verna Hills, pages 9 and 10.
Brief of Attorney General, page 3.
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directly to Verna Hills and then endorsed to tho' Ow-'-"-“.‘. attorney
for the personal bankruptcy of the owner of Verna Hills. Verna
Hills was used as a conduit in the personal bankruptcy proceeding
and should not be held responsible for this debt for rate-making
purposes. Thus, the Commission concurs vigp the Attorney General
to disallow this loan along with its accumulated interest total-
ling $12,582.

Verna Hills also argues that the past-due accounts should not
be shared equally with the ratepayers, the posieion'tlkon in the
staff report, The staff’'s position was based on the fact that
Verna Rills' unstable financial position was in part due to its
inadequately low rates and egtendad period of neglect by {its
managément. Verna Hills contends that the failure to seek timely
rate relief was due to the uncertainty of ownership. The Commis-
sion understands Verna HRills*' position, but does not believe the
ratepayers should be held responsible for Verna Hills' management
decisions or the owner's persconal financial problems. Thus, the
Cormission finds the shared responsibility proposed in the report
to be a reasonable and even generous alternative.

Plant Improvements

Verna Rills' glant is seriously doflciént ‘and service {s
impaired. As uﬁatod earlier in this o:deg,“;;n;;s for plant
improvements were not provided for in the staff .r‘bort, but
estimates were requested during the audit. At the hearing of
Pebruary 25, 1986, Verna Hills provided an estimate by e consult-
ant of $36,475 to bring the treatment plant into coﬁpliance with

applicable regulations. This estimate did not 1nc1ud; any amount

-8-




‘to clear the lagoon. On March 10, 1986, Commission staff visited
the Verna Hills plant site for a routine inspection and to deter-
mine the reasonableness of the consultant's proposal. The Commis-
sion is of the opinion that some items in the proposal were not
necessary at this time and should be delayed; however, an estimate
of $18,000 was determined to be nocossar; to ¢clear the sludge
lagoon to an acceptable condition., In summary, the Commission
finds that plant improvements totaling $1%5,505 are necessary for
the rectoratibn of the plant, $7,285 to refurbish the lift station
and $18,000 to clean the lagoon, a total of $40,790. A more de-

tailed list of the plant improvements necessary is in Appendix B.

Special Accounting and Rate-Making Treatment of Surcharge
Surcharge |

The Commission after much consideration has determined that
the customer portion of the past-due accounts payable and the
monies for plant improvements can only be borne by Verna Hills'
ratepayers through a surcharqé to the basic rates. The Commission
is allowing this surcharge only because it appears to be the only
viable course of action. It is evident from the record that a
loan could not be negotiated, or would be very costly, without the
security of the surcharge. Sale of the stock was podsible during
the bankruptcy process, but the present owner was the only bidder.
Abandonment is out of the question since sewer service is essen-
tial to the ratepayers.

In the staff report, 3 years was utilized to amortize the
customer portion of past-due accounts payable and the Commission
finds this reasonable. FHowever, amortitzation of th.'necessary
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~capital expenditures presents a problem. First, if the amortiza-
tion period is too lengthly, the receipts will be too small to
provide expeditious renovation of the treatment plant. on the
other hand, if the period selected is too short, the burden on the
ratepayers will be too excessive. In its decision of selecting an
appropriate amortization period, the Commifsion has weighed both
positions carefully and finds an amortization period of 48 months
reagsonable for the treatment plant. This will provide for a rea-
sonable surcharge to the ratepayers along with a reasonable time
period for Verna Hills to recover its oxponditurol..
Accountability

Verna Hills must immediately set up a special interest-
bearing account in a bank or oitningl institution and all monies
from the plant improvement surcharge must be deposited in that
account within S5 days of their receipt. Verns Hills nmust advise
the Commission in writing of the name of the bank and the account
number where the surcharge monies are deposited. All funds
collected from the plant renovaticn surcharge shall be deposited
.into this account, and only monies for the actual {mprovements
included in Appendix B shall be withdrawn. Verna Hills shall file
a monthly statement of all deposits and disbursements with a
reconciliation to the most recent bank statement.

In addition Verna Hills shall file monthly statements with
the Commission disclosing all receipts and disbursements for its
- entire operations for the preceding month. These statements
should identify all receipts from the basic bill, the surcharge
for past~-due accounts, the surcharge for plant,tmprovomont- and




any othorh receipts alonqv with all disbursements, ;qpocitically

ldoﬁtifyinq payments of past-due-accounts and the direct payment

of plant renovation or bank loans taken ocut for the purpose of

plant renovation found necessary in this Order. A copy of the

monthly bank statement for its entire operation must also be
included with this £iling along with a co&bloco bank reconcilia-

tion. Periodically the Commission will audit Verna Hiflls®

accounts and engineering inspections will be made on a wmonthly

basis. .

Should tho' Commission find any improprieties it will not
hesitate to invoke penalties under KRS 278.990, {ncluding fines,
imprisonment or both. . _

The Commission is of the opinion that these cutcharqol be
accountqd for as contributions from the ratepayers and not as
revenues. Accounting for these expenditures as contrfbutions
recognizes the source of the funds and accrues the benefits to
that source, the ratepayers. To the extent that the amounts
received from the surcharges are not used for the repayment of
past due accounts or plant renovation by the end of the applicable
surcharge period, the Commission will determine a reasonable
period over which asny unused amounts will be refunded to the
ratepayers. |

Financing o ‘ ‘
As discussed earlier, the Commission is approvind a surcharge

7
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for the renovation of the treatment plant. Since the surcharge is
estimated to generate about $800 per month, the Commission recog-

nizes that adequate funds will not be available to complete in a
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timely manner the needed Iﬁbroveﬁents. and that :tn;:;lhq on the
;tronqth of the osctoved‘surchargo is necessary. The:etoré verna
bﬂills should {mmediately attempt to make necessary financial
arrangements with a lending instftution (or the firm cémbleting
the renovation). Verna Hills should ropoqt ics findings to the
Commission as soon ‘as available, but not'lator than i{ts first

required monthly report.

PINDINGS AND ORDERS

The cOmﬁislion, after exanining the evidence of record, is of
the bpinion and finds that:

ﬁ 1. Verna Hills' proposed rate is unfair, unjust aﬁd unrea-
sonable in that it produces revenues in excess of those found
reasonable herein. -

2. The basic rate in Appendix A will produce operating reve-
nue of $37,942 annually, and is fair, just and reasonable in that
it will produce revenue sufficient to pay normal operating
expenkcs and provide for a reasonable profit.

3. Verna Hills should be pirniitod to implement a surcharge
of $1.95 for 36 sonths to rccovir the utility's share of past-due
accounts, not to exceed $10,750.

4. Verna Hills should be permitted to implement a surcharge
of $5.48 for 48 months to renovate the utility's trcatncnt plant,
clean the sludge pond and repair the lift station. Any amounts
collected in exéosc of the actual cost of the required renovation
as described in Appendix B should be refunded.

_5. Verna Hills should separately list each otttho surcharges
on the customers' bills.




8« Verna Hills should set up a speciasl interest-bearing
account and all monies from the plant improvement surcharge should
be deposited in that account within S days of its receipt.

7. Verna Hills should provide the Commission the name of the
bank and the account number whers thie surcharge is deposited.

8. Verna Hills should file a monthly statement of all
deposits and disbursemsnts, a copy of its bank statements with a
reconciliation to the post recent bank statement.

9. Verna Hills should file monthly statements disclosing all
receipts and disbursements for its entire operation as instructed
in the text of this Order. .

10. Verna Hills should file copies of its monthly bank state~
ments with a complete dbank recorciliation.

11. Verna Hills should file monthly progress reports and
financial statements including the number of customers billed not
later than 25 days past the end of each month during the surcharge
period showing the detail requested in the text of this Order.
The proceeds from the surcharge are to be used only for the pur-
poses identified.

12. Verna Hills should record the receipt of the surcharges
ultimately as contributions in aid of construction, but should
comply with the Uniform System of Accounts for Sewer Utilities
with respect to customer advances for construction., Expenditures
for the renovation of the treatment plant should be recorded as
capital additions while expenditures for the payment of past due
accounts should be recorded to the applicable payable account.

et ey
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13+: - Verna Hills should provide a list of past due scustomer

accounts owing more than one month coincident with other required
£1lings.

14. The report of expenditures from the surcharge funds must

include the payee, the amount, the date and a description of the

service provided. .

-

15. Engineering inspections of the treatment plant should be

conducted monthly to verify compliance with applicadble regulations
and this Order.

16. Verna Hills should maintain its financial records in full

compliance with the Uniform System of Accounts
Utilitles.
17.

for Sewver

Verna Hills should solicit funding from an external
source for the plant renovation and provide the results to the
Commission in its first monthly report.

IT IS THEREFORE ORDERED that:

1. The rate proposed by Verna Hills be and it hereby is
denied. '

2. The rate in Appendix A be and it hereby . is approved to

be charged by Verna Hills for basic service on and after the date
of this Order.

3. A surchsrge in the amount of $1.95 per month per cus-

tomer be and it is heredby approved for 36 months to repay past due
accounts receivabdle.

4. A surcharge in the anount of $5.48 per wonth per cus-
tomer be and it is hereby approved for 48 months “to recover the
cost of plant renovation as described in Appondlx B.

Iy



S. In the event procesds from the surcharges are misappro-

priated, the surcharge shall be immediately terminated and any

misappropriations refunded.
6. Proceeds from the surcharges shall be recorded as con-
tributions in aid of construction and all other accounting

{nstructions specifically identified shall” be followed as {if 8o
ordered individually.

7. HMonthly reports shall be provided to the Commisgion as
described in findings 6 through 10, beginning with the first full

month after the date of this Order and the first monthly report
shall be inclusive of 1986 to date.

8. Verna Hills shall maintain its financial records in com-
pltanéo with the Unltorn‘ty.tdn'ét Accounts for Sewer Utilities.

9. Any uss of the surcharge funds other than those
described in the text and findings of this Order shall result in

full application of provisions of KRS 278.990.

10. A plan of financing shall be provided with the initial
report as required in this Order.

Done at Prankfort, Kentucky, this 9ch day of May, 1986.

By the Commission

ATTEST:

Acting Eocrotaty J ?




APPENDIX A T

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 9484 DATED MAY 9, 6

The following rates and charges are prescribed for customers
tecclvinq sewer seorvice from Verna Hills Ltd. All other rates and
charges not specifically mentioned herein shall remain the sane as
those in effect under authority of this Commission prior to the
effective date of this Order. -

4 A K RV
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Custonier Class : Y Monthly Rate . .

Residential . $20.40

A nonthly surcharge of $1.95 will be lc'iriéd' aqa'i'..nst each
ratepayer for a period of 36 months for past due accounts.

A monthly surcharge of $5.48 will be levied against each
ratepayer for a period of 48 months for plant improvements.
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APPENDIX B

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 9484 DATED MAY 9, 1986

ESTIMATED PARTS AND COSTS

FOR THE RENOVATION OF VERNA HILLS TREATMENT PLANT

Plant Renovation

1. Replace air filters on all 3 blowers

2. Replace 24 diffuser drops with diffusers
Labor

3. Replace $° comminutor
Labor

4. Replace air lines to sludge return pumps
in clarifier (2)
Labor

S« 1 Sanuril Model 1001
Labor

6. Replace grating on chlorine
contact tank
Labor

7. Replace grating on 65,000 STP
Labor .

8. Furnish 1 supernate raturn pipe
from sludge holding tank
Labor to weld on tank

9. Replace skimmers in clarifier (2)

Labor

Total Parts $11,495.21

Sales Tax (5%) $74.76

Preight 525.00

Labor 2,910,00

TOTAL $15,504.597
-1-

P

142.92
4,213.44
480.00
2,104.20
400.00

285.00
380.00
869,40
360.00

472.75%
60.00
2,833.50
600,00

289.00
2350.00
285.00
380.00



Life Station

1. Clean wet well and pull hoth pumps,
have (1) pump rebuilt if possible

{({estimate only) $3,000.00
2. Rewire central panel 900.00
3. Replace 4 float switches 200,00
4. Labor for pump station 2,800.,00
Total Parts $4,100.00
Sales Tax (5%) 205,00
Freight 180.00
Labor 2,800,00
| TOTAL $7,285.00 ‘
., Lagoonm |
b:;{ Clean Lagoon e it'818,000,00 °  -<¢
e Plant L _ 15,504.97
LTS Lift Statidnh S ¥ 7,285,090 ¢ -7
SRR ' . ;
RECIN 1 3 DA TOTAL IR GV SV 9735‘0'78?.??5# .T
.00 ’ -



ATTACHMENT "'C"

) 9/3/87
9/3/87 Verna Hills Ltd.

Verna Hills Ltd. ‘ . "
Aeration Basin Aeration Basin § Blowers

—

9/3/87 9/3/87
Verna Hills Ltd. . Verna Hills Ltd.
Stream showing sludge deposits Timer Controls for Blowers
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9/3.87
Verna Hills Ltd.
Lagoon showing sludge

3/87
3ér£a Hills Ltd.

Lagoon showing sludge

0/5/87
Verna Hills Led.
Sludge Pump
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Commonwealth of Kentucky F \ \— E D

Public Service Commission
UTILITY REINSPECTION REPORT pUBLIC SERVICE

Verna Hills, Ltd.
Winchester, Kentucky

August 6, 1987

On July 31, 1987, the monthly reinspection of Verna Hills,
Ltd., was conducted. The condition of the utility has not changed
since the June 22, 1987, inspection. (see attached)

Submitted,
August 6, 1987

Earr; N. gpdége

Utility Investigator
CGR:LNU:aem



Commonwealth of Kentucky F l L E D

Public Service Commission AUG 111987

UTILITY REINSPECTION REPORT PUBLIC SERVICE
COMMISSION

Verna Hills, Ltd.
Winchester, Kentucky

June 26, 1987

On June 22, 1987, the monthly reinspection of Verna Hills,
Ltd., was conducted. It was found that the sludge in the stream
between the chlorine contact basin discharge and the culvert on
U.S. 60 had been removed. Progress had also been made in reducing
the solids in the lagoon. The condition of the lagoon is much
improved, however the lagoon is still high in solids and further
reducing of solids is needed.

The aeration basin has a good chocolate color and the
effluent discharge out of the clarifier is clear with a little

pin-floc.

The condition of Verna Hills is much improved since the last

inspection of May 18, 1987.

Submitted,
June 26, 1987

Latry’N. bpﬂaé

e
Utility Investigator
74
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Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT
Verna Hills, Ltd.

Winchester, Kentucky

June 2, 1987

On May 18, 1987, the monthly reingpection of Verna Hills,
Ltd., was conducted by the Division of Engineering staff. This
reinspection was made to determine if Verna Hills, Ltd., has began
or completed any of the proposed improvements stated {n Case No.
9484. In the September 9, 1986, reinspection report it was noted
that the repair of the 1lift station proposed in Case No. 9484 had
been completed. During the months of October, November, December,
1986, and January, February, March, and April, 1987, no improve-
ments were noted during the monthly reinspections. However,
during this inspection it is noted that some action had been taken
on cleaning the stream and lagoon. I talked to Don Bierly, ¢10
Robyn Drive, whose property borders the stream about any action he
had possibly seen concerning the cleaning of the stream. He
stated that approximately 12 loads of sludge had been hauled from
the stream and that sludge has been hauled from the lagoon but he

was not sure of how many loads.

Submitted,
June 2, 1987

Larry i. Upd’Eo

Utility Investigator
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