
CONNONMEALTH OP KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Natter of:

AN INVESTIGATION INTO THE ALLEGED
DEFICIENCIES OF VERNA HILLS g LTD

) CASE NO.
) 9881

O R D E R

The commission initiated this proceeding to allow Verna

Hills Ltd t ("Verna Hills"} an opportunity to show cause why it
should not be penalized for failing to correct the service

deficiencies noted in a Commission Uti.lity Inspection Report dated

February 27'987. An evidentiary hearing was held on April 14,

1987, and Verna Hills submitted testimony regardi.ng its 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 Nay 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

Commission is of the opinion and hereby finds that all of the

Verna Hills'einspection Reports compiled subsequent to April

1987, should be incorporated into the record in this proceeding.
Those reports are set forth in Appendix A to this Order. Verna

Hills and 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 Reinspection Reports and Verna

Hills'rogress in obtaining financing to fund the necessary
repairs. Either Verna Hills or the Attorney General's Office may

also within 20 days request 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

Chairman

Vic< Chairman

ATTEST s

~- >IIJr~g

Executive Director



APPENDIX A

APPENDIX TO AN ORDER DF 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 REPGRT

Uerna 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

CGR: LNU: aem

Larry'. Ugdike
Utilttp Investigator g/$ J



Commonwe a 1th of Ke n tu cky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Minchester, Kentucky

On December 29, 1987, the monthly reinspection of Verna

Hi11s+ Ltd., was conducted. The condition of the utility has not

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

Submittedi
December 30, 1987

CGRsLNUcaem

Larry R. Updgke
Utility Investigator



Cosseonvealth of Kentucky
Public Service Cosssmission

OTIllTV INSPSCTION RAPPORT

Vorna Bills» Ltd.
Mincheater» Kentucky

November i» 1987

On OCtaber 29» 1987, a )Oint inapeetiOn Of Verna Hills» Ltd ~

~aa eondueted by the Public Service Comsssission, Natural Resources

and Environmental Protection Cabinet ( NRIPC ) and the Clark

County Health Oepartssent ~ ln attendance for Verna Hills» Ltd. »

vore Don Satea» owner and Sill Farrell» plant operator> for NREM

~as Susan Koior, environssental inspector g for Clark County Iealth
Ooparteont» Nate Ragland» environmental inspector and Len Nidden»

supervisor and for the Publ ie Service Cosaaiaa ion» Dennis Jones,
accountant » Nark Frost » accountant and Larry M. Updike» uti 1ity
investigator ~

During the i,napoction the following conditions vere founds

1- Eighteen of the 24 diffuaora in the aeration basin and

digester needs to be replaced or repaired.

2. The coaainutor needs to be ropa ired or replaced t l as t
priority of items to be eosspleted).

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

the dkffuser drops needs to be repaired.
4- The 2 rusty chlorine cylinders in the metal cabinet at

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

and disposed of for safety reasons.



Report - Verna Ii,lls Ltd
Page
November 4< 1987

5. The lagoon is still high in sludge deposits. Its color

being gray to black, indicates it ic in a septic condition. In

order for the lagoon etfluent to meet its yarameters ail sludge

deposits need to be removed (first priority).
6. 'l 1 ef f luent from the lagoon to the chlor ine contact

basin needs to be chlorinatedi

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

stream between the outfall of the 1agoon 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 imyoundment bank.

9 ~ Verna Hillsg Ltdog permit to dump sludge from the lagoon

on fare land expires on October 31< 1987. The permi,t i,s i,n the

process of being renewed No sludge is allowed to be dumped once

the toy of the ground freeses or is saturated with eater.
The following is a list ot items completed on Verna Hills,

L'td o ~ to date t

1. Oon Sates has been recertified as a plant operator by

the NREPCg Certificate Mo. 0042754 ~

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

3- hpproximately 136 loads of 1,000 gallons each have been

removed from the lagoon+ leaving approximately 1i5 loads to be

removed.



Report - verna Hills, Ltd.
Pago 3
November i, 1%87

i. Approximately li 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 '
~ Six diffusers have been replaced leaving 18 to be

replaced.

6. The air leak -in the line feeding the skimper in the

clarifier has been repaired.
7. The comminutor is being royairod
Susan Koior «tated that NREPC ~as 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 insyects. Her insyection of October 2, 1987, «hews

the lagoon condition to be unsatisf actory > the chlorination is
marginal and has a question aark by fecal colkfora violatiana.

Suhaitted+
November 4, 19V

CQRcLNQ:aea

~44 Pf
Larry/N ~ Up4 LILe
Utility investigator



Commonwealth of Kentucky
Public Service Commission

UTILITY REISSPECTION REPORT

Ve ma Hi11s, Ltd.
Winchester, Kentucky

On February 18i 1988'he 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

CGR!LNU:aem

Larry N. (+dike
Utility Investigator



Commonwealth of Kentucky
Public Service Commission

UTILITY REIRSPECTIOH REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On December 29 ~ 198'7 ~ the monthly reinspection of Verna

Hi 11s g Ltd g was conducted. The cond it ion of the ut i 1 ity has not

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

Submitted,
December 30, 1987

CGRI MU l aem

Larry N. Updgke
Utility Investigator



Commonwealth of Kentucky
Public Service Commi,ssion

QTXLXTY REXH8PSCTXOH REPORT

Verna Hills, Ltd.
Winchester, Kentucky

November 4, 1987

On October 29, 1987, a )oint inspection of Verna Hills, Ltd.g

was conducted by the Public Service Commission, Natural Resources

and Environmental protection Cabinet {~NREPC~ ) and th Clark

County Health Department~ In attendance for Verna Hills, Ltd.,
were Oon Bates, owner and Bill Farrell plant operators i'or MREPC

was susan Koier, environmental inspector> for Clark county Health

Department, Nate Ragland, environmental inspector and Len Nidden,

supervisor and for the Public Service Commission, Dennis Jones,

accountant> Nark Prost, accountant and Larry N. Updiket utility
investigator.

Quring the inspection the following conditions were found<

1. Eighteen of the 24 dif fusers 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 p1ant area

and disposed of for safety reasons.



Report - Verna Hills, Ltd.
Page 2
November 4, 1987

5. The lagoon is still high in sludge deposits. Xts color

being gray to black, indicates it is in a septic conditian. Xn

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 outfa11 of the lagoon and the culvert on U.S.

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 an October 31< 1987. The permit is in the

process of being rene~ed. No sludge is allowed to be dumped once

the top of the ground freeses or is saturated with water.

The fallowing is a list of items completed an Verna Hills,

Ltd., to dates

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.



Report. - Verna Hills, Ltd.
Page
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.
5. Six diffusers 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 question mark by fecal coliform violations.

Submittedi
November 4, 1987

CGRsLNUcaem

pf
Larry/W ~ Upd ike
Utility investigator



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Ninchester, Kentucky

On January 18, 1988, the monthly einspection 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

CGR:LNUcaem

Lhrry~N. Ugidike
Utility Investigator



Commonwealth of Kentucky
Public Service Commission

QTELETY REINS PECTEN REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On December 29, 1987, the monthly reinspection of Verna

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

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

Submitted<
December 30< 1987

/3
Larry 8. Upd5ke
Utility Investigator

CGR:LNU:aem



Commonvea1 th of Kentucky
Public Service Commission

OTILXTT RCINSPCCTION RCPORT

Verna Hills,
Ltd'inchester,Kentucky

November 4, 1987

On October 2$ ~ X%$7, a )oint inspection of Verna Hills@ Ltdr ~

was conducted hy the Public Service Commission, Natural Resources

and Environmental Protection Cabinet ( NREPC'j and the Clark

County Health Department~ In attendance for Verna Hills, Ltd.,
vere Don Bates, ovner and Bill Farrell< plant operator< for NMPC

vas Susan Koier, environmental inspectorg for Clark County Health

Department> Mate Ragland> environmental inspector and Len Hidden,

supervisor and for the Public Service Commission, Dennis Jones,

accountant, Nark Frost, accountant and Larry N. Updike< utility
investigator.

During the inspection the folloving conditions were foundc

l. Eighteen of the 2i dif fusers in the aeration basin and

digester needs to be replaced or repaired.

The comminutor needs to be repaired or replaced ( las t
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.
Page 2
November 4< 1987

5. Th» Lagoon is still high in sludge deposits. Its color
being gray to black I indicates it is in a septic condition. In

order for the lagoon ef fluent to meet its parameters all sludge

deposits need to be removed (first priority} ~

6. Al 1 ef f luent f rom 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 outfa)l of the lagoon and the culvert on U.ST

60'.
The cattails in the stream are food for muakratst 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. Mo sludge is allowed to be dumped once

the top of the ground freeses or is saturated with water.

The following is a list of items completed on Verna Hills,
Ltd , to datec

l. Qon Sates has been «ecertified 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 lagoons leaving approximately 145 loads to be

removed.



Report - Verna Hills, Ltd
Pago 3
Hovemmber 4 < 1987

4. Approximiately 14 loads of 1,000 gallons each have been

remioved iree the atreaa between the outfall of the lagoon and the

culvert on UeS ~ 60 ~

5. Six di f fusere have been replaced leaving 18 to be

replaced.
6. The air leak in the line feeding tho skimper in the

clarifier has been repaired.
7. The coaaainutor is being repaired.

Susan poler «tated that NRFPC was priaarly interested in

seeing that Vorna Hills, Ltd.r meets the parsaetors af its yorait,
not the physical condition of the plant. She also stated that
Verna Hills, Ltd., is in good shape coolpared to socle of the other

systeiis sho inspects. Her inspection of October 2< 1987> shove

the lagoon condition to b» unsatisfactory, the chlorination is
aarginal and has a question @ark by fecal colifora violations.

Subisitted,
Noveaber 4> 19V

CQRa MQ Ised

p1
44rry/8 ~ Up4 fico
Utility Investigator



DON BATES

1515South'e Avenue
P.Q. Box 16085

louisville, KY 402164085

January 13, 1988

(502) 368-2624

Ms. Susan Koier
Division of Water
Fort Boone Plaza
18 Reilly Road
Frankfort, KY 40601

Re: Treatment Plant Repairs

OlV(Qpg pF ~~(i-'lkEQMIG
& gEWICES

Dear Ns. Koier:
This lettex is to advise you that on i2-8-87 the 3/4" aix lines

that operate the sludge retuxn pipes wexe replaced in the clarifiex
tanks in the treatment plant at Verna Hills Subdivision. The entire
txeatment pl.ant was shut down at 6:00 a.m. in order for the solids
to settle and pumping did not start until several hours latex . The

clarifier tanks were pumped completely dx'y. The sludge was pumped

to the back holding tanks and only the clear supernatetmas~',divertdd
into the pond via the trough. Me did have several chloxine 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 woxk

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 if "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 discovexed 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 information
about the contents of this letter, please do not hesitate to call
or contact me.

Respectfully Yours,

DWBfnd

Do Bates, President
Verna Hills, Ltd.

cc: Hr. Cuy Craves, Attorney
Kentucky Public Service Commission
Clark County Health Department
Nr. John Sodnar
File



Commonwealth of Kentucky
Public Service Commission

UTILITY REXSSPECTXOS REPORT

Verna Hills, Ltd.
Winchester, Kentucky

On December 29, 1987, the monthly reinspection of Verna

Hillsi Ltd.< +as conducted. The condition of the utility has not

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

Submitted,
December 30t 1987

CGR LNU aem

Larry N. Updgke
Utility Investigator



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 MRBPC

was Susan Koier, environmental inspectors for Clark County Health

Department, Nate Ragland. environmental inspector and Len Midden,

supervisor and for the Public Service Commission< Dennis Jones,

accountant, Nark Frostt accountant and Larry N. Updike, utility
investigator.

During the inspection the following conditions were
found'.

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.
Page 2
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. Zn

order for the lagoon effluent to meet its parameters all sludge

deposits need to be removed ( irst 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'.

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 dater

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

the NRBPC, 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.



Report - Verna Hills, Ltd.
Page 3
November 4, 1987

4. Approximately l4 loads of 1,OOO gallons each have been

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

culvert on U.S. 60.
S. Sir dif fusers have been replaced leaving 1B 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 question mark by fecal coliform violations.
Submitted<
November 4, 1987

CCRc LNU caem

p1
Larry/N. Updike
Ut i 1i ty Investigator



Commonwealth of Kentucky
Public Service Commission

UTIL ITY REINSPECTION REPORT

Ve ma H i, 1ls, 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 Hille, Ltdag

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 Nidden,

supervisor and for the Public Service Commission, Dennis Jones,

accountant, Nark 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 f rom the plant area

and disposed of for safety reasons.



Report — Verna Hills, Ltd.
Page 2
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 1agoon and the culvert on U.S.
60'.

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 wi,th water.

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

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

the NREPC, Certif icate No. 0042754.

2. The lif t station on Larry Court has been repaired.
3. hpproximately 136 loads of 1,000 gallons each have been

removed f rom the lagoon, leaving approximately 145 loads to be

removed.



Report - Ve ma 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 an U.S. 50.
5. Six diffusers 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 'n 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 quest.ion mark by fecal coliform violations.

Submitted,
November 4, 1987

CGRcLNUsaem

Larry N. Updike
Ut i l i ty Investigator



Commonwealth of Kentucky
Public Service Commission

UTILITY REINSPECTION REPORT

Verna Hills, Ltd.
Ninchester, Kentucky

September ll, 1987

On September 3, 1987< the monthly reinspection of Verna Hi.lls

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 is too old and possibly overoxidixed.

The answer is to increase sludge wasting.

See photograph for condition of plant and lagoon. (See

attachment C)

Submittedi
September ll, 1987

CQRsLNUIaem

Carr+ N. Npdi,ke
Utility Investigator



ATTACH'fENT "A"

Commonwealth of Kentucky
Public Service Commission

OTXLITY REINSPECTION REPORT

Verna Hi lls ~ Ltd.
Winchester, Kentucky

June 26g 1987

4

On June 22, 1987, the monthly reinspection of Verna Hills,
Ltd., was conducted. Xt was found that the sludge in the stream

between the chlorine contact basin discharge and th» 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-floe.

The condition of Verna Hills is much improved since the last

inspection of Nay 18< 1987.
Submitted<
Juno 25, 1987

CGRILNUsaem

Larry JN. Updike
Utility Investigator



"ATTACkP4ENT "8"

CONNOMMEA.LTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE CONNISS ION

In the Natter of x

THE APPLICATION Ot VERNA HILLS,
LTD'OR AN ENERGENCY AND
PERNANENT RATE INCREASE

)
) CASE HO. 9484
)

0 R 0 E R

On Oeceeber 19, 1985 Verna Hills> Ltd., ( Verna Hills )

filed its «pylication seeking «n emergency increase in its rates
for sever service. The rates proposed mould generate $ 115+283> an

increase of 1,127 percent or an increase from 05.50 to SS1.98 per

month. This application vas preceded by Case No. 9389 in which

the Cceenission found Verna Hills to be in violation of the

ccennzss ion' rule» and regulations. That cas» ha been sade a

part of this proceeding by reference. The Cceanission in this
Order finds revenues of $37>942 reasonable for sever service to

the custceers of Verna Hills. This represents an increase of

$ 27r742 ~ In addition< surcharges have been allowd for plant

ieproveeents and past-due accounts totalliag $7oi3 per aonth ~

In order to expedite the proposed request for emergency

status, the Coeaission performed a lieited eramaination of Verna

Hills'inancial records for the test period. calendar year 1985
's

~ result of this examination a staff report eas issued and aade

a part of the record on February 14, 1985. In that report. the

1 An Investigation of the Cond ition of Verna .Hills > Ltd



pay the charges found reasonable herein since without these funds

no yrograss can ba made. on the other hand ~ the Commission vi11
exert every effort to saa that, the eanagement of Verna Sill uti-
lizes these funds in a reasonable manner by (ll on-site inspec-

tions > (2) periodic progress reports of hark completed, and (3)
full verif ication of receipts and disburse&nts. These measures

v i11 be discussed in greater deta il in a later «ect, ion of this
Order. If v» find that Verna Hills has not tullfilled the obli-
gat3 one imposed by this Order, appropriate action vill be taken

including invoking penalties as permitted by KRS 278.990.
Revenue and Expenses

The staff report recommended a rate of $20.21 per aonth>

baaed '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.

zn its brief verna Hills stated that at. a 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 Coamission consider the need for routine legal

~nd accounting fees on an annual ized basis and to reconsider an

a 1lovanee for reasonable m i leage. tach of these items vi 1l be

discussed in detail.
Record Keeping,

''hestaf f report found that Verna Hills' inancial records
C)

~ere in need of substantial improvement. Thus, 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 comsumpt ion was understated and recommended an

additional allowance of $750. The Commission concurs> however,

this represents $450 less than the level recoamended in th» staff
report.

Mileage expense

The staff report denied any allowance for mileage and trans»

port ation by the owner of Verna Hills'reatment plant in

Winchester and the business office in Louisville. At the hearing

Verna Hills agreed that the business office had voluntarily been

moved to tuuisville from its former location in Clark County.

The Commission finds that a management decision to locate its
business office 00 ailes 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 requestd an allowance for routine

legal and accounting fees. M.though it is difficult to separate

the owner's personal and business difficulties, the Commission is
of the opinion some allowance is )ustified. It has been the com-

mission's experience in other similarly-sised utilities to approve

annual professional fees ranging from less than $ 1,000 to greater

than $ 2,SOO. Based on its experience and the simplicity of Verna

Hills'perationst the Commission finds an a11owance for profes-

sional fees of $ 1>200 annua11y to be reasonable.

2 Transcript of Evidence, February 25, 19&6, pages 36-37.
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CORREC T A POSSIBLE ERROR



"ATTAC f WF.NT "8"

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of i

THE APPLICATI6N 6F VERMA HILLSg
LTD I i FOR AN EMERGENCY AND
PERMANENT RATE INCREASE

)
) CASE NO, 9484

O R D E R

On Deceeber 19, 1985, Uerna Hi 1ls, Ltd., ( Verna Hi 1 le" )

filed its application seeking an emergency increase in its rates
for sewer service. The rates yroposed would generate $ 115i283i an

increase of 1,127 percent or an increas» froi 05.50 to 851.98 yer

month. This application wa preceded by Case No- 9389 in which

the Cceaniss ion 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 Conanis»ion in this
order finds revenues of $ 37,942 reasonable for sewer service to
the custaeers 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 aonth.

In order to esyedite the proposed reguest for eaergency

statust the Caeaission yerfoaaed e liraited examination of Verna

Hills'inancial records for the teat period, calendar year 1985.

As ~ result of this examination ~ staff report was issued and sade

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

'Ah Investigation of the condition of verna Hills> Ltd,



Commission staff recommended that the rates be increased to S20.21

per month excluding «ny costs of bringing the treatment plant i,nto

compliance with applicable regulations. Comments from Verna Hills

vere received on February 20, 1986.

On February 25, 19&6, the Commission conducted a public hear-

ing in thia matter ~ Parties partioipating nre the utility, the

Attorney General's Office, the residents of Verna Hills and the

Commission staff. Sriefs vere received by Karch 26 ~ 1986, and all
other requested information has been received. Letters of protest
have been received from numerous residents of Verna Hills.

Sackground

Por brevity's sake a restatement of Verna Hills'ast and

current financial concerns has not been included in this Order.

However, reference is made to the brief of Verna ilills< the Com-

mission's Order of November 11, 198S, in Case Mo. 9389 and the

staff report for a complete recapitulation of these concerns.
Discussion

The Commission's role in a rate proceeding is .to determine a

«ate which is reasonable both to Verna Hills and its customers.

As stated in the staff report and the applicant' brief, verna

Hills'urrent, poor operating condition was brought about by con-

tinued deterioration over a number of years. Therefore, neither

Verna Bills nor its customers can reasonably exyect an immediat ~

turnaround. Hoover< cooperation bet~can management of Verna

Hills and Verna Hills'ustomers still be essential in achieving a

solution to these problems ~ Although there may be little visible

progress immediately, the residents must in good faith continue to

~24%



pay the charges found reasonable herein since vithout these funds

no progress can be

madel'n
th» other hand, the Commission vill

exert every effort to see that the management of verna Hills uti-
ljses these funds in a reasonable. manner by (1) on-Site inspoc-

t ions ( 2 ) yer iod ic progress reports of cork coipleted, and ( S >

full ver if ication of receipts and disburse&nts. These measures

vill be discussed in greater detail in a later section of this
Order. If ve find that Verna Hills has not fullfilled tho obli-
gations imposed by this Order> ayyroyriate action vill 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 F 589. The Commission has

used this level as the beginning point for further consideration

of the testimony and other information submitted during and

subsequ»nt to the hearing.

In its brief Verna Hills stated that, at e minimum an

additional annual allovance of $6,460 plus a reasonable coat of

liability insurance should be added to the 1evel of expenses

recommended in the staff report. In addition Vorna Hills

requested that the Commission consider the need for routine legal

hand

accounting fees on an annualised basis and to reconsider an

allovance for reasonable mileage. Each of those items vill be

discussed in detail.
Record geoying,.

The staff reyort found that Verna Hills'inancial records

vere in need of substantial improvement. Thus< at tho hearing,



Verna Hills presented testimony that approximateiy'55<65b annifd11y

would be necessary to maintain ita financial recoidk'roperly
rather than the $900 recommended. The Comr.iaaion concurs with the

Attorney General that the level of accounting sophistication and

detail necessary for a utility with 155 customers on flat rates is
not extensive. It ia the Commission's observation that moat, of

what is needed is not state of the art equipment ~ but simple 'and

accurate bookkeeping, maintained on a monthly baaia (daily when

applicable) ~ Therefor ~ . the Cceisslon concurs with thi Otaff'a
recommended level of $900.

. Chem i ca l Examen se s

At the hearing, Verna Hills proposed that ch'eaical expense of

approx imate ly $4, 320 be a 1lowed. The ataf f report recommended

$ 360. Verna Hills'igher proposal waa baaed on information pro-

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

curs with the higher level.
I

K.iability Insurance

Verna llills did not obtain a quote for liablliEj iniuranca

for ita treatment plant. tven though the Commission realises 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 Ccemisaion will appropriately modify ita 'position,

material.

E)ectricity
hn analysis of electric bills for the teat< QHO8 indicated

that the annual cost waa approximately $ 4,400< ' reduction of

$ 1,200 f rom the level recommended in the staf f repOt't.'owever,



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 vaa understated and recommended an

add it iona 1 a 1lovance of $ 750. The Commission concurs t however,

this represents $450 less than the level recommended in the Staff
report s

N}leag» Expense

The staff report denied any allowance for mileage 4}td trans-

portation by the oerner of Verna Hills'reatment plant in

Ninchester and the buiiness office in Louisville. At the heariny

Verna Hills agreed that the business office had voluntarily been

moved to Louisville from its former location in Clark County.

The Commission finds that a manageiient deciiion 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 Leaal and Accountino

In its brief, verna Hills requested an allowance for routine

legal and accounting fees. Although it is difficult to separate

the o~ner's personal and business difficulties, the Commission is
of the opinion soae allowance is )ustified. It has been the Com-

mission's experience in other «imilarly-sixed utilities to approve

annual professional fees ranging from lesI than tl >000 to greater

than $2,500. Sased on its experience and the simplicity of Verna

Hills 'perations, the Commission finds an a 1lo~ance for prof es-

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

2 Transcript of Evidence< February 25 '986, pages 36-37.
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Based on the above changes to the staff report; the 'Coetnis-

s ion finds that Verna Ii11s would have a net operating loss of

$ 23,159, determined as followers

Operat'ing Revenues
Operating Expenses
Met Operating Loss

Proposed
$ 10t094

68 g 788
$ (58w694)

staff
$ 10g230

28g679
S(18-g449)

Adjusted
$ 10g230

33,389
$ (23gl59)

Ongoing Revenue Requirements

Verna Hills'd)usted operation results in a negative operat-
ing catio which will not permit it to xLeet its financial or
opecating obligations. The Cosaaission finds an opec'ating catio of

.88 reasonable to provide Verna Hills sufficient revenues to aeet

its operating expenses and provide for 'reasonable financial

growth. This results in a gross operating revenue requiresent

free noraal operations of $ 37>942< an incc'ease of $27>742. Other

requirements will be discussed later in this Order.

Other Nonrecurring Issues

haortisation of Past Oue Accounts

In its original application verna Hills requested an allow-

ance of soee $75 F 000 for past-due accounts payable arising from

various past expenditures to be ammort ised over 3 years. In the

staff ceport a reeaeaendation vas aade that onLy $25,482 b» recog-

nised as reasonable and that the utility and ratepayers share

equally in the responsibility over a 3-year period ~ Zn its brief,
Verna Hills requested the Coeeission to consider the entire

$25<482 in addition to also allowing legal fees in the amount of

$7.412. (This aaount was ajmended 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 ~as understated and recommended an

additional allowance of $750. The Commission concurs'o~ever,
this represents 0450 less than the level recommended in th ~ staff
report

Mileage Expense

The staff report denied any allowance for «ileage and trans-
portation by the owner of Verna Hills'reatment plant in

winchester and the business office in Louisville. At the hearing

verna Hills agreed that the business office had voluntatlly been

moved to Louisvi1le from its former location in Clark County.

The Cceaaission finds that a management decision to 1ocat~ it¹
business office $0 miles from its service territory should not be

paid for by utility ratepayers in the form of travel expenses.
Routine Legal and Accounting

Zn its brief Verna Hills requested an allo~ance for Loutine

legal and accounting fees. Although it is difficult to separate
the owner's personal and business difficulties, the Commission is
of the opinion some al,lo~ance is )ustified. St has been the Com-

mission' experience in other simi1arly-aimed utilities to approve

annual professional fees ranging from less than 41,000 to greater
than $ 2,500. Sased on its experience and the aiaplicity of Verna

Hills'perations< the Commission finds an allcnrance for profes-

sional fees of $1,201 annually to b» reasonable»

2 Transcript of tvidence> tebruary 25+ 1$85i pages 35 37.



Xn its brief, Verna Hills stated that the legal services have

benefited Uerna Hills and its customers by insulating Verna Hills
f rom multiple 1it igation, by assisting in repurchasing the stock r

in dealing with Kentucky Utilities and by assisting in the prepar-

ation of the rate application. Cn the other hand the brief of3

the Attorney General asserted that the vast ma for ity 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 Bills.
After further review of these legal fees the Cceaission finds

legal services were performed both for the bankruptcy proceeding

and the rate case with many legal fees possibly covering both. Xt

is impossible to discern one amount from the other> thus> the Com-

mission finds the methodology of sharing as recommended in the

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

$8g600 ~

The Attorney General disputes the inclusion in the audit

report of $6, 500 plus accumulated interes t borrowed in 1980 for
the purpose of filing a Chapter 11 bankruptcy for the owner'

per sonal finances. The Attorney General contended that the debt

was not incurred aa a result of providing service to the rate-
payers nor did the ratepayers benefit as a result ot the loan.

After reviewing the transcript, it is the Commission'

conclusion that the loan in the amount of some $5,500 was paid

3 Irief of Verna Hills< pages 9 and 10 ~

I Sr ie f of Attorney General, page



directly to Uerna Hills and then andoraed to the owner' attorney
for the personal bankruptcy of the ovner of Verna Hills. Verna

Hills vas 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 with the Attorney Generalr.
to disallow this loan along vith its accumulated interest total-
ling '812,582.

Verna Hills also argues that the past-due accounts should not

be shared equally with the ratepayers< the position taken in the

staff report. The «taff's position vas based on the fact that

Verna Hills'nstable financial position vas in part due to its
inadequately Lov rates and extended period of neglect by its
management. Verna Hills contends that the failure to seek timely

rate relief vas due to the uncertainty of ownership. The Commis-

sion understands Verna Hills'osition> but does not believe the

ratepayers should be held responsible for Verna Hills'anagement
decisions or the owner's personal financial problems. Thus, the

Commission finds the shared responsibility proposed in the report

to be a reasonable and even generous alternative.
Plant Improvements

Verna Hills'lant is seriously deficient and service is
1

impaired. As stated earlier in this Order, monies for plant

improvements vere not provided for in the staff report, but

estimates vere requested during the audit ~ At the hearing of

February 25, 1986, verna Hills provided an estimate by e consult-

ant of $36 t 175 to bring the treatment plant into comp 1iance vi th

applicable regulations. This estimate did not include any amount



to clear the lagoon. Cn March l0, 1986, Commisiion st'aff 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 vere not

necessary at this time and should be delayedg hovever, an estimate

of 518,000 vas determined to be necessary to clear the sludge

lagoon to an acceptable cond i t ion. In summary, the Comm iss ion

finds that plant improvements totaling $15,505 are necessary for
the restoration of the plant> $7>285 to refurbish the lift station
and $ 18>000 to clean the lagoon, a total of 540,"P90. A more de-

tailed list of the plant improvements necessary is in Appendir 8.
Special Accounting and Rate-Nakino Treatment of Surcharge

Surcharge

The Cceeiesion 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'atepayers

through a surcharge to the basic rates. The Commission

is alloving 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 vould be very cotly, vithout the

security of the surcharge. Sale of the stock vai 'possible during

the bankruptcy process, but the present ovner vas the only bidder.

Abandonment is out of the question since sever service is essen-

tial to the ratepayers.
In the staff report, 3 years vas utilised td'ortise the

customer portion of past-due accounts payable and the Commiss ion
t

finds this reasonable; Hovever, amort isation of the necessary



capital expenditures presents a problem. First> if the amortixa-

t ion period ia too lengthly, the rece ipta vill be too small to
provide expeditious renovat,ion of the treatment plant. On the

other hand, ii the period selected is too short, the burden on the

ratepayers vill be too excessive. In its decision of selecting an

~pproyriate amortixation period< the Commifsion has veighed both

positions carefully and finds an amortisation period of iS months

reasonable for the treatment ylant. This vill yrovide for a rea-
sonable surcharge to the rateyayers along with a reasonable time

period for Verna Hills to recover its expenditures.

hccountability

Verna Hills must immediately aet up a syecial intereat-

bearing account in a bank or earnings institution and all monica

from the plant improvement surcharge must be deposited in that

account vithin 5 days of their receipt. verna Hills must advise

the Commission in vriting of the name of the bank and .the account

number vhere the surcharge monica are deyoaited ~ hll funds

collected from the plant renovation surcharge shall be deposited

.into this account, and only monies for th» actual improvements

included in Appendix 8 shall be withdrawn. Verna Hills shall f}le
a monthly statement of all deposits and disbursements vith a

reconciliation to the moat recent bank statement.

In addition Verna Hills shall file monthly statements vith

the Commission disclosing all receipts and disbursements for ita

entire operations for the preceding tenth These statements

should identify all receipts from the basic bill, the surcharge

for yast-due accounts< the surcharge for ylant improvements and

10



any other receipts along with all disbursements> specifically
t

identifying payments of pas t-due accounts and the direct payment

of plant renovation or bank loans taken out for the purpose of
plant renovation found necessary in this Order. I copy of the

monthly bank statement for its entire operation must also be

included with this f iling along vith a complot ~ bank reconcil ia-
t ion. Per iod ica 1ly the Comm isa ion r i1) aud i t Ve ma Hi 11s

'ccountsand engineering inspections vill be made an a monthly

basis.
Should the Commission find ~an improprieties it rill not

hesitate to invoke penalties under KRS 278.990, including fines,
imprisonment ar bothy

The Commisstan is of the opinion that thes» surcharges be

accounted for as contributions from the ratepayers and not as

revenues. Accounting for these expenditures as contributions

recognizes the source of the funds and accrues the benefits to
that source, th» ratepayers To the extent that the amounts

received from the surchargos aro not used for the repayment af
past due accounts or plant renovation by the end of tho applicable

surcharge period, the Commission vill determine a reasonable

period aver which any unused amounts will be refunded to tho

ratoyayors

Financing

As discussed earlier, the Comaiision is approving a surcharge

for the renovatian of the treatment plant. Since the surcharge is
estimated to generate about $$00 per month> the Commission recog-

nises that adequate funds vill not be available to comylete in a

-11-
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timely manner the needed improvements, and that f inancing on the

strength of the escrowed surcharge is necessary. Therefore Verna

Hills should immediately attempt to make necessary f inancial

arrangements with a lending institution (or the firm completing

the renovation) ~ verna Hills should report its findings to the

Cceaisslon as soon as available, but not later than its first
required monthly report.

FINDINGS AND ORDERS

The Cceaaission, after examining the evidence oi record, is of

the opinion and finds thatc

1. Verna Hills'roposed rate ts unfair, un)ust and 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, )ust and reasonable in that

it will produce revenue sufficient to pay normal operating

expenses and provide for a reasonable profit.
3. Verna Hills should bs yeraittsd to iaplemsnt a surcharge

of $ 1.95 for 36 aonths to recover the utility' share of past-due

accounts+ not to exceed $ 10,750.
4. Verna Bills should be periaitted to implement a surcharge

of $S.48 for 48 months to renovate the utility's treatjaent plant,

clean the sludge pond and repair the lift station. Any amounts

collected in excess of th» actual cost of the required renovation

as described in Appendix 8 should be refunded.

S. Verna Hills should separately list each of the surcharges

on the customers'ills
-12-



6 ~ Verna Hills should set up a special interest bearing

account and all monies fram the plant improvement surcharge should

be deposited in that account vithin 5 days of its receipt.
7. Verna Hills should provide. the Cceaaission the name of the

bank and the account number share this surcharge is deposited.
8. Verna Hills should file a mont%ly statement of all

deposits and disbursements< a coyy of its bank statements vith a

reconciliation to the sost recent bank statement.

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

10. Verna Hills shauld file copies of ita manthly bank state-
ments ~1th a complete bank recalciliatian.

ll. Verna Hills should fil ~ monthly yragress reyorta «nd

financial statements including the number of customers billed not

later than 25 days past the end of each month during the surcharge

yeriad shaving the detai,l requested in the text of this Orders

The proceeds from the surcharge are to be used only for the pur-

poses identified.
12. Verna Iilli should record the receiyt of the surcharges

ultimately as contributions in a id af construct loni but, should

camyly vith the Uniform System of hccounta for Sever Utilities
vith respect to customer advances for construction. Expenditures

for the renovation of the treatment ylant should be recorded as

capital additions vhil» expenditures tor the payment of - yast due

accounts should be recorded to the apylicable payable account.

-13-



13. Verna Hills should provide a list of ~est due customer

accounts oving more than one month coincident vith Other required

filings
14. The report of expenditures frca the surcharge funds must

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

service yrovided.

15. Engineering inspections of the treataent plant should be

conductad monthly to verify cepliance vith applicable regulations

and this Order

18. Verna Hills should maintain its financial records in full
compliance vith the Uniform System of Accounts for Sever

otflittes.
17. Verna Hills should solicit funding traa an external

source for the y1ant renovation and prov ide the results to the

Commission in its first monthly report.
IT IS THEREFORE ORDEREb thats

l. The rate yrayOSed by Verna IillS be and it hereby iS

denied e

2 The rate in Appendix A be and it hereby . is Ipproved to
be charged by verna 5i1.1a for baize service oa and ofter the date

of this Order

5 ~ A surcharge in the eaount of $ 1 $5 per anth per cus-

tomer be and it is hereby ayproved for 31 months to repay yast due

accounts receivable .
4. A surcharge in the aiount of 05 41 per. anth yer cus-

toeer be and it is hereby ayproved for 48 months -to recover the

cost of plant renovation as described in hypendix S.
14



In the event proceeds from the surcharges are aisappro-

pr iated, the surcharge shall be imaed tately tenainated and any

misappropriations refunded.

6. Proceeds froa the surcharges shall be recorded as con-

tributions in aid of construction and all other accounting

instructions specif ically identif ied shall be foll~- as if so

ordered individually
1. Monthly reports shall be provided to the Ccmisyion as

described in findings 6 through 10, beginning ~ith the first Cull

aonth 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 coa-

plianc ~ elth the Vnifora Systea of hccounts for Sever Vtilities.
9. hny use 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 218.990.
10. h plan of financing shall be provided with the initial

report as required in this Order.

bone at Frankfort, Kentucky, this 9th day of May, 1986.

Iy the Cceaission

hTTESTs



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
CONNISSION IN CASE NO+ 94S4 DATED NAX 9, l986

The following rates and charges are prescribed for customers
receiving sewer service frcea Verna Hills Ltd. All other rates and

charges not specifically mentioned herein sbiall remain the same as

those in effect under authority of this Commission prior to the

effective date of this Order.

CllstcNfer Class

Residential

Monthly Rate,:,
420ol1

A monthly surcharge of $ %.95 will be levied against each
ratepayer for a period of 35 months for past due accounts.

A monthly surcharge of $5 48 will be levied against each
ratepayer for a period of i8 months for plant improvements.



APPENDIX TO AN ORDER OF THE KENTUCKY PQSLIC SERVICE
COMMISSION IN CASE NO ~ 9484 DhTED ~ 9, 1986

ESTIMATED PARTS AND COSTS
FOR THE RENOVATION OF VERNA HILLS TREATNENT PLANT

Plant Renovation

l.
2 ~

4 ~

7 ~

Replace air f ilters on all 3 bowers
Replace 24 diffuser drops with diffusers
Labor
Replace 5~ comainutor
Labor
Replace air lines to sludge return puaps
in clarifier (2)
Labor
1 Sanuril Model 1001
Labor
Replace grating on chlorine
contact tank
Labor
Replace grating on 55,000 STP
Labor
Furnish 1 supernat» return pipe
froa sludge holding tank
Labor to weld on tank
Replace skiemers in clarifier {2)
Labor

142.9'2
4,213 14

480.00
2i104 ~ 20

400.00

285 00
380.00
869'0
360 F 00

472 ~7S
60 F 00

2 '33+$0
600+00

289 ~ 00
250 F 00
285 'Q
380,00

Total Parts
Sales Tax (5%)
Freight
Labor

TOThL

$ 11~ 495,21
574 '6
525 F 00

2g 910~ 00

$15,504 97



Lif t Station
l. Clean, +et well and pull both pumps

have (1) pump rebuilt if possible
(estimate only)

2. Rewire centLal panel
Replace 4 float switches

4. Labor for pump s t ation

3r000 F 00
900.00
200 F 00

2g800 F 00

Total Parts
Sales Tax (5%)
Freight
LaboL

TOThL

84,100F 00
205 F 00
180 00

2,800.00
87y2$ 5 00

Clean Lagoon
Plant
Lift Statibh,

TO'ThL

'"4i8 g000+00
15,504'7~'':'p25+00

840, 788~87



ATTACH'tENT "C '

ii flj

9(a/87
Verna Hills Ltd.
Aeration Basin

~

j
I

9/S/87
Verna Hills Ltd.
Aeration Basin 5 Blowers

9/5/87
Verna Hills Ltd.
Stream showing sludge deposits

9/S/aV
Verna Hills Ltd.
Timer Controls for Blowers



9/3.8V
Verna Hills Ltd.
Lagoon shoving sludge

s/s/g7
Verna Hills Ltd
Lagoon showing sludge

[

~a

|

'-'/.~/s i
4'erna liilIs Ltd.SI udge Pump



Commonwealth of Kentucky
Public Service Commission

UTILITY REIMSPECTIQII REPORT

Verna Hills, Ltd.
Winchester, Kentucky

August 6 ~ 1987

SL1C NRV
1'HOSS1OH

CO

Submitted,
August 6t 1987

On July 31, 1987, the monthly reinspection of Uerna Hi lls,
Ltd., was conducted. The condition of the utility has not changed

since the June 22, 1987, inspection. (see attached)
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I.arrf N. Cpdike
Utility Investigator
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Verna Hi 1ls, Ltd ~

Winchester, Kentucky

June 26, 1987

On June 22, 1987, the monthly reinspection of Verna Hillst

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-floe.

The condition of Verna Hills is much improved since the last
inspection of Nay 18, 1987.

Submitted i
June 26, 1987
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Larry IN ~ Updike
Utility Investigator
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On Nay 18, 1987, the manthly reinspection of Verna Hills,
Ltd., was conducted by the Division of Engineering staff. This

reinspection was made ta determine if Verna Hills, Ltd., has began

ar completed any of the proposed improvements stated in Case Mo.

9484. In the September 9, 1986, reinspection report it was noted

that the repair of the lift station proposed in Case Na. 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. Howevers

during this inspection it is noted that some action had been taken

on cleaning the stream and lagoon. I talked to Don Sierly, 010

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 haw many loads.
Submitted,
June 2, 1987
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Larry N. UpdRce
Utility Investigator


