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GENERAL 1

DOCKET NO. N-100, SUB 37
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
The revision of Rule R2-46 of the Commission's Motor )
Carrier Regulations pursuant to 5.S5. 62-260(f), ) ORDER
G.S. 62-261(3), G.S. 62-266(a) and G.S. 62-281 )

The WNorth Carolina Utilities Commission, acting under the
power and authority delegated to it by law, hereby amends
its Pule R2-46 to read as follows:

The rules and regqulations adopted by the U.S. Department
of Transportation relating to safety of operation and
eguipment (49 CFR Parts 390-398 [ formerly Parts 290-298]
and amendments thereto) and the rules and requlations
adopted by the U.S. Department of Transportation relating
to hazardous materials (49 CFR Parts 170-190 [formerly
Parts 71-79] and amendments thereto) shall apply to all
for hire motor carrier vehicles engaged in interstate
commerce and intrastate commerce over the highways of the
State of North Carolina, whether common carriers, contract
carriers or exempt carriers: provided, that Section
393.95(d) is amended by inserting the words ‘or snow
tires' immediatelvy following the words 'tire chains'.®

and directs that the same shall be in full force and effect
from and after February 1, 1972.

BY ORDER OF THE COMMISSION.
This the 17th day of January, 1972.

NORTH CAROLINA UTILITIES CONMISSION
Katherine %, Peele, Chief Clerk
(SEAL)

DOCKET NO. M-100, SUB 39
BEFORE THE NORTH CAROLINA UTILITIES CONMISSION

In the Matter of
Fule-Making Proceeding to Investigate and } ORDER
Promulgate Rules to Prohibit Discrimination }y ESTABLISHING
in Billing Practices and to Establish Oniform ) UNIFORHM
Tariff Provisions for Billing of Customers of ) BILLING

Electric, Telephone, Gas, Water and Sewver ) PROCEDURE
ODtilities. ) RULE
HEARD IN: Commission Hearing Room, Ruffin Building, One

West Morgan Street, Raleigh, Worth Carolina -
January 18, 1972, and July 31, 1972.



2 GENERAL ORDERS

BEFOQRE: January 18, 1972 - Chairman Harry T. Westcott,
Presiding; Commissioners Harvin R. Wooten, John
¥. McDevitt, Hugh A. Wells and Miles H. Bhyne

July 31, 1972 - chairman HMarvin R. Wooten,
Presiding; Cosmissioners John W. HcDevitt and
Miles H. Rhyne

APPEARANCES:
For the complainant:

Karl N. Hill, Jr,

Jordan, Wright, Hichols, Caffrey £ KHill
Attorneys at Lavw

500 ¥, Priendly Avenuae

Greenshoro, Korth Carolina

Appearing for: Mrs. Patricia K. Byrne

For the Intervener-pProtestant:

Thomas J. Rucker

Attorney at Law

Legal Rid Society of Forsyth County
300 Governméent Center

Winston-Salem, Horth Carolina
Appearing for: Mrs. Mattie Lee Clark

For the Intervener:

Thomas L. Barringer

Attorney at Law

P. 0. Box 2071, Raleigh, Worth carolina 27602
Appearing for:

North Carolina Consumers Council, Tnc.

For the Respondents:

Steve C. Griffith, Jr.

Duke Power Company

422 5. church Street

Charlotte, Worth Carolina 28201
Appearing for: Duke Power Company

Charles P. Rouse and

Henry A. Mitchell, Jr.

Carolina Power & Light Company

P. 0. Box 1551, Raleigh, North Carolina
Appearing for: Carolina Power & Light Company

R. C. Howison, Jr.

Joyner & Howison

Attorneys at Law

Wachovia Bank Building

Raleigh, Worth Carolina

Appearing for: Nantahala Power E Light Company



GENERAL 3

R. F. Branon

Southern Bell Legal Department

67 Edgewood Avenue

Atlanta, Georgia

Appearing for:

Southern Bell Telephone and Telegraph Company

K. Byron McCoy and

A. H. Graham, Jr.

Newsom, Graham, Strayvhorn, Hedrick £ Murray
Attorneys at Law

P. 0. Box 208R, Durhaam, North Carolina 27702
Appearing for:

General Telephone Company of the Southeast

Jerry W. Amos

MclLendon, Brim, Brooks, Pierce § Daniels
Attorneys at Law

P. 0. Drawer U

Greenshoro, North Carolina 27402
Appearing for:

Piedmont Natural Gas Company
Pennsylvania & Southern Gas Company
United Cities Gas Company

F. Kent Burns

Boyce, Mitchell, Burns & Saith

Attorneys at Law

Box 1406, Raleigh, Worth carolina 27602
Appearing for:

Public Service Company of North Carolina, Inc.

George W. Ferguson, Jr.

Attorney at Law

Duke Power Company

P. D. Box 2178, Charlotte, North Carolina
Appearing for: Duke Power Company

Thomas E. Capps

Attorney at Law

336 Fayetteville Street

Raleigh, North Carolina

Appearing for: Carolina Power £ Light Company

Odes L. Stroupe

Joyner £ Howison

Attorneys at Law

Box 109, Raleigh, North Carolina
Appearing for:

Virginia Electric § Power Company

Guy T. Tripp, ITI

Hunton, Williams, Gay & Gibson
Attorneys at Law

P. 0. Box 1535, Richmond, Virginia
Appearing for:

Virginia Blectric & Power Company



a4 GENERAL ORDERS

Donald E. Strickland

Attorney at Lavw

Southern Bell Telephone & Teleqraph Company
7245 Hurt Building

Atlanta, Georgia

Appearing for:

Southern Bell Telephone & Telegraph Company

For the Compission Staff:

Edwvard B. Hipp
Commission Attorney
P. O, Box 991, Raleigh, North Carolina 27602

William E. Anderson
Assistant Commission Attorney
P. 0. Box 991, Raleigh, Worth Carolina 27602

BY THE COMMISSION: By oOrder of March 26, 1971, the
Coomission instituted this general investigation anl rule-
making proceeding and ordered that all electric, telephone,
gas, vater and sewer public utilities holding franchises
under the North Carolina Public Dtilities Act are parties-
respondents to the proceeding, On April 25, 1972, the
Commission issued— its Interim order ©proposing Uaiform
Billing Procedure Rule B12-9 as cited therein, and on July
31, 1972, held a public hearing om that proposed rule,

During the course of this investigation a voluminous
record has been made of exhibits indicating the various
utilitijes practices relating to due and payable periods,
issuing delinquent notices and disconnection or cut-off
notices and the application of late payments rTate
di fferentials; two public hearings have been held in the
docket and parties of record, including both utilities and
consuners, have made statements, offered proposals, lodged
objections to the proposed Rule R12-9 as initially proposed,
and filed briefs,

During ‘the course of the investigation Duke Power Company
proposed certain changes in its own filed tariffs, wherein
the amount billed for electric service was deemed to be a
net rate, apolicable only in case a bill was paid on or
before the 1S5th day (with a gross rate equal to net plus 5%
applicable on all bills paid after said day); Duke proposed
a change from fifteen to twenty-five days.

Pursuant to the initial public hearing in this matter helad
on January 18, 1972, the Commission issued its said Interim
Order in which it ruled that a late payment differential of
5% or more per month is in the nature of a penalty, that the
charge is excessive and therefore discriminatory and ordered
that during the pendency of this docket and until such time
as a final rule is adopted by the ' Coumission the various
utility companies making such a charge were to cease and
desist from charging any late payment penalty on bills to
retail customers in Worth cCarolina.
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During the pendency of this proceeding hoth Duke Power
Company and Carolina Power & Light Company, which are the
two largest public utilities operating within this state
utilizing such dAuz and payable periods (initially 15 and 10
days, respectively, for residential customers) devised
procedures by which the due and payable periods could be
extended for the convenience of their customers.

In its Interim Orders of April 25 and April 28, 1972, the
Commission ordered that the proposed rule would be adopted
and promulgated effective July 1, 1972, uanless formal
objections and requests for public hearing were received by
may 15, 1972.

By oOrder of June 8, 1972, the Commission acknowledged the
filing of various comments, objections and inquiries and
requests for hearing, including motions to intervene filed
by the North Carolina Consumers Council, Inc., and bhy the
Porsyth County Legal Aid Society on behalf of Mrs. Mattie
Lee Clark., The matter came on for resumed hearing on
July 31, 1972, and the parties were given an opportunity
thereafter to file briefs.

Opon consideration of the record herein the Commission
makes the fcllowing

FINDINGS OF FACT

1. That the diversity of practices heretofore employed
by the various public utility firms doing business in North
Carolina has resulted from historical development within the
various companies such that the utilities have developed
their own procedures internally without having given
particular attention to methods employed by other atilities,
excert in the telephone industry wvhere substantial
uni formity of billing procedures and tariff filings has
already been devised within the industry.

2 That the public interest requires the elimination of
confusing and misleading billing procedures and tariff
provisions establishing such procedures.

= That the finance or late payment increment of a rate
charged by a public untility to its North Carolina retail
customers is a rate or charge subject to the jurisdiction of
this Commission under G.S. 62-130 through 62-140.

4. That the practice of charging a late payment
di fferential to residential customers and not ¢to other
classes of customers is unreasonably discriminatory under
G.S. 62-140.

Six That the disparity of tariff provisions reflecting
di fferent pavment periods for different classes of customers
has not been supported by substantial evidence and said
tariff provisions are therefore in that regard unreasonably
discriminatory under G.S. 62-140.
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6., That the 1late payment charges heretofore levied in
the anounts of 5% or 10% per month are nisleading,
unreasonable and discriminatory under G.S. 62-140.

7. That as an alternative to the threat and execution of
disconnection, a reasonable finance or service charge is an
inducement for proapt payment of bills.

B. That a wutility will have provided service to its
customers on a credit basis, at the time the customer is
billed, for approximately thirty aays; that a reasonable
additional time, however, should be available to the
customers to make payment so that he can reasonably make
such payment before the utility initiates disconnect
procedures or levies a finance or service charge.

9. That a period of 10 days from the billing date after
vhich corsupmer's service may be disconnected for nom-payment
is not a reasonable period of time in which to make payment,
in viev of the serious consequences of antinmely paynent
resulting from the right to initiate the disconnect
procedure.

10. That there are dinterest, finance and service costs
directly attributable to those customers who delay payment
of utility bills beyond the time during which the majority
of customers pay suach bills, and beyond the billing cycles
reasonably required by the wutilities' bookkeeping and
billing. procedures.

11. That the charging of an interest, finance or service
charge by a public utility whose bhooks and billing
procedures are set up in such manner as to make such a
charge feasible is a just and reasonable means of atteapting
to recoup a portion of those costs attributable to said
customers.

12. That the new, proposed Rule R12-9 incorporated herein
by reference will, by eliminating much of the confusion and
diversity of billing practices, be in the public interest.

Whereupon, the Comnission reaches the following
CONCLUSTONS

On September 15, 1972, Carolina Power & Light Company
filed an affidavit and request for carrections of the
transcript of the testimony of Mr. J. V. Henderson, and
served copies of said affidavit and reguest on parties who
appeared at the July 39, 1972, hearing. WNo objections
having been filed, and good cause having beer shown, the
Conmission concludes that said corrections should be
alloved.

The Commission has noted that mnunicipalities may, by
virtue of an express legislative grant of authority in G.S.
160A-314, establisk due and payable period of ten (10) days
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and may apply such interest charges or penalties as they
might establish. The Commission concludes, howevar, that
the reqgulated public utilities may not apply such charges as
are herein found unjust and unreasonable.

In the Interim oOrder proposing a Uniform Billing
Procedure, the Commission recited that it is "of the opinion
that the various utility firms shouli have available to thenm
some option for encouraging prompt payment and that
therefore some reasonable finance or late payment charge may
be employed where needed™ and the resumed hearing pursuant
to that Interim Order involved considerations of the amount
of such charge and the means of its application. The
Commission has concluded that the following Rule setting a
ceiling on any such charge and devising a uniform method of
application, should be adopted, as N.C.U.C. Rule R12-9:

(a) Declaration of policy. No "penalties",
"discounts™ or "net-and-gross" rate differentials shall be
imposed wupon North Carolina consumers served by public
utilities subject to the jurisdiction of this Commission,
for the reason that those rate differentials are confusing
and misleading, and the monthly rates of 5% or 10%
heretofore charged are arbitrary and unreasonable. This
Commission recognizes, however, that there are intarest,
finance, or service costs directly attributable to
customers who excessively delay payment of utility bills,
and considers that it is appropriate for a utility to
attempt to recoup a portion of those costs by applying
such interest, Ffinance or service charges as may be
reasonable and lawful.

(v Billing date. All bills for utility services
are due anl payable as of the billing date, or if not
received by said billing date, upon receipt. The billing
date shall be orinted on the bill and the bill shall be
placed, postage prepaid, in the U. S. Mail (or if the mail
is not used, delivered to the customer) prior to or no
later than the billing date.

(c) Past due or delinquent bills. The past due or
delinquent date is the first date upon which the utility
may initiate disconnect proceedings under N.C.U.C. Rule
R12-8 and the date from which interest shall he computed
in the event the utility applies an interest, finance or
service charge. The past due or delinquent date shall be
disclosed on the bill and shall be not less than fifteen
(15) days after the billing date. In the event the
utility fails to place the bill in the mail (or deliver it
as in paragraph (b) above) prior to or on said billing
date, the consumer shall have the right to require that
the ntility adjust the billing date by the number of days
by which the postmark (or delivery as in paragraph (b)
above) exceeds the original billing date.

(1) Finance charges. No interest, finance, or
service charge for the extension of credit shall be
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imposed upon the consumer or creditor if the account is
paid within tventy-five (25) days from the billing date.
No utility shall apply a late payment, interest, or
finance charge to the balance in arrears at a rate of more
than 1% per nmonth. The bill shall clearly state the
interest rate, All utilities applying an interest,
finance or service charge nust file tariff provisions to
that effect and must apply said finance charge on a
uniform basis, applicable to all customers and all classes
of service.

(e) Acceleration of ip rare cases ¥ith good cause.
If a utility with good cause determines that +the credit
rating of a customer has heen jeopardized by unusually
extensive use of a metered or toll service, such as 1long
distance telephone service, or by other factors which
indicate the likelihood that the customer cannot pay his
outstanding bill, and for which the customer's deposit, if
there be one, does not furnish adequate security, the
utility may accelerate the past due or delinguent date and
proceed with disconnect procedures under N.C.U.C. Rule
R12-8; provided, however, that it must state to the
customer in writing its cause for so doing and file a copy
of said statement with the Conmission.

The Commission concludes that the Rule adopted herein will
be fair to the consumers and to the public utilities. Rule
R12-9 will apply to all equally and allov no charge to be
nade to certain classes of customers -only. Residential
customers and other customers are to be treated the same.
The billing date established in Paragraph (b} provides a
precise method of establishing the date upon which the bill
is "rendered" to the customer and provides a firm basis for
establishing the past due or delinquent date, and for
establishing the twenty-fifth day after which interest may
he charged.

The Commission concludes that the Rule R12-9 adopted
herein is sufficiently within the parameters of the hearing
held on Jely 31, 1972, and the notice thereof given by
virtue of the orders of April 25, 1972, and April 28, 1572,
the June B8, 1972, order stating the effective date of the
initially proposed Rule R12-9 and the hearing notice issued
on July 25, 1972, that the matter may nov be concluded and a
Rule adopted herein by issuance of a final order of this
Comrmission, wvithout further opublication of notice and
wvithout inviting another round of comments, statements and
counter-proposals.

The Commission recognizes, however, that with some four
hundred parties of record in this proceeding, some party may
well properly have further evidence or argument which the
Commission should consider, and the Commnission notes, in
this context, that any party has the right to move that the
Commission postpone the effective date of any action taken
by it, rescind, alter or amend a prior order or decision,
and to shov good cause therefor. It appears to the
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Commission, howeveér, that procedaral due process will he
observed sufficiently vell in this rule-making proceeding
vithout further interim action being necessary prior to the
issuance of said final order.

IT IS, THEREFORE, ORDFPRED:

1. That WN.C.U.C. Pule R12-9 as set out herein be, and is
hereby, adopted to be promulgated as a part of the Rules and
Regulations of this Ccomission, effective January 1, 1973.

2. That the various electric, telephons, gas, water and
sever utilities be, and are hereby, directed to file
appropriate tariff revisions at the earliest possible tine,
but in any event not later tham February 1, 1973.

3. That the cease and desist portion of the Interim
Orders issuel April 25, 1972, and April 28, 1972, remain in
effect until the Rule herein adopted becomes effective on
January 1, 1973.

4. That the various electric, telephone, gas, water and
sewer utilities shall make necessary revisions in their
billing statements by March 1, 1973; provided, however, upon
a shoving of good cause, a reasonable grace period for
revising the billing statements to comply with paragraphs
(b) and (c) of Rule R12-9 will bhe considered upan requast on
a case~-hy-case basis.

ISSUED BY ORDER OF THE COMHISSION.
This 24th day of November, 1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine K. Peele, Chief clerk
{SEAIL)

DOCRET NO. M-100, sS08 47
BEPORE THE NORTH CAROLINA UTILITIES ZOMMISSION

In the Matter of
Transportation of Property for or Under Control of )
the United States Government, the State of Worth )
Carolina, or any Political Subdivision Thereof, or }
any Board, Department or Commission of the State, or)
any Institution Owned and Supported by the State, by ) ORDER
Motor Carriers for Aire, Formerly Exempt Onder

G.S5. 62-260 (2) (1), Repealed by Chapter 856 of the )
Session Laws of 1971, )
HEARD Iy: Commission Rearing Room, Ruffin Building, One

West Morgan Street, Raleigh, North Carolina, on
FPebruary &, 1972,
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BEFORE: Chairnan Harry T. Westcott, and Comnissioners
McDevitt, Wooten, Rhyne and Wells

APPEARANCES:
For the Petitioner:

Peter Q. Nyce, .Jr.

Department of the Arny .
Regulatory Law 0Office, 0.J.A.G.
Washington, D. C. 20310

For: Department of Defense

For the Respondent:

Thomas R. Eller, Jr.

cansler, Lockhart § Fller, P. A.

1010 North Carolina National Bank Building

Charlotte, Worth Carolina 28202

For: North Carolina Movers £ Warehousemen's
Association

For the Conmission Staff:

Edward B, Hipp

Commission Attorney

217 ruffin Building

Raleigh, North Carolina

For: North Carolina Utilities Comnhission

BY THE COMMISSION: This proceeding arises from the Act of
the General issembly of North Carolina in Chapter 856 of the
Session Laws of 1971 in repealing the statutory exemptions
theretofore available for transportation for and under the
control of various governnmental units. Prior to the Act,
the exemption read as follows:

"562-260. Exemptions from regulations.-(a) Nothing in
this chapter shall he construed to include persons and
vehicles engaged in one or more of the following services
by motor vehicle if not engaged at the time in the
transportation of oather passengers or other property by
notor vehicle for conmpensation:

1. Transportation of passengers or property for or under
the control of the United States governrent, or the
State of North Carolina, or amy political subdivision
thereof, or any board, department or coamission of
the sState, or any institution owned and supported by
the State;®

Chapter 856 of the Session Laws of 1971 repealed the above
exenmptions as follows:
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"CHAPTER 856

AN ACT TO REPEAL THE FXEMPTION OF GOVERNMENTAL VEHICLES IN
MOTOR CARRIER REGULATION.

The General Assembly of North Carolina enacts:
Section 1. G.S. 62-260 (a) (1) is hereby repealed.

Section 2. This act shall become effective upon
ratification.

In the General Assembly read three times and
ratified, this the 14th day of July, 1971."

Pursuant to this repeal of the former exemption of
transportation for or under the control of said governmental
units, the Commission issued a General order on December 2,
1971, providing that effective on December 15, 1971, the
Commission would institute regulation of motor carriers
transporting shipments for or under the control of said
government units and would enforce the requirement that such
carriers conform with their tariffs on file with the
Commission and transport such shipments within the scope of
their certificate or franchise rights.

On December 13, 1971, the Secretary of the Army filed a
petition in this proceeding contending that transportation
for or under the control of the United States Government was
immune from regulation by the State of North CcCarolina
through the ©Public Utilities Act and the North Carolina
Utilities Commission, on the basis of the immunity provided
for the Federal government in the U. S. Constitution from
interference by the states, and upon certain acts of
Congress establishing the procurement practices of Pederal
Agencies in securing qoods and services, including
transportation service.

Following the filing of the petition by the Army in this
proceeding, the Commission 4issued its general order on
December 13, 1971, suspending the effect of the December 2,
1971, Order as to transportation for or under the control of
the ©. 'S, Government until hearing could be held on the
petition of the Secretarv of the Army and until an Order
could be issued determining the Commission's action
regarding the application of Commission regulation to motor
carriers handling shipments for or under the control of the
U. S. Government.

Pursuant to the Order of Decemher 13, 1971, public hearing
vas held before the full Commission on Pebruary %, 1972, and
appearance made by Counsel for the U. S. Department of
Defense, for the North Carolina Movers and Warehousemen's
Association, and for the Staff of the North Carolina
UDtilities Commission.
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The United States Departwent of Defense offered testimony
of two witnesses as follows: Mr. William Baude, Deputy
Director for Personal Property, Military Traffic Manageuent
and Terminal Service, Washingtom, D. C., wvho described the
procurement policies of the United States Government,
including reference to statutes covering procureamant of
transportation, and described the policy of the United
States Department of Defense to use duly regulated motor
carriers certificated by the State Conmrission, and the
practice of securing special rates under Section 22 of the
Interstate Commerce Act for interstate freight.

Mrs. M. F. Truelove, Assistant Transportation Officer at
Fort Bragg, Forth Carclina, testified in regard to the
transportation practice of the Army at Fort Bragg and the
handling of Federal Governnent transportation service at
Fort Bragg, vwhich fell under ¢the responsibility of her
office. Both Army witnesses stated that the Army did not
solicit rates belov those approved by the Commission but
contended that the Army had a constitutional right to 10 so
if they so elected. Mrs. Truelove testified that all of the
general commodities and petroleum products were wmoved on
tariff rates regulated by the Otilities commission, but on
household goods there was one motor carrier who was given
first opportunity to handle such shipments because it filed
rates below the tariff approved by the HNorth Carolina
Utilities Comnission as just and reasonable rate.

mr, Baude testified that the Aray procurenment policy
required that it consider quality of service and 4id not
require that the Aremy obtain the lovest possible price
without regard to whether it is compensatory or fair to the
carrier, and that the Army found it advantageous to usz only
motor carriers having Certificates of Public Convenience and
Fecessity from the Utilities Commission.

Ars. Truelove testified <that the Arsy did not solicit
rates lower tham those approved by the Conmmission, but
accepted the lower rates of the one household goods carrier
vhen tendered; and that upon tender of a lower rate the
carrier was offered all of the movement of household goods
at that rate, so long as he had capacity to handle the
shiprents, and those that said carrier could not handle were
given to the next carrier on a roster of carriers maintained
by the Army at the published tariff rate; and that the Army
did not use any carrier who does not hold a Certificate of
Public Convenience and Wecessity from the Worth Carolina
Utilities Comnission for skipments in intrastate commerce in
Worth carolina.

The North Carclina Movers and Warehousemen's Association
called as witness Mr. Harold Parks, Transportation Officer
of +the Seymour Johnson Air Force Installation at Goldsboro,
and Mr. Al Gray, Transportation Of£ficer of the Cherry Point
Marine Installation at Jacksonville as witnesses, both being
present in the room. Upon objectiorn by the counsel for +the
Secretary of the Army to the calling of these witnesses by
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the Worth Carolina Movers and Warehousemen's Association
vithout subpoenas, they were excused by the North Carolina
Sovers and VWarehousenmen's Associatiorn from testifying.

Based upon the record herein, the act of the North
Carolina Gemneral Assembly in repealing 5.S5. 62-260(a) (1),
and the evidence of record in this proceeding, the
Compission makes the following

FINDINGS OF FPACT

1. The pPetitioner, Secretary of the Army, is a proper
party to this proceeding and is properly before the
Conmission on his Petition filed herein and his appearance
through counsel and presentation of authorized employees of
the Army as witnesses in this proceeding.

2, The ¥orth Carclina Movers and Warehousemen's
Association is a proper party to this proceeding and 1is
properly before the Commission based upon its intervention
and the appearance through counsel and participation in
examination of witnesses.

3. The Commission has jurisdiction over transportation
of property im intrastate commerce in Nortk Carolina
pursuant to the laws of the State of North Carolina, and is
charged vith the duty and responsibility under the laws of
the State of Yorth Carolina to issue Certificates of Public
Convenience and Necessity to duly authorized motor carriers
in intrastate commerce and to regulate the safety of
operations and the rates for services of State carriers in
intrastate commerce in North Carolina.

q. The Department of Defense, through the Secretaries of
the Army, Navy and Rir PForce, maintains installations in
Horth Carcolina, and procures transportation services fronm
motor carriers in intrastate commerce in North carolina £or
transportation 3f passengers and freight, including general
commodities, petroleur and petroleum products, and household
goods, as defined in the Commission's rules for tramnsporting
of household goods in North carolina. The military
installations of the Department of Defense utilize other
public utility services regqgulated by the NYorth Carolina
gtilities Conmmission, including electric, telephonre and
natural gas service.

S The Department of Defenge utilizes the henefits of
requlation of motor carriers' service by the Commission in
relying upon the cCertificate of Publie¢ Convenience and
Yecessity issued in North Carolina to establish the ability
and fitness of the motor carriers, as well as Commission
requlation of other public utility services, including
electric, telephone and natural gas, and utilizes the
henafits of Utilities Commission requlation of* quality of
service, safety of service, fitness and ability to serve,
and at rates fixed for such service under statutory
ratemaking proceedings.
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6. That the Department of Defense utilizes the tariff of
rates fixed by the North Carolina Otilities Conmmission for
the transportation of passengers, general coomodities,
petroleun and petroleum products, and for electric,
telephone and natural gas services, and has adhered to and
never objected to said rates provided to the Department of
De fense.

7. That the Fort Braqqg unit of the Department of Defense
has demonstrited a practice of moving household goods for
personnel for and under control of the Department of the
Arny by maintaining a roster of regulated motor carriers and
has adhered to the approved tariff €fixed by the Worth
Carclina Ttilities Commission for such service and does not
seek reduced rates, but in one instance where a lower price
vas submitted by a carrier on suck roster, it has wused@ the
lower price.

8. That one carrier on the Port Bragqg roster of
regulated carriers has subaitted a price lover than the
rates approved as Jjust and reasonable by the Dtilities
Conmission and, as a result of that f£iling, the Fort Bragg
anit of the Department of ©Defense tenders all moving of
household goods to said carrier, to-wit, Tryon Moving and
Storage Company, as long as said carrier has capacity for
such shipwents, and when the carrier does not have the
capacity to handle all of the shipments tendered, tha Port
Bragg unit of the Department of Defense then gives the
shipments to the next motor carrier on the roster, at the
rates filed, approved and fixed by the Otilities Commission.

9. The rates which the said Tryom Moving and Storage
Company submits to the Fort Bragg unit of the Department of
Defense are lover than the rates the said carrier charges to
renbers of the Army in transporting their own household
goods at their own expense and are lower than rates charged
by said carrier vhen moving household goods of citizens of
the 1nited States residing in Worth Carolina, in intrastate
commerce in ¥North Carolina, and are lower than the rates
fixed by the WNorth Carolina Utilities Commission as being
Just and reasonable, and said rate submitted to the Fort
Bragg unit of the Department of the Army is a preferemtial
rate within the neaning of the common law of the United
States and the State of WNorth Carolina for determining
lawful utility rates, and is a discrimination practiced by
said carrier against persons similarly situated.

10. That the Secretary of Defense has adopted a general
practice of procuring utility services in North Carolina at
fixed and non-preferential rates under the same tariff of
rates fixed for other parties and persons similarly situated
in the State of Northk Carolina, and has observed said policy
for the procurement of said services in general, including
electric, telephone, natural gas, general commodities, and
petroleum and petroleum products, and the Port Bragg unit
has accepted from Tryon Moving and Storage Conpany a
preferential and discriminatory rate for household goods in
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exception to the general practice of the Secretary of
De fense.

11. That Tryon Moving and Storage Company has been
suspended by ths Fort Bragg transportation unit for
infractions for inferior service, and is now reinstated
after the suspension period.

CONCLUSTONS

Ts The WNorth Carolina ©Utilities Commission has the
responsibility of regulating rates, service and safety of
motor carriers hauling regulated commodities for hire in
intrastate commerce in the State of North Carolina, as well
as the responsibility of regulating rates, service and
safety of basic public utilities, including electric, water,
telephone, gas, sewver and rail service for compensation for
the public.

2. The prevailing principal of public utility rates
under the North Carolina Public Otilities Act and under the
common law in effect in North Carolina is that utility rates
shall be non-preferential and non-discriminatory, and that
all persons similarly situated shall bear the same
proportionate share of the cost of providing utility
service, based upon the ratemaking formunla of the North
Carolina Public Dtilities Act requiring that the Commission
fix rates of public utilities that are just and reasonable
to the public and to the utility, and that the rates provide
no more than a reasonable rate of return to the public
utility for the property devoted to the public utility
service in North Carolina. 1In the case of motor carriers,
the ratemaking formula is based on the operating ratio of
the motor carriers.

3. The Department of Defense observes the uniform rates
fixed for public utilities in North Carolina in all cases
wvhere the Department of Defense is similarly situated with
other members of the using and consuming oublic wutilizing
utility service, except 1in the one case at issue in this
proceeding, to-wit, the movement of household goods in
intrastate commerce in North Carolina by Tryon Moving and
Storage Company.

4, The rates oprovided to the Department of Defense by
Tryon Moving and Storage Company in this proceeding are the
only rates which deviate from rates found to be just and
reasonable, and to the extent of such deviation, these rates
are preferential, and discriminate against members of the
using and consuming public similarly situated to the
Department of Defense.

5= In the shipments at issue in this proceeding, the
Department of Defemnse is securing the transportation of
property balonging to soldiers or «civilian personnel
employed by the Department of Defense and the property does
not belong to the Nepartment of Defense. The Department of
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Defense is utilizing a ‘preferential rate and is seeking
irmunity from regulation for such shipments, and thus is
utilizing unregulated service for the transportation of
household goods of soldiers and civilians, and is utilizing
in this proceeding the service of Tryon Moving and Storage
Company which has heretofore been suspended by the
Department of Defense for infractions of the regulations for
inferior service on shipments of members of the Armed Porces
and civilians employed by the Department of Defense.

6. The novement of househald-—qgoods at issue in this
proceeding are ordinary movements of household goods
belonging to members of the Armed Forces or civilians
enployed by the Department of bDefense, on an individual
household @movement basis, and do not involve any nass
shipment or large shipment of household goods or any other
goods noved in large guantities in the military or
government service.

7. The household goods shipped here are moved in the
same way as household goods moved for citizens of the United
States and the State of North Carolina and for enployees of
the Departement of Defense and members of the Armed FPorces
vhen moving on their own account, and there 1is nmno
distinction of the method and form of the service rendered
for the Department of Defense and that rendered for citizens
of the United States and military personnel for shipments of
household goods on their own account.

8. That the Secretary of the Army has failed to show any
material adverse effect upon the Department of Defense from
the requlation by the Utilities Commission of motor carriers
for compensation in intrastate commerce in Worth carolina.
The Secretary of Defense wvwitnesses testified that they
presently observe the published rates fixed by the Utilities
Comnission for general commodities and petroleum products,
which cover all shipments of the Department of Defense in
intrastate commerce in Worth carolina, except for shipments
of household goods of nilitary personnel or civilian
employees of the Department of Defense which are moved for
or under control of the Department of Defense. These
shiprments are not distinguished in any way from the
household goods of military personnel and civilian employees
of the Department of Defense when they are moved by such
military personnel and civilian enployees at their own
expense.

9. This case does not present the question as to what
might be the result if the Department of Defense should
assert an immenity from regulation to the extent that it
vould seek to secure transportation from motor carriers who
are not requlated motor carriers hauling. for other citizens
of the United States and the State of ~North cCarolina in
intrastate <comnmerce in Worth Carolina. This record and the
Petition herein and this case presents only the question of
vhether the Utilities Commission and the State of North
Carolina has authority to apply equal laws .and requlations
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and tariffs to motor common carriers in intrastate commerce,
to all shipments transported by such carriers.

10. The Department of Defense has not sought in this case
to secure complete immunity from regulation by the
procurement of transportation from unrequlated carriers. To
the contrary, the Department of Defense has, in fact,
utilized the regulatory services of the North Carolina
Otilities Commission in certifying the fitness and ability
of the motor carriers, by the reliance on Certificates of
Public Convenience and Necessity as a requirement and
prerequisite for utilizing the service of such carriers, and
seeks to accept the benefits of regulation as to fitness,
ability and safety of service, yet reject the concomitant
obligation that all shippers utilizing opublic utility
service shall share equally in the cost of providing such
service, The one household goods carrier that the
Department of Defense has utilized here, at prefasrantial
rates below the filed rates, has been suspended by the
Department of Defense for providing inferior service. This
evidence alone should demonstrate that the rates fixed and
approved by the Utilities Commission are necessary for the
pecrformance of adeguate service, with dne regard for service
standards and for handling the property of the household
moved in a careful manner. The assertion by the Department
of Defense 1in this proceeding of the right of said carrier
to continue to move soldiers' belongings under the control
of the Department of Defense at preferential rates and
discriminatory rates is not equivalent to the assertion by
the Department of Defense to any right te procure
transportation completely free of control of the State of
North cCarolina and its agent, the Worth Carolina Utilities
Commission. What the Department of Defense is seeking here
is a common carrier duly certified by the UOtilities
Commission as to fitness and ability and safety of operation
who 1is obtaining the costs for said safe and able operation
from citizens of the United States and the State of North
Carolina on rates fixed by the Utilities Commission, and yet
the Department of Defense is seeking an advantage over other
shippers who are supporting that service. This seszking of
such advantage over other shippers 1is not the principal
which is supported by other cases in which the Department of
De fense procures transportation from dedicated or =xempt
carriers free of any regulation, where the Department of
Defense would be in a position of providing the full support
for the cost of said service, without subsidy from other
shippers served by such carriers on regulated rates.

11. This proceeding does not present a case in which the
North Carolina Utilities Commission and the State of North
carolina are seeking to interfere with procuresent of
transportation by the Department of Defense from fully
exempt motor carriers. This case presents only the case
where the State of North Carolina and the North Carolina
Utilities Commission is attempting to see that all parsons
acting as motor -ommon carriers certified as common carriers
in intrastate commerce in ©¥orth Carolina, who hold
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thenselves out to the ©pubhlic inm Worth carolina, 4o not
charge prefarential rates to favored customers at the
expense of the other customers thus discriminated against.
This case does not present the question as to whether the
Department of Defense is free to utilize totally exempt
service if it so elects, as it has elected to use motor
carriers that are cectified and regulated by th: VNorth
Carclina Utilities Commission, and has not established any
adverse effect from the North Carolina regulation, and it
has received the equal treatment which it has elected by
utilizing only the services of carriers so supervised and
regulated. The witnesses of the Department of Defense
testified thit the Department of Defense saves money in
relying upon a Certificate of the Utilities Commission and
the requlation and inspection of the UOtilities Commission,
in avoiding its own inspection of motor transportation which
it 1night procure. The enjoyment of this saving and
advantage conmpensates the Department of Defense for its
voluntary acceptance of published uniforn non-
discriminatory, non-preferential rates, by certified safe
and able carriers, at the same rate paid by everyone else
vho 1is similarly situated. If the Department of Defense
should contend that its mnethods of shipment allow for
transportation at lower cost than the cost for shipmsnt of
other shippers, they would have a right to seek, and the
notor ecarriers seeking to move freight at such lower cost,
would have a right to Eile such rates for investigation and
approval, and upon establishing such different
circumstances, the North Carolina Public Utilities Act and
the rules of the Worth Carolina Utilities Commission will
provide them the relief they want, but have not sought thus
far in this proceeding. They have not erhausted their
administrative remedies for any advantages which they might
contend are present due to any lower cost in their methods
of handling shipments.

12. The Utilities Commission is charged with the
responsibility to see *hat all regulated nmotor carriers
provide adeguate service for all requlated property
transported for hire in intrastate commerce in North
Carolina. When soldiers and civilians whose household
belongings are moved by and under control of the U. S. Army
and the Department of Defense see that the motor carrier
handling their goods has painted on its door the Certificate
Number of the Worth Carolina Utilities Commission, they have
the right to expect that such shiprments will be handled
safely and with due care for their protection and that they
will have grounds far complaint and a forum to complain to
if damage is done. The asserted inmmunity of the Departnent
of Defense should not be allowed to thwart this right and
expectation of the soldiers and civilians whose property is
the subject of the transportation.

IT 15, THEREFORE, CRDERED as fallows:

1. That the repeal of G.S5. 62-260 (a) (1), by Chapter
856 of the Session Lavs of North Carolina, has tTemnoved the
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sta tutory sxemption from requlation under the Public
Otilities Act of transportation of freight for and under
control of the U. S. Government, the State of North
Carolina, or any political subdivision thereof, or any
hoard, department or commission of the State, or any
institution owned and supported by the State.

2. That the Petition and evidence in this proceeding has
failed to demonstrate any prejudice or adverse effect fronm
regulation of regulated motor carriers who also engage in
transportation for and under control of the 'l.S. Government,
and the Commission finds that motor carriers for
compensation transporting such freight in North Carolina in
intrastate commerce are subject to the provisions of the
North Carolina Public Utilities Act.

;. 5 That motor «carriers of freight for compensation in
intrastate commerce in North Carolina shall provide service
at non-discriminatory, non-preferential rates as filed by
said carriers on regulated commodities with the North
Carolina UOtilities Commission, and any transportation for
rates other than those on file with the Commission, vwhich is
not specifically exempt by law or by rule of the Utilities
Commission, shall be a violation of the North Carolina
Public Utilities Act.

4. That Transportation by motor carriers at non-
preferential and non-discriminatory rates shall he the same
for all shippers similarly situated, and no deviations or
variations in rates for shippers contended to be in separate
or different categories shall be charged, except after
filing and approval by the Utilities Commission.

Ba That the oOrder of the Commission in this proceeding
entered on December 13, 1971, suspending the effect of the
Order of the Commission of December 2, 1971, is hereby
terminated by the filing of this order, as provided in said
order of December 13, 1971, and the temporary suspension of
said Order of December 2, 1971, is hereby terminated.

6. That the Order issued in this Docket on December 2,
1971, for the regulation of motor carriers in Worth Carolina
who transport freight which was heretofore exempt under G.S.
260 (a) (1), which was repealed by Chapter 856 of the Session
Laws of 1971, be, and the same is hereby reinstated with
full force and effect, to become effective on May 25, 1972.

TSSUED BY ORDER OF THE COMMISSION.
This 23rd day of May, 1972.
NORTH CAROLINA UTILITIES COMNISSION

Katherine M. Peele, Chief Clerk
(SEAL)
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DOCKET NO. M-100, SUB 47
BEFORE THE RORTH CAROLINA OTILITIES COMNISSION

In the Matter of
Transportation of Property for or Under
Control of the Onited States Government,
the State of North Carolina, or any
Political Subdivision Thereof, or any
Board, Department or Commission of the
State, or any Institution Ovned angd
Supported by the State, by Motor Carriers
for Hire, Formerly Exempt Under 5.5. .
62-260(a) (1), Repealed by Chapter 856
of the Sessjon Laws of 19T1

ORDER DENYING
PETITION TO
POSTPONE
EFFECTIVE ?ATE

Opon consideration of the record herein and the Petition
fror the United States Department of Defense dated Nay 24,
1972, and received herein on May 25, 1972, for a
postponéement of the effective date of the oOrder of the
Commission entered herein on HMay 23, 1972, to becoame
effective on May 25, 1972, and the Commission being of the
opinion that good cause is not shown in said Petition for
the postponement of the effective date of the Order entered
herein on Kay 23, 1972,

IT IS, THEREPORE, ORDERED that the Petition of the
Department of Defense dated ¥ay 24, 1972, and  received by
the Comeission on May 25, 1972, for a postponement of the
effective date of the Order of ¢the Cormmission entered in
this proceeding on May 23, 1972, is hereby denied.

ISSUED BY ORDER OF THE COMMISSION.
This 25th day of May, 1972.
‘NORTH CAROLINA UTILITTES CORMISSION
Katherine M, Peele, Chief Clerk
{SEAL)
DOCKET NO. M-100, SUB 47
BEFORE THE RORTH CAROLINA UTILITIES COAMISSION
In the Matter of
Transportation of Property for or Under

Control of the United States Government,
the State of North Carolina, or any

Political Subdivision Thereof, or any ROTICE OF
Board, Departnent or Commission of the FEDERAL
State, or anv Institution Owned and RESTRAINING
Supported by the State, by Motor Carriers ORDER

for Hire, Formerly Exempt Under G.S.
62-260 {a) (1), Repealed by Chapter 856
of the Session Lavs of 1971.

P R e e
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Notice 1is hereby given to all motor common carriers
engaged in transportation for or under control of the United
States Government and to all parties of interest in the
above proceeling, that on June 19, 1972, a Pederal District
Court Judge for the Eastern District of North Carolina
issued a Temporary PRestraining oOrder in a proceeding
entitled "Onited States of America v. North Carolina
Utilities Commission and Harry T. Hestgott, Johm McDevitt,
Haryin Hooten, Miles Rhvne and Hugh Rells, Compissioners,™
Civil WNo. 3067, ordering the HNorth CcCarolina Utilities
Commission not to enforce the vprovisions of its order
entered herein on December 2, 1971, regulating notor
carriers engaged in transportation for and under control of
the United States Government, until final determination of
said proceeding in the Federal District Court.

This is to notify all parties of interest that the Worth
Carolina Utilities Commission will not enforce the
provisions of said oOrder entered herein on December 2, 1971,
regulating motor carriers engaged in transportatien for or
under control of the TUnited States Government during the
period that said Temporary Restraining order is in effect,
except as to matters of safety and insurance which are not
involved in said Order.

This notice ig without waiver of any defenses entered by
the Utilities Commission im the said proceeding in the
Federal District Court and its motions and pleadings in said
proceeding to secure termination of said Temporary
Restraining Order issued by the Federal District Court.

ISSUED BY ORDER OF THE COMMISSION.
This 10th day of July, 1972.

NOBTH CAROLINA UTILITTES COMMISSION
Katherine M, Peele, Chief Clerk
{(SEAL)

DOCKET WO. M-10CG, SUB 48
BEFORE THE NCRTH CAROLINA UTILITIES COMMISSION

In the Ratter of
Adoption of RPules and Regulations for )
Compliance with the Economic Stabilization ) HOTICE OF
Act of 1970, as amended, and the Criteria ) CERTIFICATION
and Requlations of the Price Comnmission, ) BY PRICE
6 CFR $300.16a } CCMMISSION

On June 26, 1972, the North Carolina Utilities Commission
issued its Amended Order Adopting Regulations for Compliance
with the United States Economic Stabilization Act of 1970,
as amended, including the adoption of a new Chapter 13 of
the BRules and Regulations of the UOtilities Connission
entitled "Price Commission® in which the Utilities
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Commission established criteria for determining all
applications by public utilities for rate increases in
accordance with the standards for State certification
established by the Federal Price Compission in its
Regunlations published in 6 CPR 4$300.16a. The said Amended
order effective on June 26, 1972, contained a provision in
said new Chapter 13 that said Commission Rules on Price
Commnission Pegulations would go into effect upon
certification by the Price Commission that said standards
and criteria comply with the Economic Stabilization Program.

on June 26, 1972, the 0Otilities Comnmission filed said
Amended order Adopting Regulations for Compliance with the
Economric Stabilization ACt wvith the Federal Price
Commission, together with its tramsmittal application for
certification of the KNorth carolina Utilities Commission
under said §300.16a(d) as a State Regulatory Commission that
had established Rules for considering price increases under
the standards and criteria established under the Econonmic
Stabilization Act.

Oon July 13, 1972, the Federal Price Commission issued its
Order reciting that the North Carolina Utilities Commission
had f£filed its Rules adopted for the purpose of implementing
the Economic Stabilization Program and its request for
Certificate of Compliance under 6 CFR 6300.16a{d), and
ordering that the North <Carolinaz Otilities Coanission be
certificated as follows:

Nt is therefore ordered: That the NORTH CAROLINA UTIL.
COMHM. is hereby Certificated as being in compliance with
the Econonic Stabilization Program based upon the
submission described above filed on June 26, 1972,

v"July 13, 1372 8/ _Ce J._Grayson, Jr. ____
Date C. Jackson Grayson, Jr.
Chairman®

Based upon the above certification, all public utilities
regulated by the North cCarolina 9Utilities Conmission are
hereby notified that the Rules of the Utilities Commission,
as amended by Order issued on June 26, 1972, to include a
new Chapter 13 entitled "Price Commission" establishing
standards and criteria for application to rate increases
filed by regulated public utilities in Yorth Carolina, are
in full force and effect and are applicable to all utility
rate increases pending before the Utilities Coummission on
July 13, 1972, on the date of said certification.

ISSUED 83Y ORDER OF THE COMMISSION.
This 20th day of July, 1972.
NCRTH CAROLINA UTILITIES COMBISSTONW

Katherine H. Peele, Chief Clerk
{SEAL)



ADMINISTRATIVE ORDERS 23

DOCKET NO. 4066-2
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Classification of Transportation of Wood ) ADMINISTRATIVE
Chips as a Mative Wood Lumber Product. ) ORDER

This matter is before the Commission for an interpretation
of Rule R2-52 (3) and the +transportation of wood chips
thereunder as an exempt commodity.

From a review and study of the matter, it appears to the
Commission that wood chips are a native wood lumber product
of the nature contemplated in G.S. 62-260(14) and Rule
R2-52; and that wood chips should be included im the
identification of lumber products under said rule.

IT IS, THEREFORE, ORDERED:

That Subsection (3) of Rule R2-52 be amended to read as
follows:

" (3) Lumber or lumber products, native wood, in
truckloads, viz: Lumber, rough or dressed, ceiling,
flooring, sheathing or weatherboarding and wood
chips."

ISSUED BY ORDER OF THE COMMISSION.
This the 30th day of May, 1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCKET NO. U4066AA
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Exemption from the Provisions of the Public
Ut ilities Act for the Transportation by Motor
Carriers of Foods Donated by the U. S. Depart- ) ORDER
ment of Agriculture to the State of North ) GRANTIRG
Carolina, in Shipments from State Warehouses to ) EXEAPTION
Fligible Local Agencies and Governmental Units )
hy Motor Carriers )

—

BY THE COMMISSION: This matter is before the Commission
upon the written request of the Worth Carolina Department of
Agriculture, treated herein as a motion, for exemption from
regulation of transportation by motor carriers of foods
donated by the 7. S. Department of Agriculture to the State
of North Carolina for distribution to county and local
units, such as boards of county commissioners, public school
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administrative units, charitable institutions and other
eligible groups receiving shipments of donated foods under
the U. S. Department of Agriculture donated food progran.
The motion of the North Carolina Department of Agriculture
is for the Commission to declare said goeds exempt Efrom
requlation under the provisions of 6.5. 62-261(8), reading
in part as follows:

n562-261. Additional powers and duties of Commission
aprlicable to motor vehicles., - The Commission is herehy
vested with the following powers and duties:

n{8) To determine, upon its own motion, or upon motion by
a motor carrier, or any other party in interest, vhether
the transportation of property in intrastate commerce
performed by any motor carrier or class of motor carriers
lawfully engaged in operation in this State is in fact of
such nature, character, or quantity as not substantially
to affect or impair uniform regulation by the Commission
of transportation by motor carriers engaged in intrastate
commerce. Upon so finding, the Commission shall issue a
certificate of exemption to such motor carrier or class of
motor carriers, which, during the period such certificate
shall remain effective and unrevoked, shall exempt such
carrier or class of motor carriers from comgpliance with
the provisions of this article, and shall attach to such
certificate such reasonable terms and conditions as the
public interest may require. . . ."

Prior to the 1971 General Assembly, transportation of
property by motor carriers for or under control of the State
of VNorth carolina was exenmpt under G.S. 62-260{a)(1). By
Chapter 856 of the Session Laws of 1971, the above exemption
was vrepealed effective July 14, 1971, The motion of the
North Carolina Department of Aqriculture recites that the
movements of such donated £foods have taken place under
special contractuval arrangements for truck load shipments
from 3 State warehouses receiving the donated foods in
carlcoad lots, with some less-than-truckload shipments via
regular common carrier Service, and in some instances by the
recipient agency trucks.

Tnasmuch as the nmovement of such donated foods has
her etofore been conducted as an exempt movement unjer a
statutory exemption, the continuation of such exemption by
order under G.S5. 62-261(8) would not appear to impair
uniforn regulations of transportation in dintrastate
comnnerce. The donated €food program is of limited nature and
is considered to be nutilized primarily in school lunch
programs and by charitabhle institutions ountside of the
normal channels of regulated commerce and is supported by
the general public interest in providing public support for
adequate food program for lov income recipients of the
donated food. The Commission takes notice of the statutes
and regulations relating to the donated food program and
considers that it is in the public¢ interest to authorize
continned transportatior of such donated foods on the basis
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most feasihle and practical to the Worth Carolina Department
of Agriculture in its capacity as distributing agency in the
State of Worth Carclina, and to allow maximum utilization of
such donatedl foods by the recipient agencies through the
most expeditious and practical methods of distribution.

The Conmission, being of the opinion that the motion of
the Horth Carolina Department of Agriculture sets forth good
cause for exemption of donated foods from requlatiomn under
G.5. 62-261(8) of the Public Utilities Act relating to
transportation by motor carriers.

IT IS, THEREFPORE, ORDERED AS FOLLOWS:

1. That the transportation of foods donated by the U. S.
Department of Agriculture to the State of North carolina
through the North Carolina Department of Agriculture, a
distributive agent, for distribution +to county and 1local
units and charitable institutions eligible for receipt of
such donated foods in various school lunch and welfare and
lov income £food prograns is hereby declared to be exempted
from regulation from the Public Utilities Act in shipnrents
from State listribution warehouses to the respective
eligible county and local units and other eligible agencies
and groups receiving shipments of such donated food from the
State warehouses.

2. That the eremption herein authorized shall apply to
all motor carriers having suitable equipment, dincluding
carriers that hold cCertificates of Exenption under G.S.
62-260.

3. That this oOrder shall hecome effective immediately
and shall remain in effect until vacated or modified by
further Order of the Coamission.

ISSUED BY ORDER OF THE COMNISSTON.
This 30th day of June, 1972.
HORTH CAROQOLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
[SEAL)
DOCKET RO. E-100, 5UB 9
BEFORE THE NORTH CAROLINA UTILITTES CZOMNMISSION
In the Matter of
Adoption of Standard Voltages and ) ORDER ADOPTING REVISION
Allowable Deviations Therefron. ) OF RULE R8-17
Revision of Rule RB8-17 ) STANDARD VOLTAGE
BY THE COMMISSION: A Further Yotice of BRule Naking

Procedure was issued in this matter on March 17, 1972. An
in-depth history and rationale for the revision of Rule
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RB-17 was presented along with the proposed wording of Rule
RB-17, .and each electric supplier was given the opportunity
to comment on the proposed Rule Revision by April &, 1972.

only one Objection and Comment vas received. The North
Carolina Blectric Membership Corporation, for and on the
behalf of its member systems, objected to the exclusion fronm
the rule of the Range B Yoltage variation Allowance which it
understood to be a part of the initial rule revision
proposed in mid-1971.

Upon receipt of the Objection and Corment, the Commission
Staff consulted with the W.C.E.N.C. attorneys and the
Corporation's consulting engineer, Southern Engineers. The
Commission has been informed that the primary reason for the
Ob jection was a desire to assure that a systea would not bhe
in violation of the Commission’s Rules and Regqulations if
inordinate 1load growth were to cause voltage variations
slightly outside the- $5% range for periods of linited
frequency and duration in limited areas. The desire was to
effect an addition to the rule +vhich would allov such
variations to occur while the remedy was being effected.

An example of a situation which would take advantage of
such an additionr would be if a line upgrading were scheduled
at some point in the near future, and an inordinate load
growth occurred which occasionally caused the voltage in
lirmited areas to vary slightly out of the normally allowadble
45% variation for short periods of time. The addition would
indicate that snch a situation would not he construed as a
violation of the Conmission's Rules and Regulations while a
remedy vas being properly planned and effected.

The Staff has proposed that the phrase "hby conditions
vhich are part of practical operations and are of lirited
extent, frequency and duration,™ be inserted in paragraph
(e) of the March 1972 vproposed Rule between the phrases
nsystem operations,Y and "or by emergency operationS..."
Representatives of various electric suppliers were contacted
by the Staff concerning the effects of the proposed
addition. All suppliers contacted have indicated that there
would be no objections to such an addition. The N.C.E.NM.C.
has indicated that such an additiomn vas acceptable and it
would withdraw its Obijection.

The Comrmission is advised of the aforegoing and considers
that such an addition is reasonable in that its purpose 1is
to recognize practical operating covlitions. The Commission
vishes to point out that this addition and the eaxisting
acdifying phrases are designed to recognize practical
operating conditions and should not be construed as
providing a crutch wupon which to rest poor design or
operating practices, The Comaission wishes to acknovledge
the spirit of cooperation shown by all parties during the
course of the revision of Rule R8-17.
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There being no other comments or objections, and the
Commission considering that the revision of Rule RB8=17
STANDARD VOLTAGRS is just and reasonable and in the public
interest,

IT IS, THEREFORE, ORDERED:

2 [ That the Proposed Amendment of Rule R8-17 STANDARD
VOLTAGE, dated Marchk 17, 1972, and issued in the
Commission's Notice of Further Rule Making Procedure on that
same date, he, and the same hereby is, adopted in its
entirety, except

2. That the phrase "by conditions which are part of
practical operations and are of limited extent, £frequency,
and duration"® shall be inserted in paragraph (e) so that
paragraph (e) shall in its entirety be:

" (e) Variations 1in voltage in excess of those specified
caused by the addition of customer equipment without
proper notification to the electric supplier, by the
operation of customer's equiprent, by the action of
the elements, by infrequent and unavoidable
fluctuations of short duration due to systen
operations, by conditions which are part of practical
operations and are of limited extent, frequency, and
duration, or by emergency operations shall not he
construed a violation of this rule."

ISSUED BY ORDER OF THE COMMISSION.
This the 25th day of April, 1972.

NORTH CAROLINA UTILITIFS COMMISSION
Katherine M, Peele, Chief Clerk
{SEAL)

DOCKET NO. E-100, SUB 10
BEFORE THE FOBTH CAROLINA UTTILITTIES COYMISSION

In the Matter of
lLoad Reductions by Electric Suppliers )
puring Times of Emergencies Caused by ) ORDER
Failures or Tnadequacies in Bulk Power ) INSTITUTING NEW
Generation of Transmission Facilities ) COMMISSION RTLE

BY THE COMMISSION: The marginal power supply situation
of the summers of 1970 and 1971, resulting 1in voltage
reductions inm all or portions of the State at one time or
another, and the predicted marginal power supply situation
during 1972, has increased the Commission's concern and
avareness of the problems associated with power load
reductions during times of emergencies. The Commission is
of the opinion that criteria for load reduction in case of
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inadegquate capacity or unanticipated emergencies should be
established and should be available for public review.

The Commission Staff, at the direction of the Commission,
completed an in-depth study of the procedures established by
the major power suppliers operating in Worth Carolina for
reduction of loads during enmergencies. In general, the
major suppliers have plans to follow a series of procedures
during such critical loadings of the interconnected systens
vhich would include voltage reduction routines, public
appeal for voluntary curtailment of usage, planned 1load
shedding and automatic lovw frequency relay load shedding.
The severity of the problem dictates the seguence of  the
above procedures.

A proposed rule was prepared anl served on all electric
suppliers. Repliess were received detailing conments on the
proposed rule, The Commission Staff has mat with various
representatives of public electric utilities, electric
menmbership corporations, and wmunicipalities to seclicit
cooperation between all groups,

The proposed tule would reguire that each electric
supplier and municipal electric syster file its emergency
load reduction plans and procedures with the Commission and
to certify that its plans were properly coordinated.
Furthermore, it vould require yearly updating as necessary.
This £iling would be considered as a pacrt of the Annual
Reports now filed by electric suppliers and municipal
electric systems, The mechanism is provided to allow the
municipalities to voluntarily Join with the electric
suppliers in establishing coordinated emergency load
reduction plans and procedures.

The Commission concludes that the provisions of the
proposed rule provide the structure for greater cooperation
between all suppliers of electricity in the coordination of
emergency load reduction plans and procedures. The
Commission €further concludes that such cooperation ana
coordination is in the public interest.

IT IS, THEREFORE, ORDERED that Rule R8-41, FILING OF
EMERGENCY LOAD REDOUCTION PLANS AND PROCEDURES, attached
hereto and made a part hereof, shall become a part of the
Coumission's Rules and Requlations, and a copy of said rale
shall be served on each certificated public electric
utility, electric membership corporation, and municipal
corporations engaged in the generation, transmission, ot
distribution of electric energy.

ISSUED BY ORDER OF THE COMHISSION.
This the 3vd day of March, 1972.
NORTH CAROLINA UTILITIES COMMISSION

Katherine M. Peele, Chief Clerk
(SEAL)
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NORTH CAROLINA UTILITIES COMMISSION
Chapter 8
BULE ESTABLISHING REQUIREMENTS FOR REPORTS OF BULK POWER
INTERRUPT IONS

ARTICLE 7. POWER RELIABILITY
PULE R8-41. TFILING OF EMERGENCY LOAD REDUCTION PLAXS
AND PROCEDORES

a) A1l certificated public electric utility companies,
electric membership corporations and municipal corporations
engaged in the generation, transmission or distribution of
electric energy, shall design and adopt a set of 1load
reducing plans and procedures that will provide judicious
treatpent to all affected customers in +the event that
emergency load reduction is reguired, provided that
compliance with the requirements of this paragraph by any
municipal corporation shall be voluntary. Furthermore, the
plans and procedures of each such electric supplier or
participating muenicipal corporation shall be coordinated
with the plans and procedures of its wholesale suppliers
and/or vholesale-for-resale customers to the eaxtent
reascnably practicable,

hy & detailed copy of emergency load reduction plans and
procedures in effect shall impitially he filed by each
electric suppliar or municipal corporation in the office of
the Commission by April 15, 1972, This £iling shall be
considered to be a part of the Annual Reports reguired to be
filed with the Commission (G.S5. 62-36 and G.S. 62-47) and
shall be wupdated annually not later than May 15. Each
filing shall contain a certification +that such plans and
procedures have been coordinated with the wholesale power
supplier or vholesale-for-resale customers as applicable.
Localized plans and procedures shall be pade available for
public review by such electric suppliers or wmunicipal
corporations in the local area offices to which these plans
and proced ures apply.

DOCKET NO. E-100, SUB 13
BEFORE THE NORTH CAROLINA OUTILITIES COMMISSIOW

In the Matter of
Carolina Power & Light Company ) ORDER GRANTING AUTHORITY
and Duke Power Company - Joint ) TO PURCHASE PCLICIES OF
Application Regarding Nuclear ) INSURANCE ISSUED BY
Insurance ) NUCLEBAR MOTOUAL LIMITED

This cause comes before the Comnmission upon Joint
application of Carolina Power & Light Company and buke Povwver
Company (apnlicants) filed under date of November 21, 1972,
by their counsel, Charles D. Barham, Jr., and PRaymond A.
Jolly, Jr., vwherein authority of the Conmmission is sought as
follows:
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To purchase property insurance policies issued by Nuclear
Mutual Limited for the protection of applicants against
losses from radioactive contamination and other risks of
direct physical loss at their nuclear electric generating
plants.

FINDINGS OF FACT

1. Carolina Power & Llight Company is a corporation
organized and existing under the laws of the State of WNorth
Carolina, with 1its principal office at 336 Fayetteville
Street, Raleigh, North Carolina, and is a public utility
operating in North Carolina and South Carolina, where it is
encgaged in generating, transmitting, delivering and
farnishing electricity to the public for compensation,

2. Duke Pover Company is a corporation organized and
existing under the laws of the State of North Carolina, with
its vprincipal office at 422 South cChurch Street, Charlotte,
Rorth Carolina, and is a public utility operating im North
Carolina and South Carolina, where it is engaged in
generating, transni tting, delivering and furnishing
electricity to the nublic for compensation.

3. The electric generating capacity of Carolina Power &
Light Companv includes a 700,000 K¥ nucleat fueled unit at
its H. B, PRobinson Plant near Hartsville, South carolina,
and Carolina Power £ Light Company has under construction
two 821,000 KT nuclear fueled units at its Brumnswick Plant
site, near Southport, North Carolina, for completion and
operation in 1974 and 1975, respectively.

4, Duke Power Company has under construction three
886,300 K¥ nuclear fueled wunits at its Oconee HNuclear
Stationa, near Seneca, South cCcarolina, scheduled for

completion and operation in 1973, 1973 and 1974,
respectively; and Duke Power Company also has under
construction twvo 1,150,000 KW nuclear fueled units at its
William B. McGuire WNuclear Station, near Charlotte, North
Carolina, scheduled for completion and operation in 1976 and
1977, respectively,

5. Property insurance for the protection of insureds
against radioactive contarination and other risks of direct
physical loss at a nuclear electric generating plant has not
been and is not available from individual insarance
companies, Major insurance companies have Fforamed pools
which provide a maximur coverage of $100,000,000 orn any one
nuclear facility, the maximum coverage having been increased
by the pools from $84,000,000 to $100,000,000 in TWovenber,
1971. There are two pools, NEPIR (Nuclear Energy Property
Insurance Association), embracing the participating stock
insurance companies, and MAERP (Nutual Atomic Energy
Reinsurance Pool), embracing the participating nutual
insurance companies.
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[ Carolina Power & Light Company now carries insurance
vith NFPIA and MAERP on its H. B. Rohinson nuclear unit in
the aggregate amonnt of $100,000,700 and, in addition, is
carrying with the pools Builders PRisk TInsurance on the
nuclear facilities now under construction at its Brunswick
site in the aggregate amount of 100,000,000. Annual
premiums for such insurance coverage are approximately
$500,000 and $121,800, respectively., The oremium for the
Brunswick site is subject to a monthly co-insurance penalty
adjustment calculated on the basis of the values at risk at
the site to the extent such values exceed the insurance
coverage of $%100,000,000.

Ts Duke Power Company now carries insurance with NEBPIA
and MAERP in the aggregate amount of $100,000,000 on the
nuclear facilities now under construction at its Oconee site
and, in addition, is carrying with the pools Builders Risk
Insurance in the approximate amount of $20,000,000 on the
nuc lear facilities now under construction at its McGuire
site (The Builders Risk coverage increases as construction
work progresses and the values at risk increase). Annual
premiums for such insurance coverage are approximately
$1,200,000 and $10,000, respectively. As soon as the values
at risk at the NcGuire site exceed $100,000,000, its premium
will be subject to a monthly co-insurance penalty adjustment
calculated on the basis of the values at risk at the site to
the extent such values exceed the insurance coverage of
¥100,000,000. The wvalues at risk at the McGiire site at the
present time total approximately $20,000,000.

1. A majority of the public utilities which are
operating or constructing nuclear electric generating plants
in the fnited States, including applicants, racently
undertook a serious and intensive study of the feasibility
of establishing a mutual insurance company to insure their
nuclear property risks, The study concluded that the
interests of utilities operating nuclear power plants would
be served by the organization of a mutual insurance companv.
Nuclear Mutual Limited, a Bermuda corporation, was organized
by interestel electric utilities to realize the advantages
of putual organization cited in the feasibility study.

9. Insurance activities of Nuclear Mutual Limited will
commence on 2r about January 1, 1973, provided at least
$£7,000,000 of premium has been paid and at least twelve
apnlicants have been accepted for memhershin. The initial
maximum amount of coveraqe offered by Nuclear Mutual Limited
¥ill be $100,000,000 for each site, and initially its
resources will be no less than $100,000,000, consisting of
annual premiums totaling at least $7,000,000, and the
obligations of the respective participants to pay, in the
event that losses exceed premiums, a retrospective premium
adjustment based on a multiple of a 12 months' premium under
the participant's policy. Nuclear Mutual Limited insurance
policies would provide essentially the same All Risk
coverage now offered by NEPIA and MAERP.
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10. Applicants, as insureds of Nuclear Mutual Limited,
will assume a contingent 1liability for retrospective
premiums. An available line of credit from commercial banks
can be used by insureds of Wuclear Matual Limited to spread
the payment of retrospective premium calls, if any become
necessary, over a period of five years.

11. The electric utility industry feasibility study
disclosed that the pools have had a very favorable loss
experience throughout the period in which they have insured
nuclear risks., The eighteen-year experience of the pools
through ¥Yovember, 1971, shoved a loss experience of only
apvroximately 31.5% of collected premiums. Nuclear Mutual
Limited pronoses to give good experience credits to its
insureds in the form of premium refunds or reduced pranmiunms.

12. Chapter 510 of the North Carolina 1971 Session Lavs
defines "nuclear insured"™ as "a public utility procuring
insurance against radioactive contamination and othar risks
of direct physical loss at a nuclear electric generating
plant” and authorizes a nuclear insured to procure policies
of insurance on such risks on foreign insurance companies
not authorized to transact husiness in this state. --

13. On December 15, 1971, and July 24, 1972, the Boards
of Directors of Carolina Power & TLight Compapy and Duke
Power Company, respectively, authorized their companies to
participate in the organization of Nuclear MNutual Linited
and to procure from Nuclear Mutwal Limited policies of
insurance on risks at its nweclear electric generating
plants. is insureds of Huclear Hutual TLimited the
applicants would participate in the governing of HNuclear
Mutual Limited through participation as voting nembers and a
representative of each applicant would he an initial
director of Wuclear Mutual Limited.

CONCLUSIONS

From a rTeview and sStudy of the joint application, its
supporting data and other information in the £iles of the
Commission, the Commission 3is of the opinion and so
concludes, that the applicants' proposeld purchase of
insurance policies from Wuclear Mutual Limited is:

(a) For a lawful object within the corporate purposes of
the petitioner;

{b) Compatible with the public interest;

{c) VWecessary and appropriate for and consistent with the
proper performance by petitioner of its service to
the public and will not inpair its ability to perfornm
that service; and

{(d) TReasonahly necessary and appropriate for such
purposes.
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TT 1S, THRREFORE, ORDERED That applicants he, and they are
hereby authorized, empowered and permitted to accept
insurance policies issued by HNuclear Hutual Linited
substantially in the form of Exhibits C, D and E of Appendix
I of their application, or other policies substantially
following generally accepted commercial forms with respect
to coverage, conditions and Ilimitations and containing
provisions for retrospective premium adjustment, such
policies to be at the same rates and on the same terms,
conditions and limitations, without discrimination for or
against applicants, as applicable to similarly situated
property of other insureds by Nuclear Nutual Limited.

IT IS FURTHER ORDERED That applicants shall include in
their anmual reports (FPC NHo. 1} filed with this Commission
a separate schedule showing the gross annual premiums paid
to Nuclear Mutual Limited during the report year and all
dividends (cefunds), if any, resulting from changes in loss
claim experience, the accounting +treatment givan the
dividends is to be shown along with other data or comnments
the applicants deen necessary in ordet to fully inform the
Commission of the status of the Nuclear Matual Limited's
operations as they mav affect the applicants.

ISSUED B3Y ORDER OF THE COMMISSION.
This the 21st day of December, 1972.
NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAT)

COMNISSTIONER McDEVITT DISSENTS. Opinion to be filed later.

DOCKET ¥O0. G-100, SUB 17
BEFORE THE WORTH CARDLINA UTILITIKS COMMISSION

In the Matter of

Minimym Federal Safety Standards for Y ORDER ADOPTTHNG
Pipeline Facilities and Transportation ) AMENDMENTS TD THE
of Gas Under Natural Gas Pipeline ) MINIMUM FEDERAL
Safety Act as Codified in 49 USC 1671 ) SAFETY STANDARDS
et seqg. )

BY THE COMMISSION: The Office of Pineline Safety of the
Onited States Department of Transportation promulgated
Minimum Federal Safety Standards for pipeline facilities and
the transportation of gas in 49 CFR Part 192,

on December 30, 1970, the North Carolina Otilities
Coamission issued an order under Docket No. G-100, Sub 13
adopting the Minimum Federal Safety Standards for Natural
Gas Pipeline Safety as adopted by the Deparctment of
Transportation in H9 CFR Part 192,
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on November 15, 1971, the WNorth Carolina’ Utilities
Commission issuel an order under Docket N¥o. G-100, Sub 15
adopting miscellaneous amendments +to the Minimur Federal
Safety Standards and Corrosion Control Standards.

Under the provisions of 6.5. 62-50, the Worth Carolina
Utilities Commission has Jjurisdiction over portions of
intrastate natural gas pipelines within North Carolina and
has authority over intrastate matural gas compainies to the
extent therein stated and intrastate natural gas utilities
and municipal gas facilities. Since Decenmber 31, 1971, the
Department of Transportation has issued the following
amendments to the Minimum Federal Safety Standards %9 CFR
Part 192.

(1) 49 CF® Part 191 - Transportation of natural and other
gas by pipeline; report of leaks, elimination of annual
report requirement €for small petroleum gas distribution
systems.: Tssued on Januwary 21, 1972, 37 Federal Register
17.

{2) 49 CFR Part 192 - Amendment to Section 192.625 g (1)
Odorization of Gas. Issued Aagqust 29, 1972, 27 Federal
Register 172.

(3) 49 CFR Part 192 - Amendment to Section 132.727,
Abandonment or inactivation of facilities and adoption of
Section 192.379,. ¥ew service 1lines not in use. Issued
September 27, 1972, 37 Federal Register 192.

f4) 49 CPR Part 192 - Anmendment to Section 192.201 A,
Modification of pressure relief limitations. Issued
September 2R, 1972, 37 Federal Register 193. ‘

(5) 49 CFR Part 192 - Anendment to add new section 192.12
Liquid natural gas facilities. TIssued 0October 10, 1972, 37
Federal Register 199.

(6) 49 CFR Part 192 - Anendment to Section 192.717 (b,
Transmission lines; permaneat field repair of leaks. Issued
October 11, 1972, 37 Pederal Register 200.

The Coummission is of the opinion that in many instances
the state safety standards and the Worth Carolina Law under
the authority of the Commission exceeds Hininmum Federal
Safety sStandards; however, the Commission concludes that in
the interest of «cooperative regulation wvith appropriate
Federal agencies and in review of the specific legislature
mandate under provisions of 6.S. 62-2 and 6.5. 62-50 that
the above stated amendnents and new additions as adopted by
the Department of Transportation in 49 CFR Part 191! and 192
should be adopted and made applicable to such pipeline
facilities and facilities for transportation of natural qas
under the jurisdiction of +this Commission. kcecordingly,
under authority of G.S. 62~-31,
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IT IS, THEREFORE, ORDFRED AS FOLLOWS:

That th=2 following miscellaneous amendments and
additions as listed to the Minimam Federal Safety Standards
pertaining to gas pipeline safety and the transportation of
natural gas as adopted in 49 CFR Part 191 and 49 CFR Part
192 as are in effect as of the date of this order be, and
the same hereby are, adopted by the Commission to he
applicable to all natural gas facilities wunder its
jurisdiction except as to those requirements of North
Carolina Law which exceed or are more stringent than the
standards set forth in the ahove mentioned Federal enactment
and furt her with the exception of any subsequent
modification or amendment to the WNorth <carolina Safety
Standards.

(N 49 CFR Part 191 - Transportation of natural and
other gas by pipeline; report of leaks, elimination
of annual report requirement for small petroleum gas
distribution systems. Issued on January 21, 1972,
37 Pederal Register 17.

(2) 49 CFR Part 192 - Amendment to Section 192.625
{g) (1) Olorization of Gas. Tssued August 29, 1972,
37 Federal Register 172,

(3) 49 CFR Part 192 - Amendment to Section 192.727,
Abandonment or inactivation of facilities and
adoption of Section 192.379, New service lines not in
use. Issued September 27, 1972, 37 Pederal Pegister
192,

(L3} 49 CFR Part 192 - Amendment to Section 192.201
(a) , Modification of pressure relief limitations.
Issued September 28, 1972, 37 Federal Register 193.

(%) 49 CFR Part 192 - Ameniment to add new section
192.12, 1Liquid natural gas facilities. Issued
October 10, 1972, 37 Federal Register 199.

(6) 49 CFRrR Part 192 - Amendment to Section 192.717
(b), Transmission lines; permanent field repair of
leaks. Issued October 11, 1972, 37 Federal Register
200.

2a That a copy of the Amendments attached hereto as
Appendix "A" be mailed to all natural gas utilities and
manicipal operators under the jurisdiction of this
Commission.

1 That a <copy of this order be mailed to all natural
gas utilities and the municipal gas operators under the
jurisdiction of this Commission.
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4. That a copy of this order be transmitted to the
Department of Transportation, Washington, D. C.

ISSUED BY ORDER OF THE COMMISSION.
This the 209th day of Decenber, 1972.

NOBRTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SERT)

APPENDIY ™Am
OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D. C. 20590

TITLE 49 — TRANSPORTATION
Chapter 1 — Department of Transportation
SUBCHAPTER B - OFFICE OF PIPELINE SAFETY
[ Amdt. 191-2: Docket Ro. 0PS-17]

PART 191 - TRANSPORTATION OF NATORAL AND OTHER GAS BY
PIPFLINE: REPORTS OF LEAKS

Blimination of Annual Report Requirement for Small Petroleunm
Gas Distribution Systems

The purpese of this amendment to the 1leak reporting
requirerents -of Part 1971 is to relieve the operators of
petroleun gas systems serving less than 100 customers of the
requirement of making a 1971 annual report. The amendment
is made in response to a petition by the Nationmal LP-Gas
Association.

In the petition and other related correspondence, several
contentions are made in support of the requested relief.
The Association points out that, in contrast to most natural
gas distribution companies, LP gas operators are relatively
small businesses, frequently involving only one or two
employees. Thus the requirement for preparing an annual
report iaposes a opuch greater burden on these small
operators. In addition, since the annmal report Was
prepared on the basis of experience with the larger, natural
gas distribution companies, many of the information jitems on
the report are not appropriate for small, isclated petroleun
gas systems.

Due to these factors it appears that nmuch of the
information received will be misleading, incorrectly stated,
and of very little value in the data processing system the
Department bas established for these reports. To avoid the
continuation of this burden which does not provide a
conmensurate benefit, the Department is amending the annual
report requirements for the operators of small petroleun gas
systems.,

Tte 1971 anmual rteport will not be required from any
operatoer vhose systems serve less than 100 customers from a
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single source., An operator with one or more systems serving
100 or more customers is still required to report, but only
with respect to those large systens.

The Department plans at an early date to begin action
aimed at developing new reporting requirements and fornms
vhich will be more appropriate for petroleum gas systams and
small operators. In developing these nev requirements, the
Department will consider also the situation of operators of
stall natural gas systems, since they may have siailar
difficulties. This further action in developing nevw
requirements vill be carried out through formal rule making
in which all interested parties have an opportunitv to
conment on praposed regulations.

bue to the 4inmeinence of the February 15 reporting
deadline, good cause is found for making this amendment
effective imrediately.

In considaration of the foregoing $191.11 of Title 49 of
the Code of Federal Pequlations is amended to read as
follous, effective immediately.

This ameniment is issued under the authority of the
Natural Gas Pipeline Safety Act of 1968 (49 U.5.C. saction
1671 et seq.), Part 1 of the Regulations of the 0Efice of
the Secretary of Transportation (49 CFR Part 1), and the
delegation of authority to the Director, 0Office of Pipeline
Safety, dated Novemher 6, 1968 (33 F.R. 1646R),

§191.11 Distribetion system: Annual reporct.

{a) Except as provided in paragraph (by of this section,
each operator of a distribution system shall submit an
anneal report on Department of Transportation Form DOT F
7100.1-1. This report must be submitted not later than
February 15 for the preceding calendar year.

{b)] The annual report required by paragraph ({(a) of this
section need not be submitted with respect to petroleum gas
systens which serve 1less than 100 customers from a single
source.

Issued in Washington, D. C., on January 21, 1972.
JOSEPH C. CALDHFLL,
Acting Director,
Office of Pipeline safety.
[FR Doc. 72-1281 Filed 1-24-723;5:00 pn]

FEDERAL REGISTER, VOL. 37, NO. 17 - WEDNESDAY,
JARUARY 26, 1972
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Federal Register Publication Date, September 2, 1972
Yol. 37 No. 172
Title 49--Transportation
CHAPTER 1--DEPARTMENT OF TRANSPORTATION
- SURCHAPTER B=--OFFICE OF PTPELINE SAFPETY

[Amdt. 192-7; Docket Ho. OPS-3E]
PART 192--TRANSPORTATION OF NATURAL AND OTHFR GAS
BY PIPELINE: MININUM FPEDERAL SAFPETY STANDARDS

Odorization of Gas in Transmission Lines

The purpose of this amendment is to extend the period of
time during which the interim Federal safety standards
applying to gas odorization may remain in effect in those
States now requiring the odorization of gas in transmission
lines.

On Wovember 6, 1970, the Department issued Amendment 192-2
(35 F. R. 17335, ¥Yovember 11, 1970). This amendment kept
the interim Federal safety standards on odorization in
effect in States whose interim standards reguired the
odorization of gas in transmission lines. These interin
standards wvere to remain in effect until Jamrarcy 1, 1972, or
the dJdate upon vwhich the distrihution companies in those
States were odorizing gas in accordance with $§192.625,
whichever occurred earlier. Nn December 28, 1971, the
Depatrtment issued Amendment 192-6, which further extended
this date ¢to Septesmber 1, 1972, (36 F. R. 25423, December
31, 1971 .

Based on extensive studies of the sabject conducted over
the past year, it appears that certain limited odorization
of transmission lines may be wartanted. The Department is
considering this gquestion and expects to propose regulatory
changes very shortly. 1In order to allow sufficient time for
carrying out this rule-making proceeding, these interin
standards for odoeorization of gas transmission lines are
being extended again until the date upon which the
distribution companies in that State have actually taken
over the odorization of gas in mains and service lines in
accordance with the requirements of Section 192, 625. Until
that time, gas in transmission lines must continue to be
odorized in those States. By June 1, 1973, the Department
anticipates that the rulemaking proceeding will be complete
and the interim standards can be allowed to lapse.

Since the regulatory provisions that are affected by this
anendment are presently in effect, and since this amendment
will impose no additional borden on any person, I find that
notice and public procedure thereon are impractical and
unnecessary and that goed cause exists for making it
effective on less than 30 days' notice.

In considzration of the foregoing, $192.625({g) (1) of
Title 49 of the Code of Federal Reqgulations is amended,
effective immediately, to read as follows:
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§192.625 Odorization of gas.

* * * * *

tg) *+ + =
(1) June 1, 1973; or

* * *

This ameniment is issued under the anthority of the
Natural Gas Pipeline Safety Act of 1968 (49 U0.S.C. Section
1671 et seq.), Part 1 of the Regulations of the Office of
the Secretary of Transportation (49 CFR Part 1), and the
redelegation of authority to the Director, Office of
Pipeline Safety, set forth in Appendix A to Part 1 of the
Regulations of the Office of the Secretary of Transportation
(49 CPR Part 1).

Issued in Washington, D. C., on August 29, 1972.

Joseph C. Caldwell
Director
Office of Pipeline Safety

Publication date October 3, 1972

Federal Register
Yol. 37 ¥o. 192
TITLE 49 - TRANSPORTATION
Chapter I - Department of Transportation
Subchapter B - Office of Pipeline Safety
[Amdt. 192-8; Docket 0P5-10]

Part 192 - Transportation of Natural and
Other Gas by Pipeline: Minimum Pederal
Safety Standards

Deactivation of Service Lines

This amendment of the Pederal safety standards for gas
pipelines will require certain steps to be taken in order to
prevent the wunauthorized introduction of gas into inactive
pireline facilities. This rule making involves a ravision
of section 192.727 of title 49 of +the Code of Federal
Regulations and the addition of a new section 192.379 to
Part 192.

These ameniments are in response to a clearly demonstrated
need for positive regulatory action as indicated by two gas
explosion incidents discussed in the notice proposing this
rule making. The objective is to prevent unauthorized
persons from activating gas service lines that have been
deactivated or abandoned, or are not presently in use.

Oon June 4, 1971, a notice of proposed rule making was
published in the Federal Register (OPS Notice 71-2, 36 F.R.
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10885) proposing certain changes in the ragulations designed
to prevent the unauthorized introduction of gas into
inactive service lines. TInterested persons were afforded an
opportunity to participate in the rule making by submitting
vritten information, views, or arguments. The opinions and
data presented in the couoments that weare subsequently
received have been fully considered and are reflected in
these final rules.

Several compenters correctly noted that one of the gas
explosion accidents mentioned in the notice of proposed rule
making involved newly installed yet inactive facilities
ratker than abandoned or deactivated pipeline facilities.
They gquestioned whether the proposed regqulations would cover
such situvations. 1is the intent of these apendpents is to
prevent the unauthorized introduction of gas into any
pipeline not presently in service, vhether abandoned,
deactivated, or not yet activated, section 192.379 kas been
added to the Peleral safety standards to make clear that new
service lines must also meet the same requirements.

Proposed section 192.727 (c) (now redesignated as section
192,727 (d)), vould have provided for the deactivation of
customer service lines by two alternative methods. 1In
response to a large number of recomnmendations, a third
alternative method has been adopted which allows for the
installation in the service line or nmeter assembly of a
mechanical device or fitting that will prevent the flow of
gas. This method is in common usage and has proven
effective in terms of overall safety. Also in ansver to
many comnents, the requirement for physical removal of
customer meters on inactive service lines (proposed as
sectjon 192.727 (4)), has been deleted. This is now
believed to be an unnecessary measure whenh on2 of the
alternatives prescribed by new paragraph (4} has been nmet.

Paragraphs (=) and {f) of the proposed amendment have not
been changed.

A number of commenters expressed objection to proposed
section 192.727 (b}, on the basis that it made necessary the
disconnecting, purging, and sealing of properly maintained
pipeline facilities that are not subject to gas pressure in
the course of normal operations. There are instances when
pipelines, such as bypasses, are commonly mnot subject to gas
pressure, and a requirement that such pipelines be. sealed
off from any potential gas supply is not feasible. This
paragrapk has therefore been revised and a new paragraph (c)
has been added to avoid this problenm.

Paragraph (b) now establishes safety requirements for all
ripelines, the use of which is to be permanently
discontinued, that is, for all pipelines that are to be
abandoned. Paragraph (c) contains deactivation requirements
applying only to pipelines, other than service lines, which
are not being maintained under the Federal safety standacds.
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Thus, a pipeline not normally subject to jas pressure need
not meet the requirements of this paragraph.

Section 4(a) of the Natural Gas Pipeline Safety Act
requires that all proposed standards and amendments to such
standards be submitted ¢to the Technical Pipeline Safety
Standards Committee and that the Committee be afforded a
reasonable opportunity to prepare a report on the "technical
feasibility, reasonableness, and practicability of each such
proposal." This amendment to Part 192 has been submitted to
the Committes and it has submitted a favorahle report. The
Committee's report and the proceedings of the Comnittee
which led to that report are set forth in the public docket
for this amendment which is availahle at the Office of
Pipeline Safety.

In consideration of the foregoing, Part 192 of title 49 of
the code of FPederal Regulations is amended as follows,
effective November 3, 1972.

1s The table of sections for Part 192, Subpart H, is
amended by adding the following new section heading
after section 192.377:
§192.379 New service lines not in use.

2. The following new section is added after $192.377 in
Subpart H.
§192.379 New service lines not in use.

Each service line that is not placed in service
upon completion of installation must comply with one
of the following until the customer is supplied with
gass:

(a) The wvalve that is closed to prevent the
flow of gas to the customer must be provided with a
locking device or other means designed to prevant the
opening of the valve by persons other than those
aunthorized by the operator.

{b) A mechanical device or fitting that will
prevent the flow of gas must be installed in the
service line or in the meter assembly.

(c) The customer's piping must be physically
disconnected from the gas supply and the open pipe
ends sealed.

3. Section 192.727 is amended to read as follows:
§192.727 Abandonment or inactivatjon facilities.

(a) Each operator shall provide in its
operating and maintenance plan for abandomnment or
deactivation of pipelines, including provisions for
meeting each of the requirements of this section.
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(b Each pipeline ‘abandoned in place must be
disconnected from all sources and supplies of gas,
purged of gas, and +the ends sealed. However, the
pipeline need not be purged when the volume of gas is
so small that there is no potential hazard.

{c) Except for service lines, each inactive
pipeline that is not being maintained under this part
nust be disconnected from all sources and supplies of
gas, purged of gas, and the ends sealed. Hovever,
the pipeline need not be purged when the volume of
gas is so small that there is no potential hazard.

{(d) Whenever service to a customer is
discontinued, one of the following must he complied
with:

{1) The valve that is closed to prevent
the f£flov of gas to the customer nust be
provided with a locking device or other means
designed to prevent the opening of the valve by
persons other +than those authorized hy the
operator.

{(2) A& mechanical device or fitting that
will prevent the flow of gas must be installed
in the service line or in the meter assembly.

(3) The customer's piping nust he
physically disconnected from the gas supply and
the open pipe ends sealed.

fe} If air is used for purging, the operator
shall ensure that a combustible =aixture is not
present after purging.

(£} Each abandoned vault must be filled with a
suitable conrpacted material.

This amendment is issued under the authority of section 3
of the HNatural Gas Pipeline Safety Act of 1968 {49
U.5.C.51672), section 1.58(3) of +the Regulations of the
0ffice of the Secretary of Transportation (49 CFF 1.58(d)),
and the redelegation of authority to the Director, Office of
Pipeline Safety, set forth in Appendix R to Part 1 of the
Regulations of the 0Dffice of the Secretary of Transportation
(49 CFR Part 1).

Issued in Washington, D. C., on September 27, 1972.
JOSEPH C., CALDWELL,

Director,
Office of Pipeline Safety.
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Publication date Octobher 4, 1972
Federal Register
Vol. 37 No. 193
Title 49--Transportation
CHAPTER I--DEPARTMENT OF TRANSPORTATION
SUBCHAPTER B--OFFICE OF PIPELINE SAFETY
[Amdt. 192-9; Docket 0PS-13]

PART 192 --TRANSPORTATION OF NATURAL AND
OTHER GAS BY PIPELINE: MINIMUM FEDERAL
SAFETY STANDARDS

Modification of Pressure Relief Limitations

This amendment to section 192.201(a) changes the
restriction on accidental pressure buildup in pipelines,
other than 1low pressure distribution systems, which have a
maximum allowable operating pressure (MAOP) of less than 60
PaBe1.Ge

On November 10, 1971, the Department issued a notice of
proposed rule making in the Federal Register proposing these
requlatory changes (OPS Notice 71-6, 36 F.R. 21834, November
16, 1971). Interested persons were afforded an opportunity
to participate in the rule making by submitting written
information, views, or arguments. Several comments
subsequently vere received and have been given full
consideration. However, the amendment is issued without
substantive change from the proposal.

Two commenters recommended making the proposed changes
available for systems with MAOP's up to 150 p.s.i.q.
Justification €for such recommendations was based on an
expressed desire to avoid possible difficulties arising in
utilizing presant pressure relief systems under the amended
standards. As it is only when the MAOP of a system is below
€0 p.s.iug. that present-day requlating equipment cannot
accurately limit accidental overpressure to the presant 10
percent of MAOP standard, it is in the hest intersst of
overall safety that the proposed amendment allowing an
increase in the 1limits for accidental overpressure be
restricted to systems with MAOP's of 60 p.s.i.g. or less.

Another comment sugqgested a revision in the proposed
amendment to make the maximum pressure limitation applicable
only at the most remotely located pressure limiting station
in order to reduce the possibility of having to wvent gas
into the atmosphere in Class 3 or 4 locations. However, it
is felt that the potential hazard of such venting is
negligible in comparison with the greater risks involved in
allowing the pressure in the entire system to be monitored
at its most remotely located point. Such a procedure has
the potential to allow pressure buildups well above the
established 1limits in other parts of the distribution
systenm.
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Section 4 (a) of the HNatural Gas Pipeline Safety Act
requires that all proposed standards and amendments to such
standards be submitted to the Technical Pipeline Safety
Standards Committee and that the Coummittee be afforded a
reasonable onportunity to prepare a report on the "technical
feasibility, reasonableness, and practicability of each such
proposal®. This amendment to Part 192 has heen submitted to
the Committee and it has submitted a favorable report. The
Comnittee's report and the proceedings of the Comnmittee
which led to that report are set forth in the public docket
for this amendment which is available at the Office of
Pipeline Safety.

In consideration of the foregoing, Part 192 of Title 49 of
the Code of Federal Regulations is amended by revising
$192,.201(a} to read as follovs, effective November 4, 1972.

$192_201 Required capacity of pressure relieving and
limiting stations.

{a) Each pressure relief =station or pressure
limiting station or group of those stations installed to
protect a ©oipeline must have enough capacity, and must be
set to operate, to ensure the following:

() In a low pressure distribution system, the
pressure may not cause the unsafe operation of any
connected and properly adjusted gas utilization
eguipment.

(2) In pipelines other than a low pressure
distribution system—-

(i) If the maximum allowable operating
pressure is 60 p.s.i.g. or more, the pressure
pay not exceed the maximum allowable operating
pressure plus 10 percent, or the pressure that
produces a hoop stress of 75 percent of SHIS,
whichever is lower:

(ii) If the maximum allovable operating
prassure is 12 p.s.i.g. or more, baot less than
60 p.s.i.g., the pressure may not exceed the
naximum allowable operating pressure plus 6
PeS.i.g.; oOT

(iii)If the parxirum allovable operating
pressure is less than 12 p.s.i.g., the pressure
may not exceed the maximum allowable operating
pressure plus 50 percent.

* * ] L L]

This amendment is issued under the authority of section 3
of the Hatural Gas Pipeline Safety Act of 1968 (49 TU.S.C.
$1672), section 1.58(d) of the Regulations of the Office of
the Secretary of Tramsportation (49 CPR 1.58(d)}, and the
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redelegation of authority <o the Director, O0ffice of
Pipeline Safety, set forth in Apvendix A to Part 1 of the
Fegulations of the Office of the Secretary of Transportation
{49 CFR Part 1).

Issued in Washingtom, D. C., on Sep. 28, 1972.
JOSEPH C. CALDWELL,

Director,
0ffice of Pipeline Safety.

Publication date 10/31/72
Federal Register
Yol. 37 Ne. 199
Title 49~--Transportation
CHAPTER I--DEPARTMENT OF TRANSPORTATIONW
SUBCHAPTER B-~OFFICE OF PIPELINE SAFETY
(Amdt. 192-103 Docket OP5-14]

PART 192--TRANSPORTATION OF NATURAL AND
OTHER GAS BY PIPELINE: NMINIMUM FEDERAL
SAFETY STANDARDS

Liquefied Natural Gas Systens

The Department of Transportation is amending Part 192 to
create a nev section 192,12 that will establish Federal
safety standards for liquefied natural gas (L¥G). This will
be accomplished by incorporating into the requlations, by
reference, standards developed in the revised and enlarqged
version of Standard 592 approved by the HNational Pire
Protection Association (NFPA) on May 19, 1971,

On January 6, 1972, a notice of proposed rule making wvas
published in the Federal PRegister proposing that NFPA
Standard 59 be incorporated into Part 192 (0PS Notice 72-13
27 ¥.R. 145, Janugary 6, 1972). Interested persons were
afforded an opportunity to participate in the rule making by
submitting written inforeation, views, or arguments. The
opinions and data presented in the comments that were
subsequently received have been given full consideration.

Many commenters vere concerred that LRG facilities
presently in existence or under construction would bhe
required to comply with the adopted NFPA Standard. Such a
retroactive application of these 1LWG regulations is not
intended and indeed is restricted by the NWatural Gas
Pipeline Safety Act (49 U.S.C. §1672{b)}. A provision has
therefore been added to section 192.12 to make clear that
L¥G facilities in operation or under construction before
Januwary 1, 1973, need not be in compliance with HPPA
Standard 59A, except that they wvwill be required to adhere to
the applicable operating requirements and, after December
31, 1972, to the modification and repair rTegquiremants of
NFPA Standard 59A and of Part 192.
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A number of commenters suggested specific modifications of
individual sections of the NPPA Standard. Such changes are
not feasible at this time as the Department is adopting the
EFPA Standardi only as an interim measure while developing
permanent regelations specifically applicable to LNG
facilities., W#With this development of LN¥5 regulations, full
attention will be given by the Department to these
recommendations.

As suggested by conmenters, the tera "process™ in the
proposed regulation has been replaced with the term “treatw,
and the term "pipeline facility" has beenh substituted for
the term "system", These changes are made to clarify the
applicability of the adopted FFPA Standard by employing
terms used in the Natural Gas Pipeline Safety Act and in
Part 192. Further, the term "transport" has been replaced
hy the term "transfer" to indicate that these interim LNG
safety standards govern the transfer of LNG by pipeline
within an TLY¥G pipeline facility and not to its
transportation over extended distances.

In the event of a conflict between adopted WPPA Standard
594 and Part 192, section 192.12 allovws the operator of the
LKNG facility the opportunity to make a considered
determination as to which standard should prevail in
resolving such conflicts. #hen no such conflicts are
apparent, both NFPA Standard 59A and the provisions of Part
192 must be conplied with to the fullest possible extent.

Section 4(a) of the HNatural Gas Pipeline safety Act
requires that all proposed standards and amendments to such
standards be submitted to the Technical Pipeline Safety
Standards Comnittee and that the Commrittee be afforded a
reaschable opportunity to prepare a report on the "technical
feasibility, reasonableness, and practicability of each snckh
proposal™, This arpendment to Part 192 has been submitted to
the Committee and it has submitted a favorable report. The
Comnmittee’s report and the proceedings vhich led to that
report are set forth in the public docket for this amendment
which is available at the Qffice of Pipeline Safety.

In considecation of the foregoing, Part 192 of Title 49 of
the Code of FPederal HRegulatiors is amended as follows,
effective Novemher 13, 1972.

1. The table of sections for Part 192 is amended by
adding the following nev section heading after section
192.11:

§192.12 Liguefied natural gas facilities.

2. The following new section is added after section
192.11:

§192.12 Liguefied natural gas facilities.
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{a) Except for a pipeline facility in
operation or under construction before Januwary 1,
1973, no operator may store, treat, or transfer
liquefied natural gas in a pipeline facility unless
that pipeline facility meets the applicable
requirements of this part and of NFPA Standard No.
592.

{b) Ho operator may store, treat, or transfer
ligquefied natural gas in a pipeline facility in
operation or under construction before January 1,
1973, unless

(1) The facility is operated in accordance
with the applicable operating requirements of
this part and of NFPA Standard 5%A; and

{2) PBach mnodification or repair made to the
facility after December 31, 1972, conforms to
the applicable regquirements of this part and
WPPA Standard 5%9A, insofar as is practicable.

3. Section IT.F. of Appendix A to Part 192 is amended by
adding the following nev item at the end thereof:

4, NFPA Standard 59A 9Standard for the Production,
Storage and Handling of Liquefied ¥atural Gas
{LNGY" (1971 edition).

This amendment is issued under the authority of section 3
of the Natural Gas Pipeline Safety Act of 1968 (49
0.5.C.51672), section 1.58(d} of +the Regulations of the
0ffice of the Secretary of Transportation (4% c¥r 1,58 (d)),
and the redelegation of authority to the Director, 0Office of
Pipeline Safety, set forth in Appendix A to Part 1 of the
Regulations of the 0ffice of the Secretary of Transportation
(49 CFR Part 1).

Issued in Washington, D. C., on 10/10/72.
JOSEPH C, CALDWELL

Director
office of Pipeline sSafety

Publication date 10/14/72
Federal Register
Vol. 37 No. 200
TITLE 49 - TRANSPORTATION
Chapter I - Department of Transportation
Subchapter B - 0ffice of Pipeline Safety
[Aadt. 192-11 Docket OPS - 20]

part 192 ~ Transportation of Ratural and
Other Gas by Pipeline: Minimum Federal
Safety Standards
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Mechanically Coupled Repair Sleeves

The purpose of this amendment of section 192.71T7T(b) is to
modify a provision of the Pederal safety standards for gas
pipeline facilities. This changé will permit the permanent
field repair of pipeline leaks by means other than welded
repair sleeves when the transmission line involved operates
at less than 40 percent of SMYS.

For the permanent field repair of pipeline leaks when it
is not feasible to take the segment being repaired out of
service, section 192.717(b) requires that it nust he
repaired by installing a full encirclement welded split
sleeve, The section of the interim safety standards fronm
which this provision was derived was limited in application
to lines operating above 40 percent of SMYS. By removing
this limitation and using the term WYtransmission 1line"™ as
defined in Part 192, the requirement vas made applicable to
all lines operating at 20 percent 6r more of SHYS. Thus
vhile under the interim standards the requireméent applied
only to lines operating over 40 percent of SMYS, the
regulation 3issued applied as well to tmansmission lines
operating between 20 percent and 40 percent of SHYS.

Since the issuance of Part 192, experience and further
study have demonstrated that, in certain ' instances, there
are insufficient safety reasons for +this requirement in
light of its practicality and the costs involved. If a
pipeline operating between 20 percent and 40 percent of SMYS
is Jjoined by means other than welding, very little is gained
by requiring that repairs be made by welding on a full
encirclement repair sleeve. This paragraph is therefore
being amended to exempt lines joined by means other than
velding that operate below 40 percent of S¥YS.

Section 4(a) of ¢the WNatural 6Gas Pipeline Safety act
requires that all proposed standards and amendments to such
standards be submitted to the Technical Pipeline Safety
Standards Comnittee and that the Comnmittee be afforded a
reasonable opportunity to prepare a report on the "technical
feasibility, reasonableness, and practicability of each such
proposal™. This amendment to Part 192 has bsen subrmitted to
the Committee and it has submitted a favorahle report. The
Committee's report and the proceedings of the Committee
which led to that report are set forth in the public docket
for this amendment which is available at the Office of
Pipeline Safety.

As this amendment removes am unnecessary restriction and
imposes no additional burdens, I find that notice and public
procedure thereon are not necessary.

In consideration of the foregoing, Part 192 of Title 49 of
the Code of Federal Regulations is amended by revising
Section 192.717(b) +to read as follows, effective Rovember
14, 1972.
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$192.717 Transmission lines: permnent field repair

¥ * * %

»

(b If it is not feasible to take the segment of
transmission line out of service, repairs must be made by
installing a full encirclement welded split sleeve of
appropriate design, unless the transmission line--

{' Is joined by mechanical c¢couplings; and
{2) Operates at less than 40 percent of SMYS,

* * * * x*

This amendment is issued under the authority of section 3
of the Natural Gas Pipeline Safety Act of 19683 (49 U.S.cC.
$1672), section 1.58{d) of the Regulations of the 0ffice of
the Secretary of Transportation (49 CFR 1.58(d)), and the
redelegation of authority to the Director, Office of
Pipeline safety, set forth in Appendix A to Part 1 of the
Regulatiodns of the 0ffice of the Secretary of Transportation
{49 CFR Part 1).

Issued in Fashington, D.C., on October 11, 1972.

JOSEPH C. CALDWELL,
Director,
Office of Pipeline Safety

DOCKET NO. P-100, S50B 27
BEPORE THE NORTH CAROLINA UTILITIES COMHISSION

In the Matter of
Investigation of Non-recurring Charges )
for Installations, Changes, Moves anid ) OCRDER
Reconnects by Telephone Companies Under ) DISMISSING
the Jurisdiction of the North Carolina ) INVESTIGATION
Utilities Commission. )

HEARD IN: The Hearing Room of the Commission, One West
Morgan Street, at 10:00 A.®M., on January 25,
1972.

BEFORE: Chairman Harry T. Westcott, Presiding, and

Commissioners John W.. McDevitt, Marvin R.
Hooten, Hugh A. Wells and Miles H. Rhyne.

APPEARANCES:
For the Respondents:

R. Frost Branon, Jr.
Southern Bell Telephone and Telegraph Company



50

GENERAL ORDERS

P. 0. Box 2211, Atlanta, Seorgia
Por: Southern Bell Teleplone and
Telegraph Company

Drury B. Thompson
Southern Bell Telephone and Telegraph Company
P. 0. Box 2211, Atlanta, Georgia
For: Southerh Bell Telephone and
Telegraph Company

A. H. Graham, Jr,

Newsor, Graham, Strayhorn, Hedrick & Hurray
Attorneys at Law

P. 0. Box 2088, Durham, North Carolina 27702
For: General Telephone Company of the Sontheast

Ward -R. Wueste, Jr.

Attorney at Law

P. 0. Box 1412, Durham, North Carolina 27702
Por: General Telephone Company of the Southeast

Hilliam W. Aycock, Jr.

Tayler, Brinson £ Aycock

Attorneys at Law

P. 0. Box 308, Tarboro, North Carolina 27886
For: Carolina Telephone and Telegraph Company

L. S. Blades, IIXI
Norfolk and carolina Telephone and Telegraph
Company
P. 0. Box 307
Elizabeth City, North Carolina 27909
For: The Norfolk and Carolina Telephone and
Telegraph Conpany

Larry McDevitt

Attorney at law

18-1/2 Church Street

Asheville, North Carolina

For: Western: Carolina Telephone Company
Hestco Telephone Company

(ALL other telephone companies nunder the
jurisdiction of the wNorth Carolina Utilities
Commission appeared in this case either by
affidavit ot by company officials or
employees,)

For the Intervenors:

TI. Beverly Lake, Jr.

Attorney General's Office
Revenue Building

Raleigh, North Carolina

For: Using and Consuming Public
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Wade H. Hargrove

Attorney at Law

Suite 603, BBET Building

Raleigh, North Carolina 27601

For: North Carolina Association of
Broadcasters, Inc.

For the Commission Staff:

Edward B. Hipp
Commission Attorney

217 Ruffin Building
Raleigh, North Carolina

WOOTEN, COMMISSIONER: This matter arises upon Order
issued by this Commission, upon its own Motion, dated
September 30, 1971, vherein the Commission ordered that an
investigation be instituted to determine the Jjustness and
reasonableness of establishing higher non-recurring charges
for telephone installations, changes, moves and reconnects
for all telephone companies under the jurisdiction of this
Commission on a uniform basis. The Commission®s Order
further placed the burden of proof upon each of the
companies operating under its jurisdiction to Jjustify any
schedule of rates which a particular company contended
should be adopted, and particularly instructed said company
to produce evidence, if it could, that the following rates
are just and reasonable:

SERVICE CONNECTION CHARGES:

Instrumentalities Not In Place
Main Stations, Toll Terminals, Private
Branch Exchange Trunks, Tie Lines
Terminations and Foreign Exchange
Stations, each $£12.50

EFxtension Stations, Private Branch
Exchange Stations and Extension
Bells and Gongs, each $ 7.50

Instrumentalities In Place
Entire service or instrument utilized
or Private Branch Exchange Station,
each $ 7.50

INSIDE MOVES AND CHANGES:
Main Stations, Extension, Private
Branch Stations, Foreign Exchange
Stations and Extension Bells and
Gongs, each $ 7.50
RESTORATION OF SERVICE:

Restoration of Service suspended for
non-payment of charges, each $ 7.50
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The Commission's Order of September 30, 1971, ordered the
respective telephone companies to give public notice of the
hearing in this case in mnewspapers having general
circulation in their respective service areas, and set this
matter for hearing at the time ard place as captioned. The
respective companies were instructed to file their data and
prepared testimony at least 45 days prior to the hearing in
this case, and also required the filing of appropriate
information on how each company would propose to flow
through to its ratepayers the additional monies it would
receive in the event the Commission should approve a higher
schediule of service charges as proposed in the Commission's
said order and/or that the companies might propose.

Public notice as ordered by the Cornbnission®s Order of
Investigation was duly and appropriately given by and on
behalf of each of the companies under the jurisdiction of
this Commission. FHotice of Intervention by the Attorney
General of North Carolina, on behalf of the using and
consuning public, was received on December 22, 1971, and was
recognized by this Comrigsion's Order dated December 28,
1971. Petition to Intervene was filed with the Commission
on January 17, 1972, by the #orth Carolina Association of
Broadcasters, Inc., which said intervention was allowed by
order of this Compission dated the 24th day of January,
1972,

Opon the call of this matter for hearing, all parties were
present and represented by attorneys of record or company
officers or employees as indicated in the record of ‘this
heating, except for those whose appearance was alloved by
the Commission via affidavit, and vere thereby afforded amn
opportunity to present all such evidence and data as they
might desire in connection with the investigation herein.

Upon the comnpletion of this hearing and investigation into
this matter, it appearing to the Commission and the
Commission being of the opinion that the respondents have
failed to carry the burden of proof, by the evidence and its
greater veight, establishing the justness and reasonableness
of establishing higher non-recurring charges for telephone
installations, changes, moves and reconnects, on a uniforn
basis for all telephone comranies under the jurisdiction of
this Commission and that, therefore, this investigation
should be discontinued and this docket closed.

NOW, THEREFORE, IT IS ORDERED:

That this investigation be, and the same is, hereby
discontinued and this docket be, and the same is, hereby
disnissed and closed.

ISSUED BY ORDER OF THE COMMISSIOR.
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This the 18th day of February, 1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M, Peele, Chief Clerk
(SEAL)

DOCERET NO. P-100, 50B 28
BEFORE THE NORTH CAROLIHA UTILITIES COMHISSION

In the Matter of
Investigation of Intrastate Toll Rates )
and Charges of all Telephone Companies ) ORDER
under the Jurisdiction of the North ) DENYINRG TOLL
Carolina Otilities Commission } RATE INCREASE

HEARD INM: The Hearing Room of the Commission, Ruffin
Building, 1 West Horgan Street, Raleigh, HNorth

Carolina, on March 21, 1972, at 10:00 A.HN.

BEFORE: Chairman Harry T. GHestcott, Presiding, and
Comaissioners John ®. HcDevitt, Marvino R.

Wooten, Miles H. Rhyne and Hugh A. Wells
APPEARANCES:
For the Telephone Companies:

R. C. Howison, Jr.

For: Southern Bell Telephone and
Telegraph Company

Harvey L. Cosper

For: Southern Bell Telephone and
Telegraph Company

John F. Beasley

For: Southern Bell Telephone and
Telegqraph Company

¥ard W. Wueste, Jr.

For: General Telephone Company of the Southeast

William W. Aycock, Jr.
FPor: Carolina Telephone and Telegraph Company

L. S. Blades, IIT
Por: The ¥orfolk anrd carolina Telephone
and Telegraph Company

For the Commission Staff:

Edward B. Hipp

Commission Attorney

North Carolina Utilities Commission
Raleigh, ¥Yorth Carolina 27602
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William E. Anderson

Assistant Commission Attorney

North Carolina Utilities Commission
Raleigh, Worth Carolina 27602

BY THE CONMISSION: 6n October 15, 1971, in Docket No.
p~35, Sub 681, Southern Bell Telephone and Telegraph Company
applied for an Jigcrease in rates for intrastate local and
toll telephone service in North carolina. The intrastate
toll increases applied for vere in ‘addition to the increases
granted to Southerm Bell in Docket No. P-55, Sub 650 and to
the remaining telephone companies in Docket ¥No. P-100,
Sud 26.

The Conmmission, on Wovember 8, 1971, in Docket No. P-55,
Sub 681, ordered that Bell's application €for increased
intrastate toll rates be separated from Docket No. P-55, Sub
681, and in a separate proceeding in a new docket, this
Docket, P-100, Sub 28, made all telephone conpanies under
the jurisdiction of the Commission parties to the proceeding
and on its ovn motion the Commission set same for public
hearing in the Comnission's Hearing Room for 10:00 A.M.,
March 21, 1972, and required that public notice be given.

During December 1971 and early Janeary 1972, the telephone
companies other than Southern Bell under the jurisdiction of
the Commission filed tariffs to increase rates for vide area
telephone service (WATS) to the same level of rates as vere
authorized for Southern Bell in Docket No. P-55, Sub 650.
In filing, all companies stated that WATS revenues were
settled according to intrastate toll settlement agréements
vith Southern Bell, which said settlements are predicated on
uniformity of rates and that non-uniform rates are
discriminatory. The Comrission beirg of the opinion that
the WATS vproposal affected the public interest concluded
that the same should appropriately be considered within the
framework of a formal proceeding and hearing and concluded
that the best means of accomplishing this goal was to expand
the pending proceeding in Docket WNo. P-100, Sub 28 to
include WATS. The Commission issued its oOrder on January
19, 1972, to include the HATS tariffs in Docket No. P-100,
Sud 28 and suspended until further order of the Comnission
the WATS tariffs as filed. Each regulated telephone company
in North Carolina except Southern Bell was required to mail
notice by first class mail to each.of its subscribers to
intrastate WATS service.

A hearing wvas held as scheduled with 26 companies being
represented by one or pore witnesses, one by affidavit, and
one excused from appearing.

NARRATION OF TESTIMONY

Mr. Garity, an &assistant Vice President in Operations -
Staff for Southern Bell Telephone and Telegraph Company,
Atlanta, Georgia, was tendered and recognized as an expert
in the field of designing telephone company local and toll
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subscriber rates and rate schedules and in the field of
settlements between telephone companies. He «cited the
following reasons advocating the desirability of having
uniform toll rates throughout the State of North Carolina:

{1) Since all companies including Southern Bell share in
an integratel statewide toll netvork, a uniform tariff would
provide equitable treatment for all toll users.

{2) Savings resulting from mechanized processing of toll
calls would he lost because of double handling that would
result from 1ifferent rate schedules.

(3) More expense and heavier training costs would be
encountered in dealing with two or more intrastate rate
schedules.

(4) More circuit holding time would be experienced, which
vould eventually require more circuits to handle the same
volume of business.

Mr. Garity next explained the structuring of the proposed
toll rate schedule which would produce an annual revenue
increase of $5,141,000. The schedule was structured to
encourage a shift from operator handled ¢traffic to DDD
traffic.

Mr. Garity then expressed his views on where -the
additional revenue should come to pay the increased toll
settlements to independent companies resunlting from any
increase granted Bell in Docket No. P-55, Sub 681. He
indicated that an increase in toll rates should provide the
additional revenue rather than Bell's local rate subscribers
to local service.

Mr. Garity gave the following breakdown of the proposed
$5,141,000 increased settlements to the independent
companies. Actually the $5,141,000 would be the additional
revenue produced - by the increase in toll rates, while
$5,125,000 would be the expected increase in independent
companies' toll settlements. $275,000 of this $5,125,000
would be applicable to standard contract settlement
companies and $4,850,000 would be applicable to cost study
contract companies. The increase to cost companies is
related directly to the improvement in Bell's combined
{local exchange and toll) intrastate rate of return which
was computed in the general rate case to be 2.39 percentage
points assuming all the increase asked for is granted by the
North Carolina Utilities Commission. The increase to
standard contract companies occurs through the toll rate
change itself.

Under cross examination by Mr. Anderson, Mr. Garity agreed
that uniformity of WATS rates was also desirable €for the
same reasons cited previously since WATS is a form of toll
service. He also indicated that, by allowing the
independent companies to adopt the same WATS tariffs that
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Bell was granted in Docket Wo. P-55, Sub 650, Bell would
receive an additional $84,000 in revenues and that the
proposed %5,141,000 increase should be diminished by the
$84,000. Mr. Anderson ascertained that the settlement rate
base which Mr. Garity's computations related to vas the same
as the settlement rate base at the end of the test year,
July 31, 1971, in Docket MNo. P-55, Sub 681 and vas
approximately $398,450,000.

Conmissionar McDevitt proposed that ¥r. Garity's testimony
given in Bell's general rate case in Docket No. P-55,
-Sub 681 be dincerporated by reference to the proceedings in
this case. There wvas no objection to this proposal and the
incorporation was made.

In the general rate case, Commissioner Wells expressed the
opinion that Bell's settlerent procedures seened to
complicate rather than facilitate the rate making process
and he asked H#r. Garity vhy the settlements with cost
companies could not be predicated on using Bell's rate of
return from intrastate toll operations only rather than
Bell's over-all intrastate rate of return nade up of toll
and local portions. Mr. Garity responded stating that that
form of settlement made nore sense to him. He further
stated that tlils was now possible because of the adoption of
the oOzark plan which ©provides a separations arrangement
which is agreed to by the whole telephone industry and which
provides for Jjurisdictional separations between interstate
and intrastate, Hr. Garity stated that to go %o this
proposed form of settlement would require Bell to change
their processes and he was not sure how quickly this could
be done but indicated it was feasible.

Under questioning from Coneissiorer Wooten, MNr. Garity
stated that the only reason for proposing a toll rate
increase was to pay the additional cost incurred by way of
settlement occasioned by improvement in Bell's intrastate
rate of return, Mr. Garity further stated that he would
have preferred to have a purely leocal rate change at this
tirme if the increased toll payments to independent companies
had not been a factor.

In further response to Conmissioner Wooten, ¥r. Garity
reiterated his preference to settling with the cost
companies wusing Bell's intrastate toll only rate of return
and indicated that he would strongly rtecomnend that his
company accept any directive given by the Commission
propoesing this wvay of settlement. He also indicated +that
settlement contracts would have to bhe renegotiated to
incorporate this approach. He further indicated ¢that +this
method of settlement is reguired of the Bell companies in
California and Nevada.

Mr. Garity had no feel as to hovw such a settlement change
would affect the revenues for the independent cost
companies, but that it would probably fluctuate and wash
itself out over a period of years.
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Mr. Garity agreed that in a broad sense the theory of cost
settlement contracts was based on the theory of partnership
in that - all the companies Jjoin together in rendering a
common intrastate message toll service in North Carolina,

Next Mr. Garity indicated that Bell's settlement base with
the independent cost companies is on a net original cost
basis being intrastate including toll and local conponents.
To this is added materials and supplies and plant under
construction. It does not include cash vworking capital.
The independent companies' rate bases do not include any
local facilities.

mr. Hayes, District Accounting Manager - Toll Revenue of
Southern Bell Telephone and@ Telegraph Company, Charlotte,
North Ccarolina, testified to the increase in toll setglement
revenues the standard contract companies would receive 1if
the intrastate toll rates applied for by Bell in Docket No.
P-55, Sub 681 had been in effect.

Mr. Hayes indicated that the method used to arrive at the
increase in revanues by the company was based on a similar
method used in Docket No, P-100, Sub 26. The September 1971
intrastate toll revenues wvere increased 6% to reflect what
the present rate case, P-55, Sub 681, would generate as far
as intrastate toll revenues. An annualization factor for
each company was determined on a message basis to arrive at
an annual increase 1in intrastate toll' revenues for a
representative year ending Febrwmry 28, 1972. For a
representative year ending Pebruvary 28, 1973, a 14% increase
was applied to the February 28, 1972, figures to reflect
growth in the intrastate toll revenues.

Onder cross examination by Hr. Anderson, Hr. Hayes
indicated that the 6% increase vwas applied to a total of two
fiqures - the September 1971 actual figures and the
additional amount as estimated in Docket No. P-100, Sub 26.

Mr. Hayes further indicated that the increase in revenues
to the standard contract gcompanies was computed to be
$275,381. of this amount, $226,710 was applicable to 14
standard contract companies under the Jjurisdiction of the
¥orth Carolina Utilities Commission. The balance of $48,671
wvas applicable to six companies not under the North Carolina
gtilities cConmission's Jjurisdiction - Atlantic Company,
Pineville Company, Skyland Company, Star Company, University
Company and Yadkin Valley Company. Mr. Hayes indicated that
these six conpanies vwere included bhecause uniform rates
vould ‘also cause Bell to have to pay increased settleaents
to then.

Mr. Rudisill, Independent Company Relations Supervisor of
Southern Bell Telephone and Telegraph Company, Charlotte,
¥orth Carolina, testified to the Increase in toll settlement
revenues that the cost study settlement companies would
receive if Bell's intrastate rate of return increased by one
percentage point on September 1971 business.
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Mr. Budisill reviewed the method used in arrivipg at a 2%
increase in Bell's rate of return as called for in Docket
No. P-100, Sub 26. The revenue determined for September
1971 vas annutalized using a message basis for each company.
Te this anount was added back the Federal tax, state tax,
and gross receipts tax so that after taxesS the 2% would be
left over, To get a 1% effect, the 2% effect on revenue was
divided in half. Private line revenues were treated in a
similar fashion.

Mr. Rudisill next described the manner in which
calculations were made to show the effect of increase in
revenues due to nmaking WATS rates uniforn. For these
calculations the additional WATS revenue to accrue to the
standard contract companies was considered. An increase in
Bell's rate of return due to uniform WATS rates was
deternined and applied to the 1% effect determined
previously since this represented 1% of each independent
conpany's toll investment settlement base.

Under cross examination by Mr. Andersor, Hr. Rudisill
listed each cost company and the amount they would receive
under uniform WATS rates. Frop the additional gross WATS
billing, Bell would receive $84,460 and the independents
collectively would receive $19,364, Next, #r. Rudisill also
gave the increased intrastate message toll and private line
revenue effect for each cost company due to the 1% increase
in Bell's rate of return. The total for the cost companies
was $2,030,115. Mr. Rudisill further explained that I-I
investments had been considered in all calculations even
though some cost studies furnished by the independents had
not been updated after T-I settlements became effective as
of July 1, 1970, Mr. Rudisill also explained the tax
factors used in going from gross to net amounts.

That completel Southern Bell's portion of the testimony in
the case. Next, each independent company was called upon to
testify.,

Barnardsville Telephone Company vas allowed by the
Commission to submit its testimony by affidavit.

Mr. Havens, Vice ©President, testified for Carolina
Telephone and Telegraph Company. He stated that intrastate
toll rates should be uniform for all telephone companies
operating in North Carolina amd that such rates could ounly
be established in proceedings with Southern Bell.

Mr. Havens gave some figures indicating that Bell's rate
of return on average intrastate investment for 1969 was
7.10% and for 12 nmonths ending December 31, 1971, it had
declined to 7.08%. Hr, Havens stated that ¢they 4i3 not
agree with Bell's method of conputing the effect on toll
revennes assuning a 1% increase in Bell's rate of return.

"He indicated that an investnent basis should be used rather
than a message basis as used by Bell. MHr. Havens introduced
an erxrhibit showing calculations of a 1% change based on

-
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investment studies rather than message studies. His results
showed a revenue increase of $1,107,101 for year ending
February 28, 1972, and $1,230,956 for year ending February
28, 1973. According to Mr. Rudisill's method, for year
ending Februmary 28, 1972, Carolina Telephone and Telegraph
Company would receive additional revenues of $1,274,048
including private 1line settlement and for year ending
February 28, 1973, they would receive $1,447,792. The
effect of uniform WATS rates was given by Mr. Havens to be
$10,941 using his method. Mr. Rudisill's method showed this
figqure to be $12,152,

Mr. Havens concluded by stating that all these increases
discussed were theoretical and would only become factual if
Bell's rate of return increased the 1% and remained at that
level for 12 months.

Mr. Leftwich, Vice President and Division Manager of
Central Telephone Company, asked that his letter of February
29, 1972, to the Commission be adopted as his testimony. He
states in the letter that Central will not receive the
projected increase in cost settlement revenues until Bell's
rate of return increases 1% and remains at that level for 12
months. He also concurred with uniform toll rates.

Mr. Pickelsimer, Vice President and General Manager of
Citizens Telephone Company, concurred that intrastate toll
rates should be uniform. He also stated that expected
higher interest rates from the RRA bank would offset any
additional toll revenues and was, therefore, opposed to
rebates back to local service customers.

Mr. Widenhouse, Executive Vice President of Concord
Telephone Company, concurred that message toll rates and
WATS rates should be uniform in the State of North Carolina
because of the discriminatory effect. He agreed with Bell's
fiqures usiny the 1% increase in Bell's rate of return.

Mr. Morgan, General Hanager of Eastern Rowan Telephone
Company and Mid-Carolina Telephomne Company, agreed with
having uniform intrastate toll rates. As far as Mid-
Carolina Telephone Company toll operations, they are an
indirect company that settles with Lexington Telephone
Company.

Hr. Bennett, Vice President - General Manager of Ellerbe
Telephone Company, testified that since Ellerbe Telephone
Company was so small, they had very little control in the
matter and would concur with whatever decision the
Commission reached.

Mr. HMaxson, Vice President - Revenue Requirements of
General Telephone Company of the Southeast, presented
testimony showing that General's cost of handling intrastate
toll traffic had increased at a faster pace +than had the
increase in toll billing, thus, warranting an increase in
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toll rates. He stated that toll rates should be uniforn
across the State primarily to eliminate any discriminatiom.

Mr. Maxson indicated that befoere General would receive any
additional toll revenue, Bell's rate of return would have to
actually dimprove 1% He suggested that the effect on a
company of toll settlement be a matter for continuing
surveillance, rather than requiring a company to adjust its
local rates in advance of an anticipated improvement in toll
revenue which night not occur.

Mr. HNunnally, Assistant Treasurer of Heins Telephone
Company, asked that his letter of Pebruary 16, 1972, be
adopted as his testimony in this case. He stated that they
would concur with Bell's figures if Heinhs' total investment
increased at the same rate as their toll traffic and if
Bell's rate of return increased by 1%.

Mr. Grogam, Division Manager of Lee Telephone Company,
testified to concurring with uniform toll rates. In his
letter of February 25, 1972, the affect on Lee's rates of
return were calculated using the estimate of the toll
revenue increase as provided hy Bell.

Mr. Harris, President - General Manager of Lexington
Telephone Company, concurred vith uniform intrastate message
toll and WATS rates. Mr, Harris presented an exhibit which
shoved bhis calculations of increased message toll revenues
to be the same as those given by Bell. Prom these revemues
he subtracted the amounts due Denton Telephone Company,
Reeds, Churchland and Piednont Telephone Memhership
Corporation.

Mr. Hupman, President of Mebane Home Telephone Company,
concurred with uniform intrastate toll rates and agreed with
the toll increases given by Bell for his company.

Nr. Suther, VYice President and General Hanager of
nooresville Telephone Company, had no further testimony than
that given in their affidavit.

Mr. Blades, III, Vice President of Norfolk and Carolina
Telephone and Telegraph Company, requested that the
information furnished the Commission by letter bhe accepted
as their testimony.

Mr. Groce, a private consultant representing North
Carolina Telephone <Conmpany, indicated that they felt
strongly in favoer of uniform intrastate toll rates. He also
stated that the company had proposed reductions in its rate
case petition in certain local service rates im an amount
practically offsetting the estimated toll rate increase
furnished by Bell in Docket No. P-100, Sub 26. He further
stated that they wounld consider applying the effect of this
docket, Ro. P-100, Sub 28, to their rate case in Docket No.
»=-70, Sub 105,
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Mr. Tucker, Assistant General Manager of North State
Telephone Company, indicated concurrence with Mr. Garity's
statements relative to uniform intrastate toll rates.

Mr. Jamison, Operational Vice President of Jldtown
Telephone System, concurred that intrastate ¢toll rates
should be uniform. He felt that being an REA borrower, the
increased cost of momney would prohibit flow through of
increased toll revenues to local subscribers.

Mr. Fitzgerald, of Randolph Telephone Company, presented
an exhibit as testimony and concurred with Mr. Pickelsimer's
testimony as related to being an REA borrower. His exhibit
reflected calculations using the toll revenue increases
furnished by Bell.

Saluda Mountain Telephone Company requested to be excused
from the hearing. The Commission granted their request.

Mr. Freeman, President of Sandhill Telephone Company, had
no testimony to offer other than that they had filed notice
of publication.

Mr. Cutrell, President of Service Telephone Conmpany,
concurred with all who were in favor of the uniform toll
rate structure and agreed with toll revenue increases
furnished by Bell.

Mr. Trainor, District Manager of Thermal Belt Telephone
Company, concurred in the cost study figqures given by
Southern Bell.

Mr. Bigbee, Vice President and General Manager of United
Telephone Company of the Carolinas, indicated his company
concurred in wuniform toll rates for both WATS and messaqge
service. Mr. Bigbee stated that they disagreed slightly
with the toll revenue increases given by Bell. The reasons
for these differences were the same given in the P-100,
Sub 26 proceeding.

Mr. Noyes, Budget Director and Finance Supervisor of
Continental Telephone Service Corporation - Southeast
Division, represented First Colony Telephone Company,
Western Carolina Telephone Company and Westco Telephone
Company. He presented exhibits showing the revenue effect
of a 1% increase in Bell's intrastate rate of return on the
rate of return for the combined operations of Western
Carolina Telephone Company and Westco Telephone Company.
For vear ending Pebruary 29, 1972, their rate of return
would change from 6.08% to 6.33% due to the 1% increase.
For vyear ending Fehruary 28, 1973, the change would be from
5.82% to 6.09%. These percentages were arrived at using the
revenue increases furnished by Bell. Mr. Noyes further
stated that they concur in uniform intrastate toll rates for
the State of North Carolina. He had no prepared information
to submit on behalf of First Colony Telephone Company.
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The final witness in this case was Allen J. Schock, Staff
Accountant for the North Carolina Utilities Cowmmission. MNr.
Schock prepared exhibits showing the change in each
conpany's rate of return on net investment and rate of
return on equity. He used revenue increases furnished by
Bell and used other necessary fiqures furnished by the
independents in responrse to Docket No. P-100, Sub 26. The
effect of P-100, Sub 28 was added to the P-100, Sub 26
figures. The rate base used for each conpany vas net
investment for the year ending July 31, 1971.

Mr. Hipp offered by reference to the proceedings of this
case the testimony and exhibits in Docket No. P-55, Sub 681
not already offered.

FINDINGS OF FRACT

(7Ty Applicant has toll settlement agreements with all
telephone companies operating in ©North Carolina and has
requested an increase in intrastate toll rates in an amount
of approximately $5,141,000 to offset additional toll
settlements to said companies if Bell's reguest for
increased local and toll rates is granted.

(2) Applicant now settles vwith most of the larger
connecting companies by contracts referred to as Ycostt" and
"division of revenue" contracts. Said contracts inglude a
provision which takes into consideration Applicant's
combined intrastate rate of return on both local and toll
service and, thereby, increases connecting companies!
settlements whenever Applicant's local exchange service
revenues increase, If only the intrastate toll rate of
return is used in lieu of the combined local and toll rate
of return, no additional settlements revenue would bhe
generated unless there is a net increase in Bell's toll
revenunes, Settlement based upon a toll rate of return is
both feasible and desirable.

(3) If wide area telephone service rates were raised for
all telephone companies under the FJurisdiction of the
Commission to the same level of rates as ate now authorized
for Southern Bell, Bell would receive $84,460 annually in
additional revenues and that the balance of the telephone
companies as a group would receive $19,364 in additiomal
annual revenues,

CONCLOSIONS

(1) The Commission concludes that Applicant has proposed
higher intrastate toll rates in its application to offset
additional connecting company settlements ¢that would be
involved if Applicant does receive an increase in rates, be
it an increase in local, toll or a combination of local and
toll rates, The Commission further concludes that the toll
users throughout the State of North Carolina should not be
.pénalized just because Applicant's rates are increased to
its own local exchange subscribers.
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{2) The Commission concludes that toll settlement
contracts between Applicant and its connecting companies in
North Carolina settling on a %cost" or "division of revenue"
basis should be revised to incorporate a provision that the
present combined intrastate local and toll rate of return be
restricted to intrastate toll rate of return and, thereby,
in effect remove the connecting companies from a partnership
with Applicant in its local service operations and restrict
the partnership to toll operations only.

{3y It is further concluded by the Commission that
uniform wide area telephone service rates in North Carolina
are equitable and in the public interest.

(3) It is further concluded by the Commission that wide
area telephone service rates should be set uniformly at the
current rates as now authorized for Southern Bell, and that
if Bell is allowed any increase in its application for
increased revenues in Docket No. P-55, Sub 681 a credit of
$84,460 from this proceeding should be deducted therefrom.

[ SEE ERRATA ORDER, P-100, Sub 28 dated July 3, 1972]
IT IS, THEREFORE, ORDERED AS FOLLOWS:

(1) That Applicant shall renegotiate all cost and
division of revenue toll settlement contracts vith
connecting companies in North Carolina nov being settled on
a combined local and toll rate of return toa toll rate of
return only to be effective January 1, 1973.

(2) That Applicant shall report to the Commission the
progress made in reneégotiating contracts as covered in the
preceding Ordering Clause sixty (60) days from the date of
this Order and each sixty (60) days thereafter until all
said contracts have been renegotiated to a toll rate of
return only.

{3) That +the request for increased intrastate toll rates
in this proceeding is hereby denied.

(4) That all telephone companies under the jurisdiction
of the Commission shall take steps to place into effect
intrastate wide area telephone service rates equal to those
heretofore approved for Southern Bell in Docket No. P-55,
Sub 650 and attached hereto in Appendix ®#A" effective July
1, 1972,

{5) That all telephone companies under the jurisdiction
of the Commission offering intrastate wide area telephone
service only.

{3) That the request for increased intrastate toll rates
in this proceeding is hereby denied.

(4) That all telephone companies under the jurisdiction
of the Commission shall take steps to place into effect
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intrastate wide area telephone service rates equal to those
heretofore approved for Southern Bell in Docket WNo. P-55,
Sub 650 and attached hereto in Appendix "a" effective with
bills render=sd on or after the next billing date or dates
five days folloving the release of this Order.

(5) That all telephone conpanies under the jurisdiction
of the Commission offering intrastate wide area telephone
service shall file necessary revised vwide area telephone
service tariffs reflecting the rates as shown on Appendix
AA® attached, to be effective as 6f the dates prescribed
above.

(6) That all of the wide area telephone service tariffs
novw under suspension in this Docket are hereby cancelled.

{7) That a sum of $84,860 resulting from uniform wide
area telephone service rates be credited to any additional
revenue the Cammission may grant in Docket HNo. P-355,
Sub 681.

TISSUED BY ORDER OF THE COMMISSIOR.
This the 30th day of June, 1972,

NORTH CAROLINA UTILITIES COMMISSION
Ratherine M. Peele, Chief Clerk
(SEAL)

APPENDIX A"
INTRRSTATE WIDE AREA TELEPHONE SERVICE (WATS) RATES
DOCKET HO. ,P-100, S5UB 28

Full time service, per month $550, 00
Measured time service:
Initial period, per month:

Ten hours $200.00
Additional hour:’

First five, each 3 15.00

Pach additional $ 13.00

DOCKET NO. P-100, SUB 28
BEFORE THE NORTH CAROLINA UTILITIES COHMISSION

In the Matter of
Investigation of Intrastate Toll Rates and
Charges of all Telephone Companies under ) ORDER
the Jurisdiction of the Forth Carolina Y CORRECTING
Utilities Commission }y EREBORS

BY THE COMMISSION: It appearing to the Commission that
clerical error occasioned certain misstatements and errors
in the ordering paragraphs of its order dated June 30, 1972,
in this docket and the Commission being of the opinion angd
concludes that the ordering paragraphs herein should be
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stricken in their entirety and the ordering paragraphs
herein contained be substituted therefor.

IT IS, THEREFORE, ORDERED AS POLLOWS:

{1} That the ordering paragraphs in the Copmission's
order dated June 30, 1972, in Dopket Ho. P-100, Sub 28 be,
and +the same are, hLereby stricken in their entirety; and
that the following ordering paragraphs be, and the same are
hereby, substituted therefor:

WORDER
IT IS, THEREFORE, ORDERED AS FOLLOWS:

(1) That Applicant shall remnegotiate all cost and
division of revenue toll settlement contracts with
connecting conmpanies in North Carolina novw heing settled on
a conrbined local and toll rate of return to a toll rate of
return only to be effective January 1, 1973.

{2) That Applicant shall report +to the Coamission the
progress made in renegotiating contracts as covered in the
preceding Ordering Clause sixty (60} days from the date of
this Order and each sixty (60) days thereafter until all
said contracts have been renegotiated to a toll rate of
return only.

{3) That ¢the request for increased intrastate toll rates
in this proceeding is hereby denied.

(5 That all telephone companies under the jurisdiction
of the Coummission shall take steps to place iato effect
intrastate wide area telephone service rates equal to those
heretofore approved for Southern Bell in Docket Wo. P-55,
Sub 650 and attached hereto in Appendix "A" effective with
bills rendered on or after the next billing date or dates
five days following the release of this Order.

{5) That all telephone companies under the jurisdiction
of the Conmission offering intrastate wide area telephone
service shall file necessary revised wide area telephone
service tariffs reflecting the rates as shown on Appendix
nan attached to be effactive as of the dates prescribed
above,

(6} That all of the wide area telephone service tariffs
nov under suspension in this Docket are hereby cancelled.

(7Y That a sum of $84,460 resulting from uniform wide
area telephone service rates be credited to any additional
revenue the Commission may grant in Docket BNo. P-55,
Snb 681.7

.ISSUED BY ORDER OF THE COHMISSION.
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This the 3rd day of July, 1972

RORTH CAROLINA UTILITIES CONMISSION
Katherine f. Peele, Chief Clerk
{SEAL)
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DOCKET NO. E-2, SUB 203
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Caroclina Power £ Light )

Company for a Certificate of Public )

Convenience and Necessity under Chapter )

287, 1965 Session Laws of Forth ) ORDER GRANTING
Carclina (G.S5. 62-110.1) Anthorizing ) CERTIFICATE OF
Construction of New Generating Capacity ) PUBLIC CONVENIENCE
in Southwestern Wake County, North ) AND NECESSITY

Carolina (Shearon Harris ¥aclear )
Electric Generating Plant). )

HEARD IN: The. Commission Hearing Room, Ruffin Building,
Raleigh, North Carolina, on November 23, 1971,
and November 24, 1971

BEFORE: Chairman H. T, Westcott, Presiding;
Comnissioners John W. McDevitt, Marvin R.
Wooten, NMiles H. Rhvne and Hagh A< Wells

APPEARANCES:
For the Applicant:

Sherwood H. Smith, Jr., Esquire

Charles D. Barham, Jr., Bsquire

Carolina Power § Light Company

P. 0. Box 1551, Raleigh, North Carolina 27602

For the Intervenor:

Thomas B. Anderson, Jr., Esquire

Thomas F, Loflin, III, Esquire

Loflin, Anderson, and Loflin

P. 0. Box 1315, Durham, ¥Worth Carolina

Por: Conservation Council of North Carolina

For the Conmissioh's Staff:

Edward B. Hipp, Esqguire
Commission Attorney
P. 0. Box 991, Raleigh, Worth Carolina 27602

BY THE COMNISSION: This proceeding was instituted on
August 23, 1971, by the filing of application by carolina
Power § Light Company (CPEL) for a Certificate of Public
Convenience and Necessity aunder G.5. 62-110.1 to construct
new dJgenerating capacity identified as the Shearon Harris
Huclear Electric Generating Plant on a site in Sounthwestern
Wake and Southeasterm Chatham Counties. By Order of the
Commission dated September 10, 1971, Notice of the
application was reguired to be published in newspapers of
general circulation in Wake and Chatham Connties. on
Septembher 10, 1971, the <Comnmission, on its own motion,
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issued an Order setting public hearing on the application
for ~Rovember 23 and 24, 1971, in the Comnission Hearing
Room, Raleigh, North carolina. The order further stated
that CPEL would have the burden of proof to support its
application by testimony of qualified wvitnesses together
with exhibits and data and to establish for the record
through competent testimony and evidence dJustification for
the proposed plant from economric, powver supply requirements,
reliability, and environmental viewpoints.

i Under the application for a Certificate of Public
Convenience and Necessity, CPSL propsses to construct four
nuclear fueled steam-electric generating units each wvith an
initial capability of 200 megawatts on an 18,000 acre site
in Southwestern Wake and Southeastern Chatham Counties
approximately 20 miles Southwest of Raleigh, North Carolina.
The nuclear stear supply systens will be of the pressurized
vater type and the output of the gemerating units will be
delivered through step-up transformers to Applicant's
transmission system. The first wunit is scheduled to bhe
placed in service 1in March 1977; the second unit in March
19783 the third unit in March 1979; and the fourth wunit in
March 1980.

On NWovember 12, 1971, Petition to Intervene was filed with
the Comnmission by the Conservation Council of North
Carolina, Box 5065, Greensboro, North Carolina. The
Conmission issued its Order on November 17, 1971, allowving
this Intervention.

Public thearings were held in the Conmission Hearing Roon,
Raleigh, Worth Carolina, on November 23 and 24, 1971, with
counsel for all parties appearing and participating as shown
heretofore. The Applicant offered testimony and exhibits of
its witnessas, Nr. Wilson W. Morgan, Manager of System
Planning, Carolina Power & Light Company, and Mr. Patrick 9.
Hovwe, Manager of Environmental and Technical Services,
Carcglina Power & Light Company. The Commission Staff
through coopetation with the Department of WNatural and
Econonic Resources, the State Board of Health and YNorth
Carolina State University offered testimony and exhihits of
its witnesses, Dr, Arthur ¥. Cooper, Assistant Secretary for
Resource Hanagement, Department of Natural and Bconomic
Resources; Hr. Darwin L, Coburm, Chief of ¥ater Quality
Division of the Department of Water and Air Resources; Dr.
Thomas 5. Elleman, Professor of Nuclear Engineering, Worth
Carolina State UOniversity; Dr. Raymond L. Murray, Head,
Nuclear Engineering Department, North Carolina State
University; and Mr. Dayne H, Brown, Chief, Radiological
Health Section, Sanitary FPngineering Division, North
Carolina State Board of Health. Public witnesses offering
testimony were #r. Jerome Kohl, H#r. Bobby W. Poe, HNr.
Woodrow Goodwin, Hr. Michael Alford, Hr. Wallace Womble,
Mr. James A, Stephens, Dr. Marvin Moss, Mrs. Joyce Anderson,
Ar. Eugene Eaqle, Jr., and Mr. Robert Dodge.
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TESTINOHY OF APPLICANT'S WITNESSES

HMr. ¥ilsor ®. Horgan: HNr. Rilson W. Horgan, Manager of
Systenm Planning, Carolina Power & Light Company, testified
and offered evidence as +to the economic justification,
systen reliability and power supply regquirements of the
proposed Shearon Harris Nuclear Electric Generating Plant
{sonetimes referred to hereinafter as the MHarris Plant").

Br. Morgan testified substantially as follows:

In reference to system reliabhility and plant necessity,
vhile the average use of electricity nationally has doubled
in the last ten years, electrical demand on the CPEL systenm
has doubled in the 1last six vears, and Company Jload
forecasts predict that the system peak demand for 1977 will
be more than dowble the peak demand of 1970. The annual
peak load increased from 1,749 megavatts in 1964 to 3,484
megawatts in 1970, an average annual grovth rate of 12.2%,
and the peak load is expected to increase to 9,912 megavatts
in 1980, a ten-year average anmal increase of 11%.
A reserve margin of approximately 18% is considered
desirable for the Company's system to provide reliable
service. If each of the four units of the proposed Harris
Plant are placed in service on the schedule proposed by the
Company, the Company's reserve margins will be 22.2% in
1977; 21.4% in 1978; 19.7% in 1979; and 16.4% in 1980;
hovever, without the additional cavacity of the proposed
Harris Plant, the Company's reserve margins would be 9.9% in
1977, and in 1978 through 1980 the Company would not have
available generating sources sufficient to meet its loads.
A one-year dalay in each of the Harris unit schedules would
vield reserve margins of 10.3% in 19785 9.7% in 1979; and
7.3% in 1980.

The proposed plant site is advantageously located between
thcee of the Company'!s largest load centers and can readily
be integrated into the Conmpany's 230 kilovolt (KV)
transmission netvork. Future plans call for the
construction of a 500 KV transmission line from the Wake
Substation to the Richmond Substation routed through the
proposed Harris site to give the Company a strong 500 KV
transmission backbone, 1In the event of a loss of capacity
at the Harris Plant, all of these transmission circuits
would combine to form alternate sources for transmitting the
pover to meet the Company's leoads, either from the Coapany's
ovn generation or from neighhoring systens.

The Company made a cost study to coupare the economics of
generation from either a fossil fueled or nuclear fuoeled
stean electric generating plant. The conponents of
generation costs used in this study included fixed charges
on investnent, operation and wmaintenance, fuel, and
insurance.

The study indicated that the 1lower fuel cost of the
nuclear plant more than offsets the higher plant cost and |
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heat rate of the nruclear plant. A nuclear fueled plant
. rTepresents an annual cost advantage of $10.12 per kilowatt

over a coal fueled plant and $7.50 per kilowatt over ah oil
fueled plant. The capitalized value of this cost advantage
for a four unit, 3,600 megavatt nuclear fueled plant was
estimated to be $249,534,000 when compared to a similar size
coal fueled plant, and $184,932,000 when compared to a
similar size oil fueled plant. To be competitive with
noclear fuel, coal would have to be available in future
vears at a levelized cost of 34.82 cents per million BTU and
0il would have to be available in future years at a
levelized cost of #2.82 cents per million BTI.

The proposed Harris Plant is estinated to cost
£1,107,289,000, including site and lake developnent, plant
construction, initial Ffuel for each unit, and an allowance
for escalation or inflation until the plant is completed.
Fxcluding site related costs wvhick were not considered in
the fossil versus nuclear study, the projected cost for the
Harris Plant is almost the same as that develaped in the
fossil versus nuclear study in terms of annual cost per
kilowatt for energy dgeneration. The Conpany filed a late
exhibit showing a breakdown of the $1,107,289,000 estimated
plant cost by FPederal Pover Comaission account and sub-
account numbers.

Mr. Morgan summarized his testimony by étating:

"The dgeneration proposed for the Shearor Harris Nuclear
Power Plant is required as scheduled to provide reliable
electric service to the public in the CPEL service area; and
the proposed plant at the site selected is the most
economical and reliable electric generation which the
Company could install to serve its forecast load and provide
an adeguate margin of reserve.™

On cross-gxamination, _and ir response to questions from
the Bench, Mr. Morgan testified substantially as follows:

The complete method of load forecasting nov in use by the
Conpany is new and thereby, has not been available for
conparison of forecast to actual results. Many 115 KV
transaission 1lines would be converted to 230 KY by
constructing nev ™H" frame towers and conductors in old
115 KV rights-of-wvay. The Harris Plant will achieve the 80%
rlant capacity factor used in the nuclear-fossil econonic
studies even though the highest predicted plant capacity
factor for CPEL in 1972 is 70%.

Several sites were considered and the Company considered
the proposed site as the best. By 1980 approximately 50% of
CPEL's generating capacity will be nuclear powvered. The
predicted unit cost of nuclear fuel is constantly below the
predicted fossil fuel cost for the next ten years. The lake
is adegquate to support gemeration capacity in addition te
the Harris Plant.
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The nuclear steam supply system for the proposed plant is
to be supplied by Westinghouse under a contract that has
been consummated and completed. The proposeil 3,600 MW plant
equals about 80% of the Company's present total systenm
capacity. The estimates given in the Company nuclear versus
fossil study reflect the Westinghouse contract prices. The
$1,050,000, 000 or $276 per kilowatt estimate for the
proposed plant excludes fuel cost, but includes the
Westinghouse contract costs and escalation factors. This
$1,050,000,000 is presently the best Company estimate of the
project cost.

Sites were under consideration as possible generation
plant sites several years before CPEL entered into contract
in the Spring of 1971 with Westinghouse for the nuclear
steam supply system for the proposed plant.

The Company is presently initiating studies for the early
1980's. The lead time for approval and construction of
nuclear facilities has extended until seven or eight years
are needed from the time of the final decision to install
capacity to the in-service date of that capacity.

Hr. Patrick W. Howe: Mr. Patrick W. Howe, Manager of
Environmental and Technical Services, Carolina Power & Light
Company, testified and offered evidence as to the location,
description, environmental effects, safety and reliability
of the proposed Harris Plant and site.

Mr. Hove testified substantially as follows:

The proposed site is located on about 18,000 acres of land
in Southwestern Wake County and part of adjoining Chatham
County about 20 miles Southwest of the City of Raleigh and
15 miles Northeast of the Town of Sanford. The proposed
site will consist of a large main reservoir with a surface
area of 10,050 acres of water impounded at a normal water
level of 250 feet above mean sea level by a dam on Buckhorn
Creek near Corinth; an afterbay reservoir with a surface
area of 450 acres of water impounded at a normal water level
of 199 feet above mean sea level by a dam near the mouth of
Buckhorn Creek; and a nuclear power plant in the vicinity of
Bonsal in Wake County. The cooling reservoir will be
supplemented from the Cape Fear River when the evaporative
losses of the reservoir exceed the drainage into the
reservoir, provided that the flow in the Cape Fear River is
not lowered below 200 cubic feet per second (cfs). The land
for the exclusion area, the dams, dikes, channels,
relocation of roads and railroads, and the land required to
handle an inflow resulting from the probable maximum
flooding conditions, i.e., 260 feet above mean sea level, in
addition to the cooling reservoirs and plant site is
included in the approximate 18,000 acre site.

The "exclusion area"™ is the area surrounding the reactor
in which the reactor licensee has the authority to determine
all activities 1including exclusion or removal of personnel
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and property from the area; and for the proposed Harris
Plant, the radius of the exclusion area has been established
to be 7,000 feet, The "low population zone" is the area
immediately suwrrounding the exclusion area which contains
residents, the total number and demnsity of wvhich are such
that there 1is a reasonable probability that appropriate
protective measures can be takemn 3in their behalf if an
accident were to occur in the plant; and the low population
zone for the Harris Plant is proposed as 3 miles, including
less than 505 persons based on the 1970 census.

The four units of the proposed plant will have separate
turbine generators, nuclear steam supply systeas, and
containment buildings while Units 1 and 2 and Units 3 and &
will share tvo waste disposal systems and all four units
¥ill share one fuel bhandling system. The units will be
pressurized water reactors with three closed reactor coolant
loops, similar to other units under construction or
operating, including the Company's Robinson Unit No. 2.

In regard to the future availability of nauclear fuel, an
Atomic Energy <Connission (AEC) analysis of reasonably
assured and estimated reserves indicates that there are
approximately 1.07 pillion tons of uranium available at a
price under %10.00 per pound and 1.6 million tons at i price
under $15.00 per pound. The cunulative requirements for the
nuclear industry through 1985 are projected to be 0.45
2illion tomns. An adequate =supply of reasonably priced
nuclear fuel should be available during the expected life of
the Harris units because of the anticipated discovery of
more domestic reserves, the availability of discovared and
undiscovered foreign reserves, the improvement in the
current utilization of uranium, the utilization of thorium,
the utilization of plutonium in light wvater reactors and the
introduction of the fast breeder reactor.

In regard to the disposal of radioactive wastes, for the
nost part radiocactive materials will be contained within the
fuel elements in the reactor vessel and any radicactive
materials which escape from the fuel or are activated within
the reactor will be contained in the reactor coolant which
will be a completely enclosed system housed within the
containment building. Gaseous and liquid radiocactive
naterials will be removed from the reactor coolant under
controlled conditions and any small quantities of
radicactive materials that escape the reactor coolant
through leakage will be contained and processed through
various waste processing systems to limit the radioactivity
ipn effluents from the plant to a ninimun. The plant
radicactive wastes will be recycled, Filtered, stored,
concentrated, and reduced to small guantities that can he
contained for extended periods and ultimately shippel to a
licensed waste disposal facility, probably the Chem Nuclear
Company in Barnwvell, South Carolina, or the Nucleacr
Engineering Company in Morehead, Rentucky. The radiocactive
effluent from the proposed Harris Plant will be well within
the linits set forth in the Code of Pederal Regulations.
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In regard to licenses and permits required for the
construction and operation of the Harris Plant, at least
eight mador permits, licenses or approvals, including a
Construction Permit from the AEC, a Certificate of ©Public
Convenience and Necessity from the Worth Carolina Utilities
Commission, a Waste Water Discharge Permit from the North
Carolina Board of Water and Air Resources, a Haste Water
Discharge Permit from the U. S. Army Corps of Engineers, a
Lake Construction and TInpoundant Permit from the North
Carolina Board of Health, the Approval of PRoad Relocations
by +the County Commissioners and the North Carolina Highway
Commission, a Permit to obstruct navigable airways from the
Federal Aviation Agency and a Facility Operating License
frotd the AEC are required. Applications will be submitted
for +those permits and licenses for which applications have
not already been made as plans for the project are developed
and as the comnstruction schedule reqmires.

In regard to the environmental <Justification of the
proposed site location, the area is rural and sparsely
populated, with the proposed development of the 18,000 acre
site relocating only 50 families. All major highways and
railroads in the area will be either unaffected or relocated
to provide .continuity of service anl no oprivate property
ovners will be denied access to their property. There are
no active faunlts in the area and the nearest fault, inactive
for over 125 wmillion years, is about four miles from the
plant area. Five other possible areas in addition to the
proposed Harris Plant Site were considered but of the sites
cohsidered, the Harris site involved the 1lecast nunber of
conflicts with existing land uses and the minimal reloeation
of people.

In regard %o thermal discharges from the proposed Harris
Plant, under norrmal operating conditioms, the plant would
reguire 2,520,000 gallons per minute of cooling vater.
Under full load conditions the temperature of the water
would be raised by 20° to 25° F in passing through the
various sections of the reservoir. Onder the most adverse
S5-day meteorological conditions on record, the water would
be cooled to within 12 ¥ o? the equilibrium temperature at
the point of discharge from the afterbay reservoir.

On cross—-aexanination, Nr. Howe testified substantially as
follows:

The nean £flow of the Cape Fear River at Buckhorm Dar for
the past 22 years has been above the 200 cfs nininua wvater
withdrawval requirement; however, the New Hope Ressrvoir
could affect the flow of the Cape Fear River, but the flow
vould not be reduced significantly erough to threaten the
200 cfs threshold. There are no controls on the future
influx of people into the lovw population zone: however, any
increase in population due +to the ‘reservoir becoming a
recreation area will be in a transitory nature. TIn regard
to the Emergency Core Cooling System [ECCS) tests perforped
by the Idaho Wuclear Corporation, tests vere performed on a
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sepi-scale model which had a number of dissimilarities to
the pressurized wvater system designed for the Harris Plant.
The Company is factoring into the design of the Harris Plant
ECCS a broad variety of recent ECCS tests. The Company can
of fer full assurance that ewmergency core cooling systems
vill prevent serious fuel deformation, serious clad rupture,
and will not constitute any jeopardy to the public health
and safety. If the highly improbable situation cccurred ip
vhich all engineered redundancies failed and the core
melted, then the molten core would melt through the botton
of the reactor and into the earth.

No one has intentionally had a less of coolant accident to
test the ECCS but numerouns full scale simulations have been
performed and HMr. Howe "is confident" that the ECCS vill
work. Under five-day adverse meteorological conditions, the
circulating water temperature would be 111° F as it left
the plamt, 95° F as it passed a point nearest the main danm
(approximately 0.6 niles) and 91° when it re-entered the
plant, ©On an average day in July, the circulating water
would leave the plant at 105° F and re-enter the plant at
85.20 F, The Company has an aggregate of $560,000,000
liability insurance for the Harris Plant.

TESTIMONY OF WITHWESSES
PRESENTED BY COMNYSSION STAFF

Dr. Arthur Cooper: Dr. Arthur Cooper, Assistant Secretary
for Resource Management, North Carolina Department of
Natural and Economic Resources, testified substantially as
follows:

The responsibilities, of the Department of Natural and
Economic Resources relate to water and air resources,
vildlife, forestry and recreation. The Department will
exercise its statutory povers to the utmost ertent possible
to insure that the proposed facility will be compatihle with
its environmental setting, will be constructed with a
minimam destruction of natural resources and ¥ill pose no
undue environmental hazards. The Department has not had the
opportunity to review and approve the company's proposal for
environmental control measures and the Department of Water
and Air TResources has not made positive certification with
respect to the Company's compliance with applicable State
Statutes; thowever, in conferences with Company officials,
the Department has bheen assured that the Company will comply
with all environmental control requirements. The Department
will urge that CPEL utilize land adjacent to the impoundment
for forestry purposes inasmuch as the impoundment will
destroy some productive forest areas and that CPEL develop a
master plan for cecreation on the resecvoir.

The folloving points were among those brought out in Mr.
Loflinls cross-exanination of Dr. Cooper:

The Department of ¥Natural and Economic Resources does not
possess statutory authority to reguire CPEL to enhance
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wildlife resources, to use adjacent lands for forestry
purposes, or to develop a master recreation plan. The only
studies on the impact of the environment of this project
that the Department has reviewed came from CPEL.

The following point was brought out in Mr. Smith's cross-
examination of Dr. Cooper:

The Department has witnessed no indication that CPSL would
not do everything that it is required to do with any agency
with which it may be in contact concerning the proposed
Rarris Plant.

Dr. Thomas S. Elleman: Dr. Thomas S. Elleman, Nuclear
Engineering Professor, WNorth Carolina State University,
testified on the general area of reactor safety and the
experience with nuclear power which has been gained in this
country over the past several years.

Dr. Elleman testified substantially as follows:

Nuclear-electric gqenerated power is growing at an
extremely rapid rate with twenty nuclear plants in operation
and over one hundred more in the planning or construction
stage. This rapid growth and the fact that nuclear reactors
represent a relatively new and unknown source of energy has
resulted in a reaction by various groups around the country
against the continuing expansion of nuclear power. This
public concern has properly served to increase interest in
plant safety, but there are far too many instances when
emotional, rather than factual, argquments are used to oppose
plant construction.

The two major questions of public concern are: "(1) Are
nuclear plants safe?" and " (2) Do the radiation levels which
are produced by an operating nuclear power plant constitute
a potential hazard to the general public?"

ITn regard to nuclear plant safety, the standards which
have been applied to nuclear design, quality control and
general safety have far exceeded those of almost every other
industry, resulting in a nuclear industry which has an
outstanding safety record. There is no documented instance
of harm to a member of the general public as a consequence
of a nuclear plant accident. From the initial request for
construction through the issuance of a final operating
license, a nuclear reactor power plant is subject to a
thorough program of nuclear safety review. The AEC,
Government Taboratories and industry review in detail the
design features of a plant to insure that the plant |is
safely designed and that adequate safety systems are present
to forestall any conceivable emergency. The burden for
demonstrating plant safety is placed on the power company
and its contractor. The approach to safety is the
consideration of the various accidents which could occur
with a nuclear plant and the inclusion of adequate redundant
safety systems to prevent these accidents. The concept of
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redundant safety systems requires that separate safety
channels which operate completely independently of each
other be included to handle each potential problem in order
that failure of any one system can be backed up by a
separate and distinct system. Safety is and always has been
a prime consideration in the plant design and opesration,
There are, however, legitimate safety concerns with nuclear
plants and considerable effort is being expended in national
and industrial laboratories to obtain as much information as
possible on these potential problems.

The following are examples of these problens:

(1) Too little reactor operating experience to prove that
the probability of a serious accident is extremely small;

(2) 9puestions concerning the efficiency of the emergency
core-cooling systems and the likely accelerated Government
research in this area;

(3) Problems concerning the processing, handling and
storing of reactor wastes; and i

{#) Insufficient experience +o completely evaluate the
procedures employed during reprocessing of spent reactor .
cores.

However, Dr. Elleman stated, "All of these problems seen
to have reasonable technical solutions, and I personally
believe that acceptable solutions can be found.", and "I
personally regard nuclear plants as both safe and desirable,
once it has been established that a real need for the
electricity exists.®

In regard to radiation levels produced by nuclear power
plants, the levels of radioactivity which are permitted are
in the Code of Federal Regulations 10-CFR-20. These maxinum
allovable concentrations derive from gunidelines developed by
the Fational Committee of Radiation Protection which
reviewed all available data on radiation effects on
biological systems and arrived at a concensus on the
radiatjon levels, with suitable safety margins, which carry
a negligible probability of an adverse effect.

Fhile the AEC and scientific radiation protection groups
regard these levels as safe, the ABC has reqgumested that
radioactivity levels he kept as low as is practicable and in
June 1971 the AEC proposed an amendment to 10-CPR-50 vhich
lovers the acceptable exposure level of radioactivity by a
factor of more than one hundred. Under the nev gujdelines,
raximur exposure ¢to an individual wounld be no more than %
millirems (mrem) per year and the average exposure to Jlarge
population groups would be less than one mrem per year.
This exposure compares to a typical chest x-ray wvhich car
give an exposure of 150 mrem, to the typical exposure fron
the natural backgrounrd@ radiation in the Raleigh, North
Carolina, area of 125 mrem per year, to a 20 mrem per year
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exposure from the maturally occutrring potassium (K Exp30) in
the bedy, and to regions in the vorld where annual exposures
from matural radiocactivity are ih excess of 1,000 mrem per
year. Dr. Elleman stated, "It is my persomal conviction
that nuclear plants provide acceptable radiation levels Ffor
the general public and adegquate safety margins for
operation. I regard them as a more satisfactory source of
electric power than coal-fired steam generators which emit
undesirable gases and consume valuable natural resources."

Dr. Elleran summarized his testimony and opinions by
stating, "As a citizen I am concerned ¢that rapid and
uncantrolled expansion of electric generating plants is not
in the best long-term interest of our country. I believe
that there is a strong need for a group which will develop
growth objectives for hoth our impediate area and the State
and will seek means for inplementing these objectives.
However, once it has been clearly established that an
electric gensrating plant is needed, then I regard a nuclear
pover plant as both the safer and cleaner alterrative to a
conventional steam generating plant.n

The following points were among those hrought ocut in Mz.
Loflin's cross-examination of Dr. Elleman:

The redundant safety systems have been nodeled with
typical models and presented in computer programs which
sinmulate the system and related experiments that can be
checked have bheen tested against these models.

It has not, imn all cases, been possible to test the
systems under an operational model. Imn a hypothetical case
of a complete failure of the primary coolant line and
complete failure of the emergency coolant system so that no
cooling water gets to the core, the fuel inventory would
begin to heat, fuel rods would distort and eventually melt
to the bottom of the reactor vessel. The AEC limits the
exposure lewels in the event of a core meltdown accident +to
approximately 256 mrem total body exposure and 200 wret
thyroid exposure. The Safety Analysis Reports for nuclear
plants report levels for core neltdown accident analysis
below the ARC quidelines.  These exposure levels would °
produce Mdetectable genetic changes™ if large populations
{tens of thousands) were exposed. MHo adverse. effect would
‘be detected in an individual if relatively few people
(several thounsand) were exposed.

There could possibly be a break in the containment vessel
during this hypothetical situation if no additional cooling
was experienced.

The X8aho tests were conducted on a 13-inch diameter
sinnlation of a reactor and the model is too dissimilar from
a2 large operative reactor to extrapoelate the five test
failures. The best tests of the ECCS are the large Scale
mock-up tests vhich have been conducted in larger
facilities.
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The ¥ASH 740 report by the AEC in 1957 predicts radiation
releases that would produce substantial hazard to the
public; however, the initial assumptions in the analysis are
not true of an actual operating plant. Purthermore, the
releases assumed are believed to be far higher than what one
would get from an actual nuclear plant under the sane
assunptions.

Nuclear reactors have not been operated 1long enough
throughout the country to really make a prediction on the
frequency of nuclear accidents. The likelihood of
conditions resulting in extreme fission product releases are
s0 infinitesimally small that it 1is not regarded as
hazardous to the public of North Carolina. Dr. Elleman
stated, "I would personally be happy to live next door to a
nuclear plamt. T wonld prefer this to many other plants one
night have."

A ninority of respected scientists in the nuclear
profession believe the present generation of nuclear
reactors is unsafe, The 1levels of radiocactive releases
allowed by the new AEC guidelines are acceptable to most
individuals in disagreement with the level acceptable under
10-CFR-20.

Uncontrolled expansion of industry in +the state counld
result in pollution of outr natural resources. The pollution
wvould come mainly from the 1influx of other industries
regardless of the electric generating source.

Dr. Raymond L. Murray: Dr. Raymond L. Murray, Head,
Department of WNuclear Engineering, Worthk Ccarolina State
University, testified substantially as follows:

The rate of consunption of oil, natural gas and coal has
increased tremendously. B8y the niddle of the next gcentury,
the exhaustion of fossil fuels will be 1in sight. The
application of nuclear fuels will relieve the pressure on
fossil fuels. The United States should apd rmust establish
an energy policy that encourages use of energy in its
electrical form, and +that involves nuclear fuoel as the
primary souwrce of energy. The present day converter
reactotrs are wasteful in comparison with the breeder
reactor; however, the converters produce raw material and
fuel necesmary for use in the breeder reactor. Also, the
experience in manufacturing and operation of the present-day
converter reactors will be of direct benefit in the breeder
program.

The gaining of experience and making maximum use of
uraniue resources and conserving fossil fuel resoutces would
appear to be a very vise move.

Mr. Davyne H. Browun: Mr. Dayne H. Brown, Chief of the
Radiological Health Section, Sanitary Bngineering Division,
Horth Carolina State Board of Health, testified
substantially as follows:
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The North Carolina State Board of Health's interest in the
Shearon Harris WNuclear Power Plant arises fron its
environmental health responsibilities concerning raw water
for public water supplies, vector control and radiation
protection. No permits and/or approvals have been issued at
this time. However, prior to the impoundment of Buckhorn
Creek waters, the following two items must be resolved.

(1) Assurance mnust be given to the State Board of Health
that the discharge from the ©proposed lakes will not
adversely affect the Cape Fear Piver as a source for public
wa ter suppliss located downstream; and

(2) The Carolina Power & Light Company (CPSL) must apply
for and receive a State Board of Health permit to impound
water. The permit application shall assure compliance with
the impounded water regulations of the State Board of
Health.

The State Board of Health does not have regulatory
jurisdiction over the on-site operation of nuclear reactors,
hut it does have jurisdiction off-site with a significant
interest and responsibility for the radiological health and
safety of North Carolinians living in the area of influence
of nuclear rszactors.

During the review process and prior to the operation of
the Shearon Harris Nuclear Power Plant, the Board of Health
will work toward the following ohjectives:

To insure that the plant will be operated without
endangering the radiological health and safety of North
Carolina citizens;

To insure that CPEL's preoperational and operational
radiation surveillance programs are adequate;

To arrang2 for routine State Board of Health review of
plant radioactive effluent and environmental surveillance
data and reports:

To arrange means for the State Board of Health to confirm
the validity of CPEL's environmental sample analyses;

To assist CPEL in developing an emerqgency plan which will
cope with any accident involving release or threatened
release to the environment of hazardous quantities of
radioactivity; and

To arrange for routine State Board of Health notification
of abnormal occurrences involving radiation protection.

If the matters previously cited which pertain to State
Board of Health responsibilities can be satisfactorily
resolved, the State Board of Health will not oppose the
construction and operation of this plant at the proposed
site in Wake County, North Carolina.
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The following are among the points brought out in Mr.

The State Board of Health does not have statutory
authority to direct CPSL's activities concernirg the Harris
Plant, The State Board of Health has no formal position on
the proposed plant presently, but construction of the plant
will not be opposed if the previously cited matters can be
resolved.

TESTIMONY OF PUBLIC RITNESSES

The following were among the points brought out by the
public witnesses:

Professor Jerome Kohl testified that the growth rate of
electrical demand doubling every seven years mnust at sonme
point in the relatively near future decrease, or the ability
to meet this A4demand will fail either financially or
physically.

Area property owners objected to the plant for reasons
including potential danger, the large number of acres of
farm and woodland to be destroyed in addition to the land
destroyed by the nearbv New Hope Dan project, land
procurement practices and prices offered by CPEL, the amount
of requirements so ostablished, and the anount of water to
be used by the plant,

Dr. Marvin Moss indicated that the large number of people
located nearhy would seem to counteract the low probability
of accidents by the potential exposure of such a large
nunter of people to danger.

Based upon the entire record of this proceeding, the
Commission makes the following

FINDINGS OF TFACT

1. That Carcolina Power & Light Company is a corporation
organized and existing under the Laws of the State of WNorth
Carolina, and is a public utility operating in North and
South Carolina where it is engaged in the business of
generating, transmitting, distributing and selling electric
power and emnargy.

2. That the Conpany's annual peak load was 3,484
megavatts in 1970 and is projected to be 9,912 MW in 1980, a
ten-year average annual increase of 11%. RBased on the 12.2%
average annual increase experienced for the last six years,
gsaid projection is found to be reasonable.

3. That a reserve margin in generating capacity of
approximately 19% is considered desirable for the Company's
system to providle adequate and reliable service.
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4. That if each of the four units of tha proposed Harris
Plant is placed in service on the schedule propaosed by the
Company, the Company's reserve mrgins will be 22.2% in
1977; 27.4% in 1978; 19.7% in 1979; and 16.4% in 1980:
however, without the additional caocacity of the proposed
Harris Plant, the Company's reserve margin would be 9.9% in
1977 and in 1978 through 1980 the Company would not have
available generating sources sufficient to meet its loads.

5. That +the capitalized cost advantage for a 3,600 MWe
nuclear plant, including predicted price escalation
information for a 20-year period, is #249,534,000 when
compared to a coal-fueled plant and $184,932,000 when
compared to an oil-Ffueled plant.

6. That the proposed Harris Nuclear Units of 900 MW each
are pressurizsd vater reactors very similar in design to
Beaver Valley I of Duquesne Light Company and North Anna
Units 1 and 2 of Virginia Electric and Pover Company which
vere recently granted construction pernits by the AFC: that
a similar unit, H. B. Robinson VNo. 2, is vpresently inm
operation by the Company:; that the estimated construction
cost of the Harris Plant and cooling TesServoir is
$1,011,600,000 with initial loads of Ffuel at a zost of
$95,689,000; that based on all considerations, economic as
vell as environmental, there is noc other alternate fuel for
generation or site location more suitable than those chosen
for the Harris Plant; that CP&L Wwill not be able to
adequately serve its certificated area if the total anmount
of pover proposad to he supplied by the Harris plant is not
available by the latter 1970's; that CPSL has the financial
ability to pay for the construction and installation of the
proposed units.

7. That the Atomic Enerqy Commission has primary
responsibility in ensuring public safety €from radiation
exposure generally as affected by the design and oneration
of the oproposed nuclear plant. An application for a
construction pernmit 1is now pending before the AEC, but the
AEC has not 7yet held hearings or granted a permit
anthorizing construction of the proposed plant.

B. That in regard to the normal planned releases or
radicactive affluents, the State Board of Health assures
that these releases will result in environnental
concentrations well below the 1linits established by the
Federal Radiation Council for protection of the vpublics: that
to insure that these lirmits are maintained, the State Board
of Health will conduct on-going and independent radiation
surveillance programs around the proposed facility; and the
Commission finds that the project mnmeets all safety
requirements so established.

9. That the Department of PRater and Air Resources,
through its agreement with the U. S. Environmental
Protection Agenzy, has primary resnonsibility over the use
and/or pollution of the water and air resources generally of
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the State: that said nepartment will study the environmental
effects of the proposed Harris Plant and cooling reservoir
and will issue permits authorizing the use of cooling water
in the plant's operation as outlined in the application only
vhen the project meets all ernvironmental requiremsnts so
established.

10. That while +the REC, the State Roard of Health, and
the Department of Water and Air Resources, have primary
jurisdiction 1in the establishment, review, and surveillance
of the design and operation of the proposed plant as it
night affect the public from radiation exposure and as it
might affect the water and air resources of the State, the
Utilities Conmission retains the over-all responsibility of
determining whether Public Convenience and WNecessity is to
he served by construction and operation of the Harris Plant.

11. That +the record reflects the safety of the plant
design. The emergency core-conoling systen and other
emergency sSifety systems have not been subjected to fully
operational tests but have been mnodeled and tested with
computer codes which indicate the design of the plant is
safe and presents no substantial hkazard to the public. The
Atomic FEnergy Conmission will conduct a full review of the
plant safety systems and has direct authority for setting of
safety standards in plant design.

12. The public convenience and necessity requires the
construction of the proposed generation facility described
in the application.

CONCLUSTIONS

The Conmission concludes that public convenience and
necessity requires construction and installation by the
Company of the nev generating capacity hereinafter
described, subject to compliance with all desigr and safety
standards which may be imposed hy the AEC or the State Board
of Health in regard to protection of the public from
radiation exposure, and by the North Carolina Department of
Water and Rir Resources for protection of the environment.

In arriving at this conclusion, the Conmmission has
considered the testirmony and evidence offered by experts
from the Company, North Carolina State University, the State
Board of Health, and ¢the Department of Hater ani Air
Resources and the responsibility delegated by Law to the AEC
in the areas of protection of the opublic from rtadiation
hazards. Considering the evidence presented and based on
the radiation limitations set by the Federal Radiation
Council and administered by the ABC and the State Board of
Health, the Commission concludes that the proposed Harris
Nuclear Plant will not have any significant adverse effects
on its environs and that, conversely, it will emit much less
volume of gases and particulate matter than similar sized
coal-fueled steam plants.
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The Commission also considered, in arriving at its
conclusions, the Company's projected power requirements for
1977 through 1980 and we have concluded that growth of power
use in the Company's service area will continue at such a
rate that the units will be required by 1977 through 1980
and that the Company should proceed to design and construct
these units as planned in the application. The Commission
concludes that, based on current fuel cost and cost
considerations as developed in this record, these proposed
units are the most economical and dependable type of
generating units the Company can provide to meet its
expected growth in demand, and that the site chosen is the
most suitable from an economic and environmental standpoint.

The Commission further concludes that it will retain over-
all jurisdiction over the design of the plant, as well as
its operation, and will require the backfitting of
technological advancements, as they become available, that
provide reasonable additional protection necessary for the
public health and safety or protection of the environment.

The Commission has considered the full impact of the
timing involved in this proceeding. At the time of the
hearing, CPSL had already chosen its proposed site, and had
placed orders for major portions of the generation systen.
In addition, CPEL had purchased a substantial portion of the
land necessary for the construction of the proposed
generation facility, some portions of these lands having
been purchased before announcement of the proposed project.

Furthermore, considering the long lead time necessary for
the careful construction of a modern generation facility,
CPEL has applied for its Certificate for the Harris Plant so
late in the planning schedule as to bring the gquestion of
jeopardy of future power supply integrity into play should
the Commission desire further information, or reject the
application completely. The Commission concludes that
similar actions may at some time in the future place the
Commission in the untenable position of being forced to
approve a facility in order to assure povwer supply
integrity, In that connection, this Commission concludes
that it is in the best interest of the public for this
Commission to have ample time to fully consider all areas of
concern before suhstantial commitments are made for the
construction of a generation facility. The record developed
in this hearing serves to emphasize the immense dimensions
of the facilities needed and required to provide electric
povwer for the future needs of the people of North Carolina.
It has become apparent to the Commission that facilities to
meet these needs must be designed and planned many years in
advance of actual construction, and that past practices have
not enabled the Commission, other interested agencies of the
State of North Carolina, or the public to be adequately
informed as to the 1long-range needs and plans for such
facilities. The Commission has concluded, therefore, that
the broad public interest requires a more definitive and
timely approach to the manner in which such electric
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generating facilities are planned, designed, certificated,
and constructel. Accordingly, within the very near future,
the Commission shall, on its own motion, initiate a general
investigation into the matters and problems associated with
the desigm, planning, certification, and construction of
major electric gemerating facilities in this State. This
general investigation will bhe so structured as to enable the
Commission to pronulgate and adopt suitable rules and
requirements to enable it to more effectively discharge its
dut ies and responsibilities in these matters.

IT 15, THEREFORE, ORDERED:

That a Certificate of Public Convenience and Necessity be,
and it is hereby, granted to Carolinra Pover § lLight Company
for +the construction of the Shearon Harfris Wuclear Electric
Generating Plant, having a nominal output of 3,600
megawatts, to be located in Southwestern Hake County, North
Carolina, as applied for in this proceeding subject to the
following conditionss:

{1}y The plant will be constructed and operated in strict
accordance with all applicable Laws and Regulations,
including the construction and operation licenses to be
issued by the Atomic Fnergy Conmission and the permits
issued by ¢the Rorth Ccarolina Department of Hater and Air
ResQurces.

{2) cCarolina Power £ Light Company shall, on a continuing
basis, promptly furnish the Conmissior with copies of
reports made by and for the Company bearing on (a) the
ecology of the cooling reservoir; {(b) the effect of the
operation of Harris WNuclear Plant on the environment; and
(c) techmnological improvements in the construction and
operation of generating facilities. Also, the Company
shall, on a continuing basis, make available for inspection
by the Comnission Staff all projections and studies made by
or for the Company regarding system load projections, systen
generation outage and reliability records (or studies), its
generation site studies (including a 1listing of possible
sites held hy any Company-ovwned affiljates}, data on nuclear
and fossil fuel sources including suppliers and costs and
any contracts executed in regard to fuel obtainment, and
data on disposal of fuel wastes.

(3) During the month of Janmary of ¢ach year, beginning
with the year 1973, CP5L shall furnish the cCommissjion with a
progress report, which shall provide information upon which
the Commission may evaluate the current status of the
construction of said facility and time at which it is
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anticipated said facility, or any part thereof, might become
operational for the generation of electric energy.

TSSUED BY ORDER OF THE COMMISSION.
This the 29th day of February, 1972.
HORTH CAROLINA UTILITIES CONMISSION
Fatherine M. Peele, Chief Clerk
(SEAL)
DOCKET WO. E-2, 50B 213
BEFORE THE NORTH CAROLIKNA UTILITIES COMNISSION
Tn the Matter of
Application of cCarolina Power & Light

Company for Certificate of Pubhlic Conven-

ience and Necessity Under Chapter 287, ORDER GRANTIRG

1965 Session Laws of Worth Carolina (6G.S. CERTIFICATE
62-110.1) Authorizing Construction of OF PUBLIC
Additional Generating Capacity Facilities COMVENIENCE

at its Roxboro Steam Electric Gemerating
Plant in Person County, North Carolina

AND NECESSITY

Tt ot vt St et il nt® ot

HEARD IN: The Coummission Hearing Room, Ruffin Building,
Raleigh, N¥orth Carolina, on September 5, 1972

BEFORE: Chairman Marvin R. Hooten, Presiding:
Comnissioners John W. ®cDevitt, Miles H. Rhyne
and Hugh A. Wells

APPTARANCES:
For the Applicant:

Shervood H. Smith, Jr., FEsquire
Charles D. Barham, Jr., Esquire
Ccarolina Power & Light Company
P. 0. Box 1551, Raleigh, Worth Carolina 27602

For the Commission's Staffs:

Fdward B. Hipp, Esquire
Commission Attorney
P. 0. Box 991, Raleigh, North Carolina 27602

~ BY THE COMMISSION: This proceeding was instituted on June
7, 1972, by the filing of application by Carolina Power &
Light Company (CPSL) for a Certificate of Public Comvenience
and HNecessity under G.S5. 62-110.1 to construct newv
generating capacity identified as the Roxboro Steam Electric
Generating Plant Onit No. 4 on its existing site in Person
County mnear Roxboro, North Carolina. By order of the
Commission dated June 27, 1972, Notice of the application
vas required to be published in a nevspaper(s) of gemneral
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circulation in Person County. en June 27, 1972, the
Commission, on its own notion, issued an Order setting
public hearing on the application for September 5, 1972, in
the Commission Hearing Roon, Raleigh, NWorth Carolina. The
order further stated that CP§L would have the burden of
proof to support its application by testimony of qualified
witnesses together with exhibits and data and to establish
for +the record through competent testimony and evidence
justification for the proposed plant from economic, pover
supply requirements, reliability, and environmental
vievpoints.

Tnder the Application for a Certificate of Public
Convenience and Necessity, CPEL proposes to construct one
720,000 KW net capacity Unit Wo. 4 addition to the Roxboro
Steam Flectric Generating Plant. This unit will consist
principally of one outdoor type reheat condensing turbine,
driving a kydrogen-cooled generator and two outdoor type
pulverized coal-fired steam generators including fans,
electrostatic precipitators and 800-foot chinney. The
generatot is rated 24,000 volts and will be connected to the
Company's 230,000 veolt transmission systen throungh a
transformer bank and an extension to the existing
switchyard. Controls for the unit will be located in the
control tToom being constructed for Unit FNo. 3 addition.
Principal fuel for the unit will be coal and the existing
fuel handling facilities will be extended to serve Unit
Ho. #.

A public hearing was held in the Zommission Hearing Roon,
Raleigh, Worth Carolina, on September 5, 1972, with counsel
for all parties appearing and participating as shown
heretofore. The Applicant offered testimony and exhibits of
its vitnesses, Mr., Wilson W®. Horgan, Minager of Systenm
Planning and Cost Control, Carolina Power & Light Coapany,
Mr., Larry E. Swmith, Manager-¥fuel, Carolina Pover £ Light
Company, and HNr. James M. Sell, Principal Engineer-
Environmental, Carolina Power & Light Company.

Testinony of Applicant's Witnesses

Mr. ¥ilson H. Morgan: Mr. Wilson W. Morgan, Hanager of
System Planning and Cost Control, CPE&L, testified and
of fered evidence as to the econonmic Justification, systen
reliability and pover supply requirements of the proposed

Roxboro Onit Ko. &4,
¥8r. Morgan testified substantially as follows:

Although tha average national electrical deemand for
electricity is doubling every ten (10) years, demand on
CPEL's svstenm has more than doubled in seven years from 1749
MH in 1964 to 3625 MW in 1971, The peak locad was forecast
to be 4279 M¥ in 1972 and to increase to 9912 HM¥ in 1980.

Approximately 18 percent reserve margin is considered
necessary for rTeliable system operation. This reserve
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margin is necessary to allow for loss of one of the five
largest generating units, reduced capability of generating
units due to eguipment failures, variations in the actual
load from that forecast, and extreme weather conditions
which can result in load increases of as much as 4 percent.

With the addition of the proposed Roxboro anit in 1976,
the reserve margin would be 19.6 percent; without it, the
reserve margin would only be 8.7 percent. PFurther, wvithout
tke proposed unit, loss of one of the five largest
generating units would result in CPEL not having sufficient
generation to supply its €forecast load. With +the four
farris nuclear units installed on schedule hetween 1977 and
1980 and with the proposed Roxboro unit installed in 1976,
the reserve margin between 1977 and 1980 would rangzs from
about 16 to 22 percent. Without the Roxboro unit this
margin would £fall to about 9 to 12 percent. Further, no
neighboring companies are installing extra gensrating
capacity, either collectively or individually, in guantities
to neet the needs of the 1976 unit. Also, studies show that
the diversity in summer peaks for all neighboring companies
is less than 1%, thus, large blocks of power are not
available at peak times. With respect to the type of fuel
to be used, a nuclear generating unit was considered;
however, it could not be installed in time to meet the 1976
surmer peak. In regard to location, the Roxboro site was
chosen for several reasons, FPirst, Roxboro was a developed
site with tmansmission rights of way and cooling capacity
for additional gemeration. The proposed 720 M¥ unit can bhe
ad éed at Roxboro with a ninimum of additional environmental
impact. Also, the addition of the 1976 unit at Roxboro
presented the opportunity to duplicate the 1973 unit and
utilize the experienced work force already available at the
site.

The Roxboro site has four 230 KV transmission lines, two
to the Raleigh area, one to Rocky MHount, and one to
Henderson. There are two 230 RV interties with Duke that go
to the Durham area. Two lines are being added along with a
third generating unit, One of these will go to the Raleigh
area. The second will be ah 1interconnection w«ith YVEPCO.
Another 230 XKV line to the Raleigh area will be added with
the addition of Roxboro Unit No. 4. This line will cause
minimum environmental impact since only 8.2 miles of new
right-of-vay vill be needed. The remainder of the line will
either parallel an existing line or require conversion of a
115 KV line to 230 KV. These strong ties with the rest of
the CPEL svstem and with the neighboring systems, Duke and
VEPCO, should improve CPEL's system stability. Loss of
generation at Roxboro would impose a better balanced burden
than loss of generation at the other CP&L plants.

The estimated cost of +the new Roxboro upit will be 394
pillion. This is a cost based on the cost of Roxhoro UOnit
No. 3 trenled for the later time period of construction.
The new unit would share $23 million worth of facilities now
being constructed for Unit Wo. 3. The annual costs of
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operation and maintenance (excluding fuel) would be about
$6.38 per KW for the first year of operation. The Conmpany
expects the unit to operate at a load factor of 70.75% with
overall reliability that will equal or exceed that of fossil
units of similar size,

HBr. Larry E. Smith: Mr. Larty E. Smith, Manager-fuel,
CP&1, testified and offered evidence as to the availability,
adequacy and source of the fuel for the coal-fired Roxboro
Upit No. 4.

Ar. Smith testified substantially as follows:

Coal is the most feasible fuel to be used at the proposed
addition to the Roxboro Plant. UNuclear fuel was rtuled out
as impractical because of the long lead times required to
license and construct a nuclear unit. 0il cannot be used as
economically as coal at Roxboro because of +the high
transportation costs for residual fuel oil. Also, oil costs
have increased significantly, over 64% since January 1970.
Natural gas wvas not considered because of its present
inavailability and the likelihood of continued short supply.
The ruling out of these other fwels left coal as the most
economical choice, Further, Roxboro has high volume rail
tariffs which are considerably lower than freight rates to
other CPEL plants. Studies were conducted in February 1971
which estimated coal costs for 1971 and resulted in Roxboro
coal cost being 33% belov the average costs to the other
coal-fired plants. These results favored Roxboro over other
locations.

The coal for the Roxboro plant is obtained Erom the areas
designated by the 0. S. Bureau of Mines as Districts 7 and
B. These areas consist of parts of Virginia, West Virginia
and Kentucky, and are served by the Norfolk £ Western and
the Chesapeake & 0Ohic BRailroads. These areas lie in the
Apralachian coal region, which contains 107 billion tons of
reserves of coal containing less than 1% sulfur, of which 12
billion tons are identified and recoverable. Roxrboro Unit
Ro. 4 would require less than 0.2% of the 12 billion tons of
identified and recoverable coal during a 30-year lifeotime,
AL total of 95% of these reserves are in the above mentioned
three states and are thus in economical freight areas for
CPE1L.

CPEL has four wmillion tons per year of coal under long-
term contract. This cocal could be used economically at
Roxbore but world only £fulfill about 80% of the Roxbore
plant requirements. 1.5 million tons of this coal can be
shipped economically to eastern area plants. CPEL has
issued invitations to bid on the supply of an additional two
zillion tons per year. Prelininary results show that five
companies have made proposals for contracts varying from one
to ten years for a total of three million tons per year.
There are five other companies that may have tonnage for the
inmediate future. The prices range from 44¢ to 53Z/MBTU
delivered, .
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There are two volume freight tariffs to the Roxboro Plant.
These are 1) unit train fron Harris, West virginia, with
origin in C£0 district and delivery hy N6W at a presant rate
of $2.81/ton and 2) origins in N&¥ district where rates are
$2.81 to %2.94/ton for all tonnage in excess of 500,000 tons
during a calendar year in 9000-ton trainlecad movements.

Mr. Japes 4. 3ell: MHNr. James M. 5211, Prinzipal Engineer-
Environmental, in the Environmental and Technical Services
Section of the Special Services Department, CPSL, testified
and offered avidence as to the environmental impact and
justification of the addition of a nev unit at the Roxboro
Plant.

¥r. Sell testified substantially as follows:

The existing circulating water system was built to
acconmodate Tnits 1 and 2. There is a 3750-acre cooling
lake which is used to <cool Onit 1,401 MW, and Onit 2,
680 MW¥. The flow for these two units is 860 cubic feet per
second (cfs), The intake is in an arm of the lake east of
the plant and the discharge is in a small arm west of the
plant. Water circulates from the discharge back to the
intake through & portion of the lake having an effective
cooling area of about 740 acres.

Changes are being pade in the circulating water system to
accommodate Tnit 3. The intake will be moved to a point
near the dJdam and the discharge will be at the upstream end
of the lake. 2about 1/3 of the 1840 cfs of cooling water
reguired for the three units will be discharged in the South
Hyco Creek arm and the other 2/3 will be discharged in the
North Hyco Creek arnm. The effective cooling area of the
lake will be increased by 1410 acres for a total effective
area of 2150 acres.

An afterbay reservoir will be constructed downstream of
the main cooling lake and will provide further cooling. The
afterbay will have about 650 surface acres and will be about
45 feet deep at the dam, Cool water will be released to the
river at +twvo points, 20 and 30 feet belov normal water
level. The water released to the river will be aerated to
increase dissolved oxygen content and will comply with State
stream standards.

These molifications were designed to support future
expansion. The increased effective cooling area, revised
intake and discharge canals, and aftecbay are capable of
cooling more than 2700 MW. The fourth unit will increase
the plant capacity to 2521 NR. The four units will nocmally
vithdraw about 2020 cfs and circulate it through the
condensers with a temperature rise of about 24° F. UOnder
the nost adverse five-day meteorological period on record,
the surface temperature of the plant discharge will be about
118¢ F; and the surface temperature near the intake will be
about 94° P or about 6% F above the natural equilibriam
temperature of the 1lake under these conditions. These
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conditions only involve the 2150 acres of effective surface
area of the lake.

studies have shown that cooling lakes are more economical
and have less consumptive use of water than cooling towers.
Since ®oxboro Onit No. & will not exceed the thermal
capacity of the existing lake, the use of the lake €for the
proposed addition is more economical and efficient than the
nse of cooling towers. The afterbay will assure compliance
vith State stream standards.

At the time the need for the 1976 unit hecame apparent,
there was insufficient time to develop a new site for a 1976
unit. This required that the 720 MR unit be placed at an
existing facility and, of the existing CPEL generating
facilities, the Roxboro Plant was the most feasible.

Technology for the control of particulate emissions has
been developed and is available, An electrostatic
precipitator is planned for Roxboro Unit No. 4 which will
provide compliance with the EPA standards for particulate
matter.

Two approaches are being investigated for the control of
sulfur dioxide emissions. First, the Company is attempting
to purchase coal with sulfur levels low enough to meet air
quality standards without stack gas desulfurization. In
addjtion, the Company is evaluating the principal sulfur

renoval systems currently under developrent. of these
systens wet scrubbers are the most advanced and have been
installed on units ranging up to #30 MW in size. Wet

scrubber systemns are presently less reliable than other
povwer plant components. Por this reason, a combination
precipitator~-wet scrubber 1is also being considerel with a
by-pass around the scrubber which will permit operation of
the precipitator and collection of the fly ash when the
scrubber is down for modification and/or cepair.

FINDINGS QOF FACT

1. That Carolina Power & Light Company is a corporation
organized and existing under the Lavws of the State of North
carolina, and 1is a public utility operating in Rorth and
South Carolina where it is enqgaged in the business of
generating, transmitting, distributing and selling electric
power and en2rgy.

2. That the Company's annual peak 1load was 3625
megawatts in 1971 and is projected to be 9912 MW in 1980, an
average annual increase of 11%. Based on the 11% average
annual increase experienced for the last six vears, said
projection is found to be reasonable.

3. That a reserve margin in dgenerating capacity of
appro¥imately 18% is considered desirable for the Company's
systen to provide adequate and reliable service.
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5, That for the summer of 1976, when the Roxboro Unit
No. & addition will be required for operation, CPEL expects
to have a system reserve margin of 19.6%. Without the Unit
Fo. 4 addition, CPEL's reserve margin would be only B.7%.

S That the Company needs and proposes to install
promptly at its Roxboro Steam Electric Gemerating Plant in
Person County, North Carolina, an additional 720,000 EK¥ net
coal fired turbine generator unit for operatiom by March 1,
1976, to provide the capacity for the planned normal load
growth of its system, which unit is the most economical and
dependable type of gemerating capacity that the Company can
provide by Barch 1, 1976.

6. That the Company has financial ability to pay for the
construction and installation of the additional generating
unit, which is estimated to cost $94,000,000 excluding the
cost of equipment necessary for the removal of the oxides of
nitrogen and sulfur.

T That the Company has ensured an adequate fuel supply
incorporating high volume, low tariff freight rates.

8. That the Roxboro Onit No. 8 is designed to meet all
applicable air and water quality standards.

CONCLUSIONS

The Commission finds and concludes that public convenience
and necessity require construction by the Company of the
additional generatin unit hereinafter described, in that
{a) such facilities uzll provide the generating capacity
needed to meet the Company's expected load by March 1, 1976;
(b) such facilities are the most economical and dependable
type of generating capacity which the Company can provide in
time to meet its projected load, in view of the longer 1lead
times of nuclear generating units; (c) such facilities are
required to maintain adequate and dependable electric
service for the Company's customers; and (d) such facilities
will meet all applicable air and water quality standards.

IT IS, THEREFORE, ORDERED that Carolina Power & Light
Company be, and it is hereby, authorized to constract and
operate at its Roxboro Steam Electric Senerating Plant in
Person County, North Carolina, the following described
additional generating facilities:

One 720,000 KW net capability Unit No. 4 addition to the
Roxboro Steam Electric Generating Plant. This unit will
consist principally of one outdoor type reheat condensing
turbine, driving a hydrogen-cooled generator and two
outdoor type pulverized coal-fired steam generators
including fans, electrostatic precipitators and 800-foot
chimney. The generator is rated 24,000 volts and will be
connected to the Company's 230,000-volt transmission
system through a transformer bank and an extension to the
existing switch-yard. Controls for the unit will be
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located in the control room being constructed for Unit
Ho. 3 addition. Principal fuel for the unit will be coal
and the existing fuel handling facilities will be extended
to serve lnit No. 4.

IT IS5 FURTHER ORDERED that this Order constitute a

Certificate of Public Convenience and Necessity for the

construction and operation of these facilities.

ISSUED BY ORDER GF THE COMMISSION.
This the 8th day of Noveaber, 1972.

WORTH CAROLIFA UTILITIES CONNISSION
(SEAL) Ratherine M. Peele, Chief Clerk
DOCKET ROQ. E-2, S0B 207
BEFORE THE NORTR CAROLINR UTILITIES COMMISSION
In the Hatter of
Barris M. McRae and Wife, Nancy T. McRae,

P. 0. Box 250, Ellerbe, ¥Worth Carolina;

#. S. BcRae and Wife, Ruby C. KcRae,
Ellerbe, Rorth Carolina;

J. C. Treece, Prison Camp Road,
Rockingham, WNorth Carolina: and

)

)

)

)

)

)

)

;

Ellerbe Lumber Company, Inc., P. O. ) ORDER

Box 456, Ellerbe, North Carolina, ) DISHNISSING
} CONPLAINT

Complainants )

)

)

}

)

)

)

)

)

vS.

carolina Pover and Light Conpany
336 Payetteville Street, Raleigh,
Korth Carolina,

Defendant

HEARD IN: The Bearing BRoom of the Commission, Raleigh,
North Carolina, on January 14, 1972, at 2:00

P.N.

BEFQRE: Chairman PMarry T. Westcott (Presiding) and

Connissioners John ®. AcDevitt, Marvin
Wooten, Hiles H. Rhyne and Hugh A. Wells

APPEARANCES:
For the Complainants:

Henry H. Patterson, Jr.
Smith; Patterson, Follin-.& Curtis
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Attorneys at law
816 Southern Building
Greensbhoro, Forth Carolina

For the Defendant:

Sherwvood H. Smith, Jr.
Carolina Power and Light Conpany
P. 0. Box 1551, Raleigh, NWorth Carolina

Henry AX. Nitchell, Jr.
Carolina Pover and Light Company
P. 0. Box 1551, Raleigh, Rorth Carolina

FOOTEN, COMMISSIONER: This cause arises upen complaint
filed by the above captioned complainants (hereinafter
referred to as complainants) -filed vith the Conmission omn
Decenber 21, 1971, vherein the conplainants allege and
con tend that, as individoals, they are citizens and
residents of Richmond County, ¥orth Carolina, and that the
corporate conplainant, TEllerbe Lumber Company, Inc., is a
Forth Carolina corporation with its principal business
located in said Richmond County, North Carolima; that
Carolina Powver and Light Company (hereinafter referred to as
CPEL) is a public utility incorporated under the laws of
Horth Carolina; that together the complainants own
approximately 1075 acres of undeveloped and larcgely
unspoiled land in Hineral Springs Township, Richmond County,
Rorth CcCarolima, the highest and best use for which is for
recreation purposes; that the complainants are developing on
the said lands a multi-million .dollar recreational area with
a ski slope, golf course, and lake with residential home
sites; that a large camp site has been completed; that the
complainants have expended approzimately $250,000 for
planning and improvements to their property; that the
defendant, CPEL, is constructing a major 230 KV transeission
line from Rockingham, FHorth Carolina, to Asheboro, Horth
Carolina; that the defendant, CPEL, is preparing to cross
the complainants? property herein described with its
overhead transamission lines and supporting appliances,
consisting of large unsightly structures; that the defendant
iprjtiated condemnation proceedings im the Superior Court in
Richnond County. to acguire a 100-foot Tight-of-way strip
across the coamplainants' land for the construction of =aid
transmission line; that the location. of said proposed
transmission lines on the complainants' property vill
destroy its natural beauty and usefulness for its highest
and best wuse; ¢that the right-of-way location will 4o
irreparable harm %o the property of conmplainants; that the
construction proposed by the deferdant adversely affects, to
an appreciable extent, the planned usage.of the land by the
complainants; that the defendant did not apply £or or
acquire, prior to initiating construction of the pew 230 XV
Rockingham~Asheboro transmission 1lipe, a certificate of
public convenience and necessity as it is required to do
ander HKorth Carolira General Statute 62-110; that the
defendant . is without lawful aunthority to proceed with the
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construction of such systen until it has obtained a
certificate of public convenience and necessity from the
Yorth carolina Otilities Comnmission; that the defendant's
activities vere in violation of the North Carolina
Environnental Policy Act of 1971, H.C.G.S. 113a-3; that the
defendant has failed +to provide detailed environmental
staterment vith regard to its proposed activities and their
effect upon the quality of the environment; that the acts of
the defendant in the light of its status as a protected
nonopoly are subject to the said Rorth carolina
Environmental Policy Act as acts of State agencies and that
the defendant and the North Carolina Utilities Comaission
have failed to comply with the General Statutes of North
Carolina regarding the said Environmental Policy Act and the
Rorth Carolina Public Utilities Law.

In their conplaint the coaplainants prayed that the
Conmissjion order the defendant to cease constructing its new
230 KV transmission line referred to, until such time as it
had obtained a certificate from this Conmission for =said
project; that the Commission order Carolina Pover and Light
Company to cease further constructing its said transmission
line until it had submitted to the Commission a complete and
lavful detailed environmental statement as reguired by laws;
and that the Conmission deny the defendant a certificate of
public convenience and necessity in accordance with the
Horth Carolina Envirommental Policy Act of 1971.

The coaplaint of the complainants was served upon the
defendant by Commission Order dated December 23, 1971. The
defendant <£filed its Ansvwer and Motion %o Dismiss the
corplaint in this case on Januvary 4, 1972, in vhich it
prayed that the complaint of the complainants be dismissed
pursuant to the provisions of Rule R1-7{a) (#) for the reason
that said coaplaint did not constitute a proceeding within
the jurisdiction of this Commission and for the reason that
the Commission was without aunthority to grant the relief
sought: that the Commission find that the defendant is not
required to apply for nor acquire prior to initiating
construction of said transmission lines, a certificate of
public convenience and necessity; and that the Comaission
£ind that the proviso of the Worth Carolina Environmental
Policy Rct of 1971 does not apply to CPE&L nor to the
Utilities Commission under the circamstances alleged in the
complajinants' conmplaint.

On request of the parties Lereto, the Commission by its
Order of January 10, 1972, set the matter of the MNotiom to
bispiss the complaint in this case for oral argument and the
filing of simultaneous briefs on January 14, 1972, at 2:00
P.M., at vhich time and place the parties vere present,
represented by counsel, and filed simultaneous Memoranda of
Lav on the issuz of jurisdiction of this Commission im this
case.

The Coamission takes judicial notice of its records in
Docket Numbers BS-30 and E5-33 and oOrders issuned therein,
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establishing that portion of CPEL certificated service area
herein involved.

From the records herein, the records of this Commission,
and the able arguments of counsel, it appears to the
Commission as follows:

1. That the transmission line in question will transmit
electric energy from one of CPEL's sources of supply at
Rockingham to its Asheboro, Ramseur and Siler City
certificated service area and that CPSL has the right under
the 1laws of the State of North Carolina to proceed with the
construction of said transmission line, which construction
is in the ordinary course of business, in order that it may
comply with its continuing responsibility to provide firs
dependable electric service to the Asheboro, Ramseur, Siler
City area.

2. That the defendant is not required to obtain a
certificate of public convenience and necessity from this
Commission in order to construct its transmission lines and
that the provisions of G.S. 62-110 do not require that a
certificate be issued under the circumstances of this case
for the reason that the construction herein is in the
ordinary conduct or course of business in accordance with
said statute, which specifically provides that:

"...this section shall not apply to construction into
territory contiguous to that already occupied and not
receiving similar service from another public utility, nor
to construction in the ordinary conduct of business.”
(Emphasis Added)

The transmission line in question herein is being
constructed by CPEL in order to transmit energy to portions
of its certificated service area.

3. That 6.S. 62-110.1 was enacted by the Legislature
subsequent to the enactment of G.S. 620-110, and required a
certificate of public convenience and necessity for the
construction of jenerating facilities, thereby removing such
construction from the G.S. 62-110 "ordinary conduct of
business"™ proviso, and construing the two statutes together,
while reflecting upon their dates of enactment, the
legislative intent to exclude transmission line construction
as "in the ordinary conduct of business"™ seems clear; the
language of G.S. 62-110.1(a) states as follows:

"Notwithstanding the proviso in _6,S5, 62=-110, no public
utility or other person shall begin the construction of
any steam, water, or other facility for the generation of
electricity to be directly or indirectly used for the
furnishing of public wutility service, even though the
facility be for furnishing the service already being
rendered, without first obtaining from the Commission a
certificate that public convenience and necessity
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reguires, or will require, such construction.” (Emphasis
Supplied)

q. That a reading of the above statutes together appears
to clearly indicate that these statutes do not require that
this Conmission issue a certificate of public convenience
and necessity before constraction of transmission facilities
can properly begin, in that the same is in the ordinary
course of construction, and further in view of the fact that
the 1legislature in 1965 specifically required the obtaiming
of such certificate prior to the beginning of construction
of an electric generating facility, vhich theretofore had
been considered a part of the Yconstruction ini the ordinary
course of business™ provise of G.5. 62-110.

5. That Carolina Power and Light Company is a privately-
owned corporation and is mot a State agency as conteaplated
by the Horth Carolina Environmental Policy Act of 1971 (W.C.
G.5. 113A-1 et seq.), wvhich specifically excludes private
corgorations, under the facts and circumstances of this
case.

In the 1light of the above, the records in this case, and
the records of the Commission, the Commission concludes as
follows:

1. That the specific proviso of G.5. 62-110 as amplified
in G.S. 62-110.1 is determinative as to whether or not CPEL
must obtain a certificate of public convenience and
necessity from this commission prior to the construction of
its transmission lines to serve its certificated territory
vhen such construction is in the ordimary course of business
as in this case; and that the NWorth Carolina Environmental
Policy Act of 1971 is not applicable under the facts of this
proceeding.

2. Even though this Comnission night comclude that it
should appropriately have the authority to direct the course
of construction in the ordinary conduct of business in the
case of transmission lines under the facts of the case
herein, we npust conclude that we cannot legally take such
authority and jurisdiction without a 1legislative mandate
vith reference thereto which here, under the facts in this
case, we conclude does not exist.

IT IS5, THEREFORE, ORDERED:

That the complaint in this matter be, and it is, hkereby
disnissed for want of jurisdiction, and this proceeding 1is
terainated. :

ISSUED BY ORDER OF THE COMMISSIORN.

Thi= the 3rd day of FPebruary, 1972,

NORTH CAROLINA UTILITIES COMMISSIOR
({SEAL) Katherine ¥, Peele, Chief Clerk
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DOCKET WO, E~-2, SUB 207

HELLS, COMMISSIOFER, DISSENTIWG: The question of law
involved in this case is whether or not the conmplainants
have stated Ya cause of action” against the defendant, upon
wvhich the Commission should assume jurisdiction and conduct
a hearing for the purpose of taking evidence and determining
the factual basis of the complaint.

There are two basic jurisdictional aspects of this
complaint: {1Y vhether or not the Comzission has
jurisdiction umnder G.S. 62-30, 62-31, 62-32, 62-42, 62-43
and 62-73 to hear and determime a complaint of this +type;
and {2) vhether or not construction of the +type and
proportion comrplained of herein may be carried out by a
public utility without its first seeking and obtaining from
the Commission a certificate of public convenience and
necessity.

It appears to ne that the answver to (1) above is clearly
in the affirmative. This Commission has been given the most
broad powers of regulation and supervision of public utility
coppanies in this State, clearly to enable the Coprission to
assist the people of North carolinma in obtaining and
enjoying teliable and efficient public ntility services, and
to determine wvhere appropriate the manner in which such
services are being provided. At this Jjuncture in the
development of public utility law, it also seems clear that
the duties of the Commissiom, as set forth in the foregoing
sections of Chapter 62, must now be carried out in the light
of and in compliance with the provisions of the
Environmental Policy Act of 1971 as set forth in Chapter
1203 of the Public Laws of 1971, and as stated in the
conplaint.

Whetker or not on appropriate hearing it would appear that
the Commission should interfere with the construction of the
line, or require the defendant to construct the line along
an alternative route, or in a different manner from that
contenplated by the defendant, is not the gquestion here.
The guestion is vhether or not the complaimnant should be cut
off at the gate, so to speak, on Jjurisdictional grounds.

The language of G.S. 62-110 was first adopted as statutory
lav in this State in Chapter 455 of the Session Laws in
1933. The language then, as is now, was prohibitive in
nature, and except for the proviso, there would be no new
construction of any Xind on the part of a public utility
€irm in North carolina without certification. Therefore,
certification is the rule, but with certain exceptionms,
vhich seem clearly stated to accomnodate two aspects of
public utility operations: (1) growth inte areas not
receiving similar service fror another utility, which is an
aspect of the lav of franchise; and (2) growth in the
ordinary conduct of business, which is an aspect of service.
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¥here grovth occurs in previously certificated territory,
wvhich is the case here, the first aspect becomes moot; and
ve are, therefore, here left with the question of what is
"ordinary" growth.

The General Assenmbly has by the provisions of G.S. 62-
110.1 answered this question with regard to the construction
of generating facilities by electric utility coapanies in
Worth Carolina, but the gquestion as it relates to the
construction of high voltage transmission facilities has not
heretofore been directly dealt with.

The only case law even remotely in point seems to be that
contained in carolina Pover and Light Company ¥vs. dohnston
County Electric Mepbership Corporation, 211 X.C. 717, 192 S.
E. 105 (1937), wvhere the defendant here, Carolina Pover and
Light Conmpany, vas there bringing an action predicated upon
the theory that a Worth cCarclina electric membership
corporation was required (under these self-sanme provisions
of G.S5. 62-110) to seek a certificate of public convenience
and necessity before it could build distribution lines in an
area partially served by CPEL. It would appear, +therefore,
that we are dealing with a case of first impression, and
that it is the duty and Ffunction of this Conmission to
reasonably interpret the meaning of the statutory law as it
was written by the General Asseembly and in the context of
the operation of public utility businesses.

Black's Law Dictionary defines the word "ordinacy" as
"reqular; useal; normal; common; often recurring; according
to established order; settled; customary; reasonable; not
characterized by peculiar or unusual circumstances;" -
these Jdefinitions being dravn from court decisions therein
cited. Tt would appear that the construction of +this type
and lenqgth of transmission line could have been in no sense
considered by the 1931 General Assembly to be a regular,
usual, normal, common and often recurring business event;
and even in this day and time when long sections of high
voltage transmission lines are frequently heing constructed,
it would be stretching the definition of "mordirmary" to
classify a project of this type and size within that
definition.

The Utilities cConemission of WNorth Carolina has not
heretofore assumed jurisdiction over the construction of
high veoltage transmission Facilities, in the sense that it
has not required such construction to be certificated. I
believe +that point of view to be outdated and outmoded, and
that in view of the present-day demands upon our natural
resources conmensurate with the construction and operation
of such facilities, and particularly in the 1light of <the
announced policy of this State as set forth in the
Environnental Policy Act of 1971, this cCoamission can no
longer avoid its responsibilities in this area.

The EBnvironmental Protection Act of 1971 is a clear
nandate to this Compission, directing us to administer our
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duties and responsibilities in accordance with the policies
set forth in that Act. The result of the Majority decision
in this case is to completely ignore that mandate. Whether
we are talking about certification or prudence, the
complaint alleges that the construction of the transmission
line in question will do great violence to the natural
environment, and since the construction is to be carried out
by a public utility company subject to the Sjurisdiction,
regulation, supervision, and direction of this Commission,
it seems clear to me that wve have missed the point and
ignored our opportunity and responsibility to do our part in
considering whether or not the Bnvironmental Policy Act of
1971 stands for anything when it comes to the activities of
public utility companies.

Prom a Hurisdictional standpoint, the Commission should,
under the allegations of the complaint in this case, assume
jurisdiction and consider all guestions of law involved in
the 1light of the facts developed upon an appropriate
hearing, both with regard to basic regulation of the manner
in wvhich public utilities carry out their acts and functions
and with regard to the appropriate certificating of the
facility in question.

Hugh A. Wells, Commissioner

DOCEKET NOs». E-7, SUB 134
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Hunt Manufacturing Company, Inc.,
a Corporation,

)
)
Complainant )
)
VS. ) ORDER DISMISSING
) CONPLAINT
Duke Power Company, )
a Corporation )
)
Defendant )
HEARD IN: The Commission Hearing Room, Raleigh, North

Carolina, on April 12, 1972, at 9:00 A.N.

BEFORE: Conmissioners Hugh A. Wells (Presiding), Hiles
H. Rhyne and John W. McDevitt

APPEARANCES:
For the Defendant:
George W. Perguson, Jr., Esquire
Duke Power Company

422 S. Church Street
Charlotte, North Carolina



100 ELECTRICITY

Raymond R. Jolly, Jr., Esquire
Duke Power Coapany

422 5, Church Street
Charlotte, North Carolina

For the Complajinant:

¥William P. Pope, Esguire

Pope, NcHillan & Bewder

116 Court Street

Statesville, Horth Carolina

For: Hunt Manufacturing Company, Inc.

WELLS, COMHISSIONER: On October 15, 1971, Hunt
manufacturing Company, Irc. (Hunt), filed its Complaint in
this docket against Duke Powver Company (Duke), ir which Hunt
alleged that it was a retail electric customer of the City
of Statesville at its manufacturieng facility in Statesville:
that Duke furnishes the City of Statesville with electric
pover at vholesale; that thete are other manufacturing
businesses in Statesville being served directly by Duke at
rates less than those paid by Hunt to Statesville, resulting
in discrimination by Duke against Hunt; and that within the
Beaning of the applicable statutory lav, Statesville is a
"primary supplier® and Dnke is a "secondary supplier?.

By Order of October 26, 1971, Hunt's Conplaint was served
on Duke, pursuant to the provisions of Rule R1-9 of the
rules and regulations of the Coumnission.

On ¥Yovenber 26, 1971, Duke answered and demurred to the
Complaint.

Additional pleadings have been filed and procedural orders
entered, and the matter is novw before the Commission upon
Duke's Notion to Dismiss for Want of Jurisdiction, filed
March 21, 1972, said Motion having been set for oOral
Argument on April 12, 1972, by Order dated March 27, 1972.

In addition to the general allegations of fact
recapitnlated above, Hunt's cCoaplaint set forth the
folleowing prayer for relief:

#1. That respondent be required to cease and desist fron
selling electrical powver directly to consumers in the City
of Statesville vho are in substantially the sane
circurstances as complainant with respect to their demands
for electrical service, purswvant to provision made in
G.S5. 160-515(1).

"2. That respondent be required to cease and desist fronm
practices which result in the maintenance of unreasonable
differences as to rate or services between coamplaimant and
others similarly sitwnated in the City of Statesville, as
provided by G.S. 62-140.
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"3. That, in the event respondent is not conmpelled to
cease and desist from the sale of electrical pover
directly to the aforesaid seven businesses in the City of
Statesville, respondent be cogpelled +to sell electrical
service directly to conplainant upon the same basis and at
the same rates as enjoyed by others under substantially
the same circumstances.®

In its Answer and Motion +o Disaiss, Duke denied the
material allegations in the cComplaint, and set forth
contentions and grounds upon which it Jdemurred to the
Complaint for failure to allege facts upon which the relief
prayed £for could be granted and for lack of jurisdiction in
the Commission to grant such relief.

The controlling statutory laws in this cause are the
provisions of 6.5, 62-3, §2-30, 62-32, the various
provisions of G.S5. 150-610, et seq., now codified in Article
16, Chapter 1602 of the General Statutes, and G.S. 62-140.

Based upon the pleadings and arguments of counsel, the
Connission

FPINDS:

1. That Statesville is a "city" as defined in G.S5. T160A~
1(2).

2. That Statesville is not a "public utility" as defined
in G.S. 62-3{23), and is not a "™public utility" within the
neaning of G.S. 62-30, 62-32, and 62-140.

3. That Statesville is a "primary supplier" as defined
in G.S. 150A-331(4).

4. That Drke is a "secondary supplier” as defined in
G.S. 160A-331(5).

The Conaission, therefore,
CONCLUDES:

(1) That the City of Statesville is exenpt from the
jurisdiction and authority of this Commission as it relates
to the activities of the City of Statesville as to the
natters complained of herein.

(2) Hunt has mnot alleged any acts of discrimination as
between said service and/or rates to- it and other retail
customers of Duke, as contemplated by the provisions of
G.S. 62-140.

(3) Pursuwant ¢to the provisions of G.S. 160A-331, 332 and
334, Statesville is entitled as a matter of law to continue
to serve Hunt so long as Hunt requires service at its
present premises, and this Coummission is without authority
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or Jurisdiction to order Statesville to cease serving Hunt
or to order Duke to serve Hunt at its present premises.

() Hunt has failed to allege facts or circumstances upon
vhich the relief prayed for may bhe granted by this
Commission, and this Commission is without jurisdiction to
grant such relief.

Wherefore, it is hereby ordered that the Complaint be, and
it is hereby, dismissed.

ISSUED BY ORDER OF THE COMMISSION.
This the 1st day of May, 1972.
NORTH CAROLINA UTILITIES CONNXISSION
Katherine M. Peele, Chief Clerk
{SEAL)
DOCKET Wo. E-2, 50B 201
BEFORE THE BORTH CAROLINM UTILITIES COMMISSIOR
In the Matter of

Application by carolina Pover & Light Company for )
Authority to Increase Its Blectric Rates and Charges ) ORDER

PLACE: Conni ssion Hearing Roon, Raleigh, North
Carclina

DAT E: . Noveaber 2, 3, 4, 5, 8, 9, 10, 11 and 12, 1971

BEFORE: Chairman Harry T. Westcott, Presiding,

Conmissioners Harvin BR. #ooten, John He
HcDevitt, Miles H. Rhyne and Hugh A. Vells

APPEARANCES:
For the Applicant:

R. C. Howison, Jr.

Joyner & Howison

Wachovia Bank Bailding
Raleigh, Yorth Carolina 27602

Sherwood H. Smith, Jr., and
Thomas E. Capps
P. 0. Box 1551, Raleigh, North Carclina 27602

For the Using and Consuming Public:
Y. Beverly Lake, Jr.

Attorney Gereral's Office
Revenue Building, Raleigh, ¥orth Carolina
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Jean A. Benoy

N. C. Department of Justice
Room 124, Ruffin Building
Raleigh, North Carolina
Louis W. Payne, Jr.

¥. C. Department of Justice
Consumer Protection Division
Room 124, Ruffin Building
Raleigh, NWorth Carolina

For the Intervenor:

R. C. Hudson

0ffice of General Counsel, U. 5. Wavy
c/0 Cozmander, Atlantic Division

Kaval Facilities Ergineering Conmand

¥. 5. Fawval Station

Norfolk, ¥irgimia 23511

For: All Executive Agencies of U. S. A.

For the Commission Staff:

Edward B. Hipp

Commission Attorney

217 Ruffin Building

Raleigh, North Carolina 27602

BY THE COHMMISSION: This proceeding vas instituted on May
3, 1971, with the filing by Carolina Povwer & Light Company
{hereinafter called "CPELM) of an Application for authority
to increasSe its electric rates and charges for 1its retail
customers in North Carolina by an across-the-board increase
of 5.63%, The Application included a Petition to place said
rates into effect inmediately on an interim basis under an
Ondertaking for refund pending final determination by the
Commission on the Application for rate increase.

The 1increases applied for are based on allegations of
general revenue needs, to be distributed to all classes of
customers upon a flat rate ircrease upon all schedules. The
Application and the exhibits attached thereto contend that
the rate increase is needed and required due to increases
since the last CPEL rate case in the coal used in CPEL's
coal fired electric steam generating stations and to the
increase in imbedded interest costs and the increase in
preferred dividends arising from CPEL's large construction
program, necessary to meet the demands for electric service
in its franchised terrtitory in ¥Worth Carolina, and to meet
other increases in expenses of operations since the cost and
expenses comptited in the last increase in CPEL's rates
avthorized on February 26, 1971, based upon a test period of
operations ending December 31, 1969. HNCUOC Docket No. E=2,
Sub 193. The Application, as filed, sought to produce
proformed additional annuzl gross revenue of $7,859,000 on
North Carolina retail operations.
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By Order of May 7, 1971, the Commission suspended the rate
increase applied for and set the Petition to place the rates
into effect as interim rates under Undertaking for hearing
on Affidavits on Jume 16, 1971, and declared the Application
te be a general rate case and set it for public hearing on
Rovember 2, 1971.

Petitions to intervene in protest to the rate increase
vere filed and Orders duly entered allowing interventions of
ElectriCities of North Carolina and the Department of
Defense, for the United States of Anrerica. The Attorney
General of Worth Carolina gave Notice of Intervention on
behalf of the using and consuming public, and an oOrder was
duly entered recognizing +the intervention of the Attorney
General in such capacity.

The request for interim increase under an Undertaking for
refund pending the final hearing and the outcome of +the
proceeding was heard before the Commission on June 16, 1971,
on oral arguments and Affidavits, and the applicant and all
other parties were present and heard on said Affidavits. By
majority Order entered on June 30, 1971, the Commission
found an emergency financial crisis to exist to such extent
as to justify the increase on the Affidavits and Undertaking
for refund pending hearing, and allowed the interim across-
the~board increase of 5.63% copputed by CPEL to produce
$7,859,000 on an annual basis for the test period ending
December 31, 1969, and further estimated to produce
$7.,859,000 in dincreased revenunes if effective on all bills
rendered on and after May 17, 1971, Ffor MWorth Carolina
retail customers through December 31, 1971.

The Attorney General filed =a Petition Ffor fArit of
Certiorari in the Court of Appeals to reviev the order of
June 30, 1971, allowing said interim rate increase, and
filed Motion to Stay said 0rder in the Conpission. CPEL
filed Reply to the MHotion for Stay of the order, and the
Motion and Beply were duly set for oral argument. On August
13, 1971, the Attorney General filed Motion to Vacate the
Order for oral argument for the reason that the Petition for
Writ oFf Certiorari filed by the Attorney General in the
North Carolina Court of Appeals was denied om August 1,
1971, and the argument on the Hotion to Stay vas duly
cancelled,

The Order of investigation entered on May 7, 1971, fixed
the test period for data and evidence in the proceeding
under &.S. 62-133 to be the twelve months ending June 30,
1971, for the general rate case hearing set for November 2,
1971,

On  August 30, 1971, CP8L filed an aAmendment to its
Application herein substituting newv rate schedules for those
filed witk the origimal Application, to increase the rates
to a proposed across-the-board increase of 19.63% in CPBL's
retail electric rates in North Carolina in substitution for
the original increase applied for of 5.63%. The amended
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Application sezks to produce proformed additional annual
gross revenue of $30,624,718 on North Carolina retail
operations.

By Order entered June 9, 1971, CPEL was required to
publish Notice of the amended Application and hearing
scheduled for Rovenber 2, 1971.

Testimony and exhibits of CPEL and the testimony and
exhibits of protestants and the Staff reports were duly
£iled in advahce of the public hearing.

Public hearing was held in the Commission Hearing Room,
Raleigh, Worth carolina, beginning Hovember 2, 1971, and
extending through nine hearing days, ending on November 12,
1971, with counsel for all parties appearing and
participating as shown above.

CP&L offered testimony and exhibits of witnesses as
follows: Shearon Harris, President and Chairman of the
Board of Directors and Chief Executive Dfficer of CPEL,
testified as to the operations of CP&L, including the
increased cost of fuel, increased interest costs, the
decline in earnings of CPtL, .and the need for the proposed
rate increase to provide a rate of return sufficient to
attract additional capital for the construction program of
CPEL to meet the increased derand for electricity in its
service area; Donald H. Dowlin, Chicago, Illinois, Vice
President of Paul Weir Company, Registered Professional
Engineers, testified as to the increases in the cost of
nining coal and the increase in the price of coal, and the
practices of CPEL in purchasing coal for its steam fired
electric generators; Edwin E, Utley, Manager of Generation
and system Operations Department of CP&L, testified as to
the coal purchasing practices of CP§L, and the increased
price of coal to CPEL for its coal fired electric generation
stations; Bruce C. Netschert, Washington, D. C., Economic
Consultant in the field of energy and winerals, and Vice
President of National Economic Research Association, Inc.,
testified as to the increases in the cost of oil used in
CPEL's oil fired steam generating stations, and the
increased cost of producing coal and oil of sufficient low
sulfur content to meet the standards of the Environmental
Protection Act; James S. Currie, Treasurer of CPEL,
testified as to the books and records of CP&L, including
statements of profit and loss, balance sheets and
outstanding indebtedness of CPEL; John J. Reilly, Long
Island, Yew York, Director of valuation and Appraisal
services of FEbasco Services, Incorporated, New York City,
testified as an expert in appraisal of public utility
properties and application of trended cost indices to obtain
replacement cost of utility properties; Samuel Behrends,
Jr.,; Vice President and Director of Rates and Reqgulations of
CP£1, testified as to the entire operations of CPEL, its
expenses and revenues, its need for: the rate increase
aprlied for to meet its obhligations of its bhonds, and the
fair value of the utility property of CP&L nsed and useful
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in serving the public in its service area; Robert R. Wathan,
Economist and President of Robert 'R, Wathan Associates,
Inc., Washington, D. C., testified as to rate of return
requirenents of CPEL to attract capital in the money market
for the construction program needed to meet the demand in
its service area; Edward 6. Lilly, Jrc., Senior Vice
President for Finance for CPSL, testified as to the interest
cost of CPEL and the requirements of securities CP&L would
need to issue to support its construction program im ‘the
fyture, including its bonds, preferred stock and common
stock; Paul Hallingby, Jr., Hanaging Partner of White, Weld
& Company, New York, N. Y., testified as to the rate of
return reguirements of CPEL to attract capital in the money
markets on a competitive basis; L. Sanford Reis, Ridgewood,
New Jersey, President of Reis & Chandler, Inc., FNew York,
F.Y., Econoric Consultants, testified as to the rate of
return requirements of CP&L; Paul Bradshaw, Assistant
Controller in charge of accounting for CPSL, testified in
explapation of certain accounting adjustments and pro forma
adjustments 0nf CPEL to conform with the end of the test
period.

Public vitnasses testified as follovs: George R.
Reynolds, Raleigh, W. €., testified as a customer with
exverience in the securities industry in support of the
increase to provide needed service of CPSL; Zack H. Bacon,
Paleigh, N. C., testified as a customer in the securities
industry in support of the Application, to provide expanded
service needed by customers; Joe R. Ellen, Raleigh, N. C.,
testified in support of the Application to provide continued
expanded service of CPSL; and Kenneth W. Gaito, Raleigh,
¥. €., customer, testified in protest to the increase as
being excessive, and in complaint of inefficient service to
his 'subdivision development.

The Coumission Staff offered testimony as follows: David
A. Kosh, President of Kosh-Glassman Associates,
Incorporated, Washington, D. C., Public Utility Consultants,
testified as to the rate of return requirements of CPEL and
the cost of capital to meet its construction programj Paul
Fahey, Chattanooga, Tennessee, consultant in coal purchasing
practices, testified as to the price of coal and the
practices of purchasing coal by €P&L and the utility
industry; william E. Carter, Staff Accountant for the
Utilities Commission, testified as to the Commission Staff
audit report of CPEL, including CPEL's revenues, expenses,
net income and return on the utility plaant property and on
the CP5L common sStockholder's equity; Robert K. FKoger,
Director of Engineering of the Commission Staff, testified
as to the cost of fuel of CPEL, including calculations of an
Engineering Department study for cost of fuel, including
nuclear fuel in CPEL's nuclear fired steam generators; and
Andrevw ¥. Williams, Commission Staff Nuclear Engineer, was
tendered in connection with the nuclear fuel study and was
exarined in connection with said study and exhibit.
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CPEL and the Commission Staff offered extensive testimony
and exhibits and opinions of expert witnesses to ‘the
operations of CPEL, the rate of return, the coal purchasing
practices of CP&L, the construction program of CPEL and the
interest charges incurred as expenses of CPHL,

The parties requested and were granted leave to file
hriefs 310 days after the mailing of transcripts. The final
volume of transcripts were mailed on November 17, 1971, and
all triefs were filed and received by the Commission on or
before December 17, 1971,

DIGEST OF TESTINDNY

The rate schedules of CPEL in effect upon the filing of
this Application were estabhlished in Docket ©No. E-2,
Sub 193, by Order of Pebruary 26, 1971.

CPEL's total North carolina retail revenues of
$169,285,423 for the twelve nmonths' test period anded
June 30, 1971, represent T7% of the system-vide revenues of
$220,517,150. The revenue from retail operations in North
Carolina are the only rates at issue in this proceeding.
The NWorth Carolina and South Carolina wholesale operations
of CPEL are regulated by the Federal Pover Comnission, and
the South Carolina retail operations are tegulated by the
Sounth Carolina Public Service ConmmisSsion.

Based on the test year in this docket, both CPEL and the
Conmission's Staff made separations of CPSL's operations
between +the North Carolina and South Carolina jurisdictions
and separations between CPEL's sales for resale ("wholesale"
operations}) in NWorth cCarolina and its other customers
("retail"” operations) in North Carolina. W®hile CP&L's and
the Staff's nethods are not identical, the results of the
tvo methods do not differ in material respects.

Such items as revenues, plant specifically located and
serving only customers in one state or serving only
"vholesale" customers, and/or expenses associated with
vroviding service in one state or to wholesale customers can
be specifically assigned to a jurisdiction for the purpose
of eliminating all revenues, plant and expenses not properly
includable 1in the Horth Caroclina retail operations of CPEL
over which this Commission has jurisdiction, However,
because of CPEL's necessarily large investment in
transmission and production plart capacity whick Jointly
serves its entire system by means of a network of high
voltage transmission lines, a majority of its plant
investment and associated production and related plant
expense nust be apportioned on the basis of various
allocation factors. Both the Staff and CPEL proceeded by
first classifying the primary plant and expense accounts to
bemand, Energy, and Customer related categories. The peak
responsibility method was then used by both the Staff and
CPEL to develop the demand allocation factors. Tle size of
the reguirel production and transmission plant being
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dictated to a very 1large degree by the demand upon the
system, the demand related factor is most significant in
arriving at the amount of joint plant to be assigned to each
jurisdiction. The Staff, using its allocation methods
together with various standard accounting adjustments,
arrived at an origiral cost investrent ir gross plant
devoted to Horth carolina retail overations of $635,479,000.
CPSL also arrived at a figure of $635,479,000.

CP6EL's total operations in HNorth cCarolina and South
Carolina (both wholesale and retail) for the test period
ended June 30, 1971, before adjustments, shov gross
opetating revenues of $220,517,000, operating expenses of
$185,358,000, with net operating income of $35,159,000.
Total gross systenm investment in electric plant in service
{(Forth Carolina and South Carolina) was $927,242,000. After
deduct ing accunulated depreciation and contributioms in aid
of construction and other standard adjustments, net
investnent in system electric plant was $752,754,000. The
Commission 5taff audit report indicates a total company
system-wide rate of return of U4.40% on net investment
{including vorking capital as adjusted hy the Staff). Staff
Carter Exhibit Wo. T, Schedule 1, Col. 1.

The WNWorth Carolina retail operations of CPEL, which are
the only services involved in this Docket, computed by
separation of South Carolina business and vwholesale business
in Worth Carolina, produoces thke following operating data on
CPEL's North Carolina retail operations during the test
period, at the rates then in effect: Operating expenses of
$140,046,000; MNet operating income $29,239,000; Original
cost of gross plant in service allocated to North Carolina
retail service $635,479,000; ¥Wet nuclear fuel $14,646,000;
Reserve for depreciation of $123,199,0090; Contributionq to
construction of $2,502,000; Allowance for working capital of
$31,922,000; Net plant $556,346,000; Return of 5.26% oh |, net
investment in utility plant in service. (See Table herein,
rates of return, post.)

The rate increases sought in the Application would
apparently produce additional cevenue on North Carolina
retail business of $30,625,000 for the test period. The
addition of this revenue under the proposed rates would
result in a net operating income of $43,311,000, for a rate
of return of 7.82% on adjusted net investment in plant in
service of $553,859,000 at the end of the test period.

The above operating statistics include many adjustments
recognized in utility rate-making as hereinafter discussed
and as further revealed in the testimony of the various
expert witnesses and the exhibits offered into evidence at
the vpublic hearimg. The figures are principally the result
of the Cormission Staff audit. There is no substantial
disagreement between any of the parties as to the actual
revenues of CPEL, the actual system erpenses of CPEL, or the
actual system investment in plant of CPEL during the test
period, and only minor differences as to the allocated
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expenses and plant investment in North <Carolina retail
service. These bhasic figures are not controverted by any
evidence of record. The Comeission Staff conducted an audit
of the Company's books and confirmed the actual figures, as
described.

The various differences in the conclusions of the expert
vitnesses 0of CPEL and the Compission Staff result entirely
fror accounting and economic adjustments to the actual
figures, pursuant to differences in opinion as to utility
rate-making practices, and recognized utility accounting
practices, to arrive at North Ccarolina retail service. The
record presents differences of opinion as to the proformed
operating statistics of CPEL after such adjustments and the
actual accounting data designed to establish a standard test
year of operations for rate-making purposes. Rdjustrments,
projected by the witnesses, include adjustments to bring
forward known increases in revenues and expenses subsequent
to the test period for "probable future revenues and
expenses™ under G.S5. 62-133(c); contracted wage increases;
and accounting adjustments for deferred debits, rent on
combustion turbines, narketing advertising expense, cash
vorking capital, materials and =supplies, and Pederal and
State tax accruals,

All of the various adjustments by the various expert
witnesses ars amply set forth in the testimony and exhibits
of the vitnesses as shown in the record herein, and all have
been thoroughly considered by the Comamission in acriving at
its Findings of Fact and Conclusions of Taw therefrom, as
kereipnafter set farth.

FATR VALUE EVIDENCE

G.5. ©62-133 oprovides that the Commission shall ascertain
the fair value of the plant in service at the end of the
test period, considering origiral cost, replacement cost
(vhich may be based upon trended cost}, and any other
factors relevant to the present fair value of the property,
and follovwing the determination of fair value, fix a rate of
return on the fair valye of the property as will enable the
utility by sound management to produce a fair profit (to
CP&LLt's stockholders), "considering changing economic
conditions and other factors as they exist, to maiptain its

facilities and gervice in accordance with the reasonable

requjrements of its customers in thé territory covered by
its franchige, and to compete in the market for capital
funds on terms which are reasonabl i

e
its costomers and to existing invest

The first factor prescribed by the statute in deternining
fair value, the original cost {less depreciation} of CPEL's
investnent in plant is not disputed. There 1is no
substantial dispute as to the retail allocations of that
portion of the plant devoted to NYorth cCarolina retail
service. The original cost gross plant in service, as
computed by both the Staff and CPEL, was found to be
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$635,479,000. The depreciation allowance was auditel by the
Commission Staff, and the depreciation rates used do not
require adjustnents. Depreciation reserve allocated to
North Carolina retail business amounted to $123,199,000, and
af ter standard adjustments for the test period, resulted in
net original cost of plant of $556,346,000.

CPEL offered expert testimony and exhibits of the
replacenent costs of the property as "determined by trending
such reasonable depreciated costs to current cost levels, or
by any other reasonable methods!® based on use of Handy-
¥hitman Index. The systea undepreciated trended original
cost of electric plant in service was determined by CPEL to
be $1,365,821,000 which is 51% greater than the original
cost. A substantial portion of the CPEL oplant was bhuilt
within the last two vyears prior to the test period and
during the test period and its replacement cost is very
little, if any, more than original cost. CPEL's annual
reports filel with the Commission show $322,502,000 1in
systen-wide utility plant additions in the three years 19368,
1969 and 1970. An additional portion of the CPEL plant
consists of the hydroelectric plants and older steam plants
of swmall size compared to modern design denerators, and
resulted in trended cost which the Conmnission finds exceeds
the actual fair value of the plant as compared to the
rep lacenent of such plant by plant of modern design of large
capacity similar to the more recent CPEL plant. For this
reason, the Commission £inds that such plant does not have a
fair value properly related to the trended cost of such
plant as shown by CPEL's trended cost evidence arcived at by
taking the old plant as actoally built and applying
increases of the materials and labor involved din
constructing outmoded plant based on today's materials and
prices. For the above reasons, the Cononission has
considered the fair wvalue of thse CPEL plant is not
represented by the trended cost of the existing plant and
lies between such trended cost and the original cost, as
found by the Conmrnission in the Findings of Fact and
Conclusions, as hereinafter set forth, but not as close to
trended cost as contended for in the company testizony.

CONSTRUCTION PROGRAA

3r. Shearon PRarris, President, Chajicman of the Board of

Directors and Chief Bxecutive Officer of Carolina Power and
Light Conmpany, testified substantially as follows:

The Company owns and operates seven steam electric
generating plants, four hydroelectric plants and twenty-two
internal coaobustion tuarbine units, having a capacity of
4,300 megawatts (Mw). Rt June 30, 1971, CPEL's total systenm
capability, including power available on a f£irm commitnment
basis, was about 4,600 Mw. The Comspany owns and operates an
integrated transmission network and distribution systen
throughout its service area, and its facilities are
interconnected with the systems of neighboring ntilities at
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nineteen points in order to provide For the interchange of
power.

¥hile on the national average the usage of electricity has
doubled in the last ten years, electrical consumption has
doubled on the CPE&L system in the last six years, and is
forecast to double again in the next seven years.

on Jupe 30, 1971, CPEL served 574,885 customners versus
only 486,307 customers in 1965, or a total growth of 88,578
customers or 18%. The 1965 peak demand was 1931 Mw and the
June 1971 peak demand had increased to 3625 Nw, Over the
past 5-1/2 year ©period, CP&L's total system capabilitvy,
including firm coomitments for purchased power, expanded
from 2177 H#w 1in 1965 to 4566 Mwv at the end of June 1971.
Enerqgy sales during this same period of 1965 to nid-1971
almost doubled £from 9.7 billion Kvh to 18 billion Kwh for
the twelve months ended June 30, 1971.

A large portion of the growth in energy sales and reguired
capacity was the result of a tremendous growth in new and
expanding industry, a development which would not have been
possible without an abundant supply of electric energy.

Industrial growth is in a large measure responsible for
the corresponding growth in residential consumption of
electricity. The average annual Evh sales to a residential
customer was 6620 Rvh in 1965 and by Jume 30, 1971, this had
climbed to 10,032 Hvh. CPEL's residential customers were
using 38% nmore electricity than the nation average in 1970.

CPEL forecasts energy sales to be over 32.4 billion EKwh by
1976 an increase of almost 90% over the 1970 level of 17.3
billion Kvh, and by 1980 CPEL energy sales will be over 48.7
billion Kvh or 2.8 times 1970. The peak of 3484 nmw in 1970
vas expected to rise to 6591 Mw in 1976 and to 10,951 Hw in
19681.

In viev of this anticipated growth, CPEL must more than
double its plamt capacity by the end of 1976 in order to
assure the availability of adeguate power in its service
area, Betveen the end of 1970 and 1976 the Conpany will
have completed seven stear electric generating units, four
conventional and three nuclear, near Asheville, Roxhora,
Southport, Wilmington and Hartsville, S. C. The total
additional capacity from all these units vill be more than
3.9 million Kv as opposed to the total installed plant
capacity of 3.3 million Kv at the end of 1970. Numerous
extra hiqh voltage transmission lines, distribution lines
and substations would be built to accommodate the expected
loads.

CPEL completed Roxboro 1 and 2 for $82 per kilovatt in
1968, and Roxboro 3, now started on the same site, would
cost $126 per kilowatt, or an increase of 54%. For nuclear
uni ts, Mr, Rarris gave costs of $114 per kilowatt for
Robinson No. 2, $153 per Kw for Duke's Ocomee 1 and 2 to be
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completed in 1972, $210 for VEPCO's Surry 1 amd 2 expected
in service 1in 1972 and $233 for CPEL's 1974 and 1975 plans
near Southport, or an increase in cost of 102% over Robinson
No. 2.

The unusuwally rapid 1lead growth in recent years has
resulted in lower reserve margins than desired. To be
realistic, any analysis of CPEL's plant account and earnings
in recent years must recognize that CPEL revenues have been
larger +than normal because CPEL's resenve capacity was used
dovn to a very low level, and accocrdingly an appropriate
upward adjustaent of CPEL's plant account should be made.

CPEL's construction program is designed to achieve a
reserve equal to 18% of its capacity. The cost for the ten-
year period 1971-1980 was about $3.5 billion. CPEL will be
spending an average of about $738,000 per day during 1971-
1973 or $808 nillion -as compared to a total net plant
account of only about $820 million built up over 65 years of
operations at the end of 1970.

CPEL's construction program is the largest percentage
expansion of any mnmajor electric utility in the country
during 1971-1973 and will cause correspondingly great
capital requirements. Environmental legislation is having a
great impact on cCcarolina Powver and lLight Company's plant
expendi tures and operating expenses.

The total -ost of CPEL's construction program through 1980
wounld be $3.5 billion of which $3 billion must bLe raised
through the sale of new debt and equity securities.

The following points were among those brought out in Mk,
Hipp's cross-examination of Mr. Harcis:

cPSL expended approximately $107 nmillion between the end
of 1969 and June 30, 1971, for new ¢transmission and
generation facilities. 35 to $10 per Kv of the
approximately $125 per Kv cost of Asheville No. 2, was for
non-revenue vroducing precipitator eqgquipment for the control
of particle emissions into the air.

CPEL has plans to sell enerqgy during any given year in
which a large generating unit would come on the line and
over 1A% reserve would be available. There are arrangements
bet ween Duke, VEPCO, SCE&G and CPEL. wherein the companies
can build larger, more economical generating units by
selling a portion of the energy from a large unit to a pool
nemher until the generator owner needs the £ull capacity.
CP&L has entered into some purchase agreepents for power in
order to delay building a plant until a larger, more
efficient unit could be built. An example is the Asheville
area requirements which were £fulfilled by a purchase
agreement with American Electric Power and Appalachian
Electric Power Conpany. AEP bunilt an even larger, more
efficient unit than it had planned, and served 100 Mwv ¢to
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CPEL's Asheville area until CPEL's load was large enough to
support a large unit at Asheville.

During cross-gXamination of ¥#r. BHarris, Mr. Huodson
referred to Mr. Rarris! testimony about CP&L's present need
‘for the comstruction of a great number of new and expensive
plants, low reserves and the plants being needed to meet
increased demands and to increase reserves. Under Mr.
Hudson's cross~eramination, ur. Harris testified
substantially as follows:

Adeguate planning could not have forecast this situwation,
and construction could not have been scheduled at an earlier
date bhefore the effects of inflation had set in so that
total construction costs would be less.

Ooutside consultants made independent studies of CPEL's
growth and these were compared with CP&L's estinmates.

Exaeples of the increased expenditures are for
environmental controls in CP&L generating plants are the 32
to %3 million more expensive, but nmore efficient,
electrostatiz precipitator on Asheville WNo, 2, and the
triple redundancy; rather than double redundancy, now
required in the safety svstems in nuclear plants.

FUEL

Since the increased cost of fuel has been a major factor
which has caused the decline in net income of Carolina Power
and Light Company, both the Company and the Staff presented
fuel witnesses.

Hr, Shearon Harris testified substantially as follovws:

Fuel was CPSL's largest erpense and if the test year
consunption of coal had been consumed at the "hurned" price
of January 1970, CP8L would have been spared an extra
expense of $21,250,000, Puel was not the only increase in
costs. Wages, mainténance expense, and capital costs have
also risen markedly.

Mare than 96% of the electricity generated by CPEL in the
test year was from fossil fuel bhurning plants. Puel expense
rose fronm 31.94 cents per million BTU in 1969 to 42.09 cents
in 1970 to 47.90 cents in the test period ended June 30,
1971. CPEL expects the fuel expense to he about 47.74 cents
for the calendar year 1971.

The Company's long term planning for current fuel
procurement commenced in the early 1960's and the first long
term contracts were neqgotiated in 1965. Througk the mid-
1960's the price of spot coal was below the price of
contract coal and the company had purchased only spot coal.
Two contracts were coansummated in early 1966 and 1957 for
the opening of new mines for an eventual delivery of 2.7
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rillion tons annunally. Additional contracts imnvolving 1.5
million tons annually were also entered into at this time.

Had the Robinson No. 2 (700 M¥) nuclear unit been able to
be placed into service as originmally scheduled in May 1970,
the Company would have been able to cut down on the
purchases of spot coal and would have received most of the
coal during the test periecd at favorable prices.

A nunher of things happened in the prior 1B months over
which CPEL had no control relative to coal supply and price.
Included were the implementation of the nev Federal Mine
Health and Safety Law, 1increased export demand, labor
troubles, shortages of rail cars, increased vages for miners
and generally rising costs £for mining ma terials and
supplies. Whereas the productivity per manday at the coal
mines had been steadily 1increasing up through 1969, the
situyation changed drastically in 1970 and 1971, and
productivity per manday declined. Productivity relates to
more ‘than Jjust contract coal. Declining productivity was
reflected in spot market prices. There was a time within
the 1last ¢tvo or three years when an underground nine might
have averaged 18 tons per manday, but with the imposition of
Bine Safety Laws and other factors, productivity has
decreased to 12 to 15 tons a day in sope mines. The high
productivity of surface pines of around 35 tons per nmanday
are offset to sone degree by costs of reclaiming the land.

The following points vere among those brought out during
Mr. Hipp's cross-examination of Mr. Harris.

With respect to the test period, there were four long-term
contracts for coal supply. One was calculated ¢to yield a
little more than tvo million tons a year, another would
yield 550,000 tons a year, one would yield a million tons a
vear, and the fourth would yield about 480,000 tons a year.
Twvo more contracts have been entered since the test year for
delivery starting in 1973 or later.

The total coal under contract for the calendar year 1971
wvas 5,030,000 tons. CPSL has estimated 1971 reguirements of
six milliom tons. CPEL will receive 70% of the contract
coal in 1971. This is representative of the experience that
CPEL is undergoing. CPSL expects to receive only 58-1/2%¥ of
its burn requirements for 1971 under contract, and the rest
will come from the spot market.

(For purposes of clarity, letter designations were given
to each mine. The following table shows data introduced by
Mr. Harris.)
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3rd Quarter
Contract 1971 Approx.
1971 1972 Quality Price/Ton

Company Tonnage Tonnage BTU/Lb, _fob Mine _ Type Hine

A 2,200,000 2,400,000 12,800 $ 7.10 Underground

B 1,000,000 1,000,000 13,000 6.10 Underground

€ 550, 000 137,500 13,000 725 Strip and
Auger

D 480,000 480,000 13,650 1125 Underground

E 600,000 720,000 12,800 8.50 Underground

F 200,000 500,000 13,000 8.00 Undercground
and Strip
and Auger

5,030,000 5,237,500

Coal contracts have base prices, penalty and premiunm
clauses, and escalation clauses for increases in certain
mine costs as well as force majeure clauses. Force majeure
clauses set out the conditions under which the coal supplier
may te excused from shipment,

The following points were among those brought out in Mr.
Benoy's cross-examination of Mr. Harris:

1) While CPEL has had the right to cancel the contract
of Mine D because of non-delivery since September 1971, CPEL
has been replacing the coal in a lower priced spot coal
market and has saved a total of $18,000 over the 1last year
and a half, 2) CPEL needs the availability of this high
gua lity coal in order to get the maximum capability out of
its generating plants, 3) At the time the Lee and
Weatherspoon plants requiring 13,000 BTU per pound coal were
built, coal of 13,000 and greater BT per pound was
available, and 4) High quality coal 1is needed at these
plants and is needed elsewhere to blend with low quality
coal.

Mr. Harris and Mr. Benoy debated at great length the
contract dispute with Mine B which CPSL submitted to
arbitration. CP&L was awarded for the low guality coal
received from Mine B and the costs of replacing the contract
guantity, but the mine was alloved to recover for increased
costs due to mine safety legislation. As of March 3, 1972,
CPEL was awarded $1,191,917 damages which was reduced to
$632,303 by the mine safety costs awarded to the mine. The
net difference at September 30, 1971, had been reduced to
$182,000 awvarded to CPEL. Costs attributable to mine safety
legislation at Hine B were approximately 4.8 cents per
million BTO.

Mr. Harris indicated that CP&L undertook to demonstrate to
the Arbitration Board the fuel purchasing practices of CPEL,
and introduced paragraph 21 of the arbitration order as
evidence of CPEL's good judgment in buying coal in the spot
market to replace non-delivered coal.
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%21, During the 26 month period, CPEL purchased coal in
accordance with sound manmagerial practice and imn a
commercially reasonable panner conrsistent with its
general coal procurenent policies vhich vere
appropriate to its required procurement of between
5,000,000 and 6,000,000 tons of coal per year."

Mr. Harris' next comments were:

"Now, if anybody could challenge our spot market
practices, we acknowledge these people know the coal
business, and they undertook to challenge it and we
undertook to say to this Board vhat we do in these
practices, and wve were found to have been engaged in good
business manageaent practice."

Concerning a quantity of 469,000 tons of coal fron Mine B
upon which CP&L vas avarded damages for non-delivery, UHr.
Harris accepted, subject to check, that the awvard translated
into 5 cents per million BTU. Mr. Benoy cross—-examined Hr.
Harris, concerning Mr. Harris' earlier testimony wherein it
vas alleged that the Commission's allovance of #1.5¢ per
million BTU as a reasonable cost of coal was unfounded in
the face of CPEL's actual cost of 47¢/MBTU. Mr. Benoy asked
if the 5£MBTUT award added to the 41.5¢/MBTU previously
allowed by the Commission did not come ont to he
approximately the cost of coal in 1970 in the previous rate
case. Hr. Benoy, under questioning from the bench, stated
that "the only reason for this line of questions was the
statement of this witness (Harris) that this Copnission made
a grievous mistake in the allowance of its coal cost, and I
am trying to point out, your Honor, vwhen they followed their
remedies of law as to the breach of those contracts, it came
out to the reasonable cost of coal on the tonnage ve Know
of, cotrelated right precisely between the reasonable cost
of coal and the cost they vwere actually paying." Nr.
Howison, counsel for +the cConpany, countered that all the
460,000 tons in gquestion was not related to the test year
and called it a fallacy in Wr. Benoy's argunent.

Mr. Harris further testified that the Company pursued the
remedies available to it purswant to the teras of coal
contract agreements whenever coal companies did not supply
or deliver according to contract, and that the quality of
the coal bought to replace that from Mine D vas below 13,650
and generally in the range of 13,300 to 13,500 BTU per
pound.

dr. Edwip E. Utley, Manager of the Gemerat
Operationg Department of Carolina Power &
testified substantially as follows:

ion and Systems
Light Conmpany,

CPEL's coal consumption increased from 1,840,257 tons in
1960 to 5,923,441 tons in 1970, During the same period, the
Ccompany's consumption of gas, stated in eguivalent tons of
coal, increased from 0 to 509,204 tons; vwhile consumption of
light o0il stated in eguivalent tons of coal, increased fro=
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5,835 tons in 1960 to 34,741 toas in 1970. The Company's
total expenlitures for fuel increased over four times from
$13,961,780 in 1960 to $69,013,927 in 1970.

Prior to 1966 all of the coal purchased by CP&L, except
small amounts delivered in October through December 1965,
vas procured in the spot market. The price per ton of spot
coal was lover on the average tham the price of an
equivalent ton of contract ceoal. .

In 1965 CPEL made a dec¢isien to place a substantial
percentage of its anticipated coal requirements under
contract. The following reasons vere given as to why such a
decision was mades

N The significant increase in demand by the industry;

2) Difficulties encountered in 1963 in obtaining an
adequate supply of coal;

3) The Conmnpany's rapidly expanding rate of consumption
of coal; and

iy The recomnendations of Ebasco Services.

buring 1966, 1967 and 1968 the systen average purchased
price per ton of spot coal, f.o.b. mine, was 33.72, 34,40
and $3.90, respectively. The system average of contract
coal, f.o.b. mine, for the sare three-year period was $4.32,
$4.50 and $4.34. These price comparisons show that it was
prudent to place only sufficient cpal under contract to
assure an adeguate supply, but leaving the Company an
opportunity to purchase as much spot coal as practical under
the then prevailing lower spot prices.

Higher prices began to be felt in the spot coal market for
the first time in 1966. The 1966 amendments to the Federal
Mine Safety Act of 1952 caused many of the small, marginal
producers to go out of business. Increased unionization of
the smaller mines created higher overhead expenses and
limited the mine operator's flexibility in +the efficient
ntilization of his manpower. The closing of these small
mines reduced coal production, and the reduced supply had
the effect of increasing the price of coal in the spot
market.

CPEL's system average price for spot coal, f.o.b. mines,
in 1970 was $8.70 per ton as compared with $4.87 per ton in
1969, amn increase of 79%. The system average for contract
coal, f.o.b. mines, vas $6.08 per ton for 1970, a a2%
increase over the 1969 price of $4.59 per ton. Such factors
as more stringent safety laws, increased exports, work
stoppages, and increased costs caused the coal prices to
increase substantially during 1970.

Ccoal provided 185,737,519 HMBTU of the total 164,561,329
MBTU required for the test year fossil fuel  energy
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requirements. The cost of fossil fuel consumed for the test
period was 48.94¢2/MBTU or an increase of 6.95¢/MBTO over the
calendar year 1970 cost of U42.09¢/MBTU. The 6.85¢Z/MBTU
increase anounted to about $11,272,458 additional cost of
fossil fuel consumed for the test period ended June 30,
1971, over 1970.

Up udntil 1970 CPEL was able to obtain the guality of coal
it needed in the amounts it required. The desired systenm-
wide minimum stockpile BTT content level of about 12,500 BTU
had been maintained over the year until mid-1970, when “the
quality deteriorated to an all-time low. In order to raise
the BTU value of its coal stocks to at least +the mininunm
level, CP5L ordered higher quality coals. It was necessary
to pay premium prices to obtain the higher guality coal,
thus raising the overall coal price.

The followiny are reasons why it has been necessary for
CP&L to recently obtain substantial amounts of coal on the
spot market:

1) The €failure of the Bobinson Nuclear Unit to come on
the line in May 1970 as scheduled; and

2) Contract coal suppliers were unable to make all of
their contract deliveries. CP&L is in arbitration relating
to the issune of non-delivery of certain coal.

Both spot and contract coal prices will continue to
increase in the future. Factors which could cause this
increase includes -

1) Further effects of the Federal Mine Health and Safety
Act of 1969;

2) Laws affectlng the cost aof reclamation of lani;

N Rage increases;

by Cost increases for materials and supplies:

5) Losses in productivity;

1] Freight rate increases;

7y Lahor shortages;

8) Increased demand among domestic and foreign users;
and

9) Pollution control measures.

As an alternative to a coal-fired generating plant, CPEL
considered converting its coal-fired Units 1 and 2 at . its
.. V. Suntton Plant to use heavy o0il as early as 1964.
According to the Company's evaluation, the conversion was
not deemed economical. ¥In 71969 when the third Sutton unit
was committel for construction, the Company decided to
install oil-firing capability in that unit. At that time,
cost studies showed that it would also be economical to
adapt Units 1 and 2 to burn o0il as wzll as coal. The market
Price of o0il then was about 33.5¢/MBTU as compared to a coal
cost of 36¢£/MBTU for the Sutton Plant. The possible use of
residual fuel oil in place of cdal for some of the Company's
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fuel requirements does not now seem to be feasible on any
major basis.

The current estimate for the cost of nuclear fuel .for the
H. B. Robinson Wuclear Unit, with a 70% first cycle 1load
factor, is 20.10¢/MBTU, The Ffirst cycle of operation is
schednled to end in October 1972,

"The 70% load factor for the Robinson Nuclear Unit is a
cormposite average factor which was applied to the 1971 and
1972 projected generation of the nnit and vas selected to 1)
achieve as nearly as possible the design burnup of the core,
2y pereit refueling during off-peak electrical demand, -3)
permit full load operations during high demand periods as
vell as variable 1loading on the unit in accordance with
systen requirements and incremental fuel cost dispatch, and
4) vrepresent a figure historically approached by other
nzclear units during their initial year of operation."

Mr. Utley concluded his testimony by stating, "In view of
the greatly increased demand for all forms of energy, the
effect of pnine safety regulations, the likelihood of higher
wage and pension costs, environmental control, higher
freight rates, and the other factors I have discussed, it is
protable that the cost of fossil fuel for our Company will
continue its upward trend, although hopefully at a much more
nodest rate than over the past 18 months.n"

The following points were brought out in HMr. Hipp's
cross-eXxanmination of Hr. Utley:

The loads carried by any plant at any particular tite are
controlled by a computer to achieve the highest systenm
efficiency by factoring in fuel cost, transmission losses,
and incremental load curves for each unit.

Sutton Units 1 and 2 are beinqg converted and Sutton Unit 3
is being constructed to burn either coal or o0il, and CPSL
has entered into a contract with Humble 0il & Refining
Company for the supply of oil. The price of o0oil rose from
approximately 33.5¢/HBTU to 65¢/8BTU for 1972 hefore the
contract could be consunmated.

Pressure from the State of West Virginia and strip mining
operations caused a decrease in production from one of its
suppliers and consequently a shortage of deliveries to CPEL.
The Company is investigating the shortage to determine if
the shortage resulted from a 1lack of production or a
diversion of coal to other buyers. The Conpany investigates
all non-deliveries of coal as to its rights under the
contracts and pursues the matter in instances where the
Conmpany has reasons for recourse.

CP&L must have 13,000 BTU/lb. coal for some of its plants
to achieve maximum capacity. These plants were built based
on past experience which indicated the lower construction,
maintenance and freight costs along with "Majequate®™ supply
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of high gquality coal would make high quality coal plants
nore economical than low gquality plants. However, the
supply of high gquality coal is presently decreasing with the
demand remaining constant, thereby indicating that the cost
of high guality coal will increase in the future. This will
have a dramatic effect on the cost of fuel for CPSL.

The £following points were among those brought out in Mr.
Hudson®s cross-examination of Kr. Utley:

carolina Power and Light Company was not getting the
quality of coal it must have to meet the system load with
its existing plants. The Company is studying the situation
to determine a way to purchase the quality of coal required.

The Company has entered into an increasing number of long-
ternm contracts in an attempt to guarantee an ample supply of
high quality coal. The Company test-samples at least 20
percent of the cars of coal received. The State of ¥North
Carolina 1limits the sulfur content of coal consumed to
approximately 1.5%, Modification of existing plants to burn
low gquality c¢oal is not feasible, but lov quality coal is
considered im the design of new plants.

The computer systemn for economic Jdispatch aund systen
loading vas developed by the Leeds and Northrup Company anad
new units are connected into the ecomomic dispatch systen:
hovever, the I.C, turbine units are not included in the
computerized economic dispatch.

In each yeaT 1965-1970 CPEL's actual coal consuaption has
been greater than its estimated coal consumption; hovever,
this is due to accelerated system growth and nuclear plant
delays. Tt is Company practice to have an assured supply of
coal for plants when the plants hegin operationm.

The following points were among those brought out in M.
Benoy's cross-examination of HMr. Utleys:

The shortage of high BTU coal has been increasing the last
fev years amnd is becoming more pronounced as time passes.
In 1967, as an average, the spot coal price was $4.40 per
ton as compared to $4.10 and 3$4.25 per ton Eor CPEL contract
coal, The orice of spot coal declined from January 1971 to
August 1971. It wvas not reasonable in 1967 and 1968 to
predict the condition of the coal market as it turned out in
1970 and 1971.

There is some documentation that coal companies were using
long~tern contracts to borrov money to invest in new nines
in 1967 and 1968 and some coal companies were interested in
getting long-term contracts. FPreight rates are considered
in determining which coal is going to vhich plant. The
nuclear fuel mnarket is currently soft with little
competition and the feasibility of entering into long-term
naclear fuel contracts to protect CPEL from rising nuclear
fuel prices is doubtful. ’
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Dr. Bruce ¥etschert, Vice President of National Econonmig
Research Associateg, nC. , estified substantially as

follows:

many factors have influenced the fossil fuel markets
during the period 1963 to the presemnt. Coal fuel accounted
for 55.3% of the thermal generation of power by electric
utilities in 1970. For the same period 28.8% of the
generation was by use of patural gas, 14.1% by oil, and 1.7%
by nuclear fuels.

The adoption of stricter air pollution regulations places
coal at a coppetitive disadvantage to the other fuels
because of the sulfuar content. All coals contain sulfur in
varying degrees while natural gas and nuclear power are.
sulfur free, While residual fuel o0il shares coal's
disadvantage of natural sulfur content, it is opossible to
reduce its sulfur content to an acceptable level.

The consumption of coal by the electric utilities
increased by 53.3% between 1963 and 1970.  During the 1963-
1970 period of total market growth, the price of steam coal
stayed virtually constant until 1965. An increase in
productivity offset an increase in wage costs of 10.8% in
the three years 1963-1965.

Since 1965 it has not been possible to offset increased
labor costs in the coal indastry with increased
productivity, since productivity has risen less than labor
costs., The most important £factor since 1970 that has
prevented the industry from increasing its productivity at a
rate sufficient to absorb increased labor costs has been the
Federal Mine Health and Safety Act of 1969. The Act
constitutes such a drastic tightening up of safety standards
and iptroduces so0 many ne¥ regqulations that the trend of
improvenent in productivity has been halted and reversed.
The significance of this for the electric utility industry
is that many purchase contracts have escalation provisions
vhich take productivity into account, so that any decline in
productivity is passed on to the buyer in the form of a
price increase.

Coal prices in Districts 7 and 8, the districts from which
CPEL purchases all of its coal, rose appreciably more than
the national average. As shown by the index figures of an
exhibit, between 1963 and 1970 the increase was 78.6% and
69. 4% in the tvo districts, compared with a 42.6% increase
nationally. Increased demand for coal from Districts 7 and
8 counpled vwith decreased production caused the cost of ceal
to rise.

The following are expectations for the delivered cost of
coal from Districts 7 and 8 for the years 1972 and 1973:

1) Continuel +tightening of air pollution standards will
naintain the pressure on the supply of low sulfur ¢oal, most
of which in the Bast comes from Districts 7 and 8.
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2) There will be further imcreases in wage costs.

3) The labor force for underground mining will not grow
to keep pace with industry capacity.

4) General inflation will continue.

5) To the extent that nev tazes are imposed on coal
m»ining, the increased costs will be passed on to the utility
coal customers through escalation provisious.

6) Adjustments of the coal industry to the provisions of
the Mine Health and Safety Act may be expected to provide
further upward pressure on costs, and further increases in
freight costs will also raise delivered prices.

Residual oil is a possible fusl source for CPEL: however,
the national average yield of residual oil from the crude
bvarrel went from 20.2% in 1950 to an average of 6.4% in
1970. Most United States refineries now produce no residual
oil at all.

The price of residual oil with 1% maximun sulfur rose by
898.4% from the beginning of 1969 to May 1971. The price of
higher sulfur oil also rose, since nuch of the nev demand
vas not merely an existing demand for residual oil converted
to a demand for low sulfur residual, but was a completely
new demand. .This increased demand, plus the intention of
0il exporting countries to further increase their share of
the profits on their oil exports, will maintain upward
prassure on residual oil prices during the next year or so.

Concernirg the ' reasorableness of CP&L's fuel purchases
over the last few years, Dr. HNetschert concluoded his
testimony by stating, "In my opinion Carolina Power and
Light has exercised reasonable judgment im contending with
changes that were both unforeseen and unforeseeable.n

In aps¥wer to cross-examipation guestions, Dr. FHetschert
stateds 1) the present spot coal prices are lower than the
peak spot prices of 19703 and 2) Phase IT of the wage and
price controls of the Economic Stabilization Act of 1970
vould not be more than partially suceessful in kclding down

upwvard cost pressures in the coal industry.

Testimony of Staff Puel Witnesses

Nr. Paul Pahey, Commission Staff Coal Consultant,
testified substantially as follows: There was a rapid
increase in the vprice of coal in 1970, with'the increase
reaching its peak late in the year. Some of the increase
vas due to an apparent willingmess on the part of the buyers
to pay any price, reasonable or unreasonable, bhecause nost
large users of industrial coal were having difficulty in
maintaining an adeqguate supply. The problem started in 1969
vhen pining production did not egual consumption by users:
hovever, the large dewand for coal at very higk prices in
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1970 resulted in some increase in production and prices
began to firm up, and even. decrease, and substantial
quantities of coal were available by the spring of 1971.

In regard to Carolina Power and Light Company, CPEL bought
non-guaranteed spot coal much longer than was necessary ahd
consequently, paid a much higher price for the heat content
received, since the coal was consistently received with a
heat content well belov the represented order value.
Concern over stockpile size could not have Justified
continmation of this practice since stockpiles increased
fron an 81-day supply in September of 1970 to a 126-day
supply in Pebruary of 1971. After april of 1971 vhen CPSL
started receiving guaranteed spot coal, the sellers supplied
a better quality of coal, resulting in a lower price for
heat content. The following are examples of differences in
the cost of guaranteed and non—guaranteed coal:

1. At the Asheville plant, ¢thé guaranteed coal 1in
September, 1971, cost 41.54¢/4BTU0 while .non-guaranteed coal
in December, 1970, cost 55.37¢/MBTU.

2. In January of 1971, seven orders totaling 28,500 tons
of ceoal represented at 47.07¢/MBTU vere received on a non-
guaranteed basis at the Asheville plant at a cost of
57.96#/MBTU.

3. sSpot coal received on a non-guaranteed basis in-
September, 1970, averaged 60.10Z/MBTU wkile spot coal
re¢eived on a guaranteed basis in September, 1971, averaged
44 .29¢ /ABTU.

"To ny knowledge guaranteed 'spot'! coal vas available in
September, 1970, or maybe earlier, in the areas from which
Carolina Power & Light Conpany secured its coal.™ An
insistence upon guaranteed guality for spot coal orders by
CPtL sone nonths earlier in Hay, 1971, vould have improved
the quality of its stockpiles and reduced its fuel cost.

In regard to coal under long-term coantracts by CPEL, CP&EL
‘currently has six ters contracts for the purchase of coal,
with the guantity under contract for 1972 totaling 5,237,500
tons. ¥With a pattern of assignment in 1972 similar to the
one of September, 1971, the weighted average cost of coal
under contract, delivered to the respective plants, would be
42.33¢/MBTU * with. a veighted average heat content of 12,940
BTU/1b. With an estimated coal requirement for 1972 of
139, 114,211 HBTU, CP&L has more coal under contract thanm its
anticipated requirements, especially when considering that
the Asheville plant is supplied with spot coal. This
suggests that CPEL should have cancelled its highest _ priced
coal contract when the opportunity existed in Septenmber,
1971, but CPEL did not cancel it.

In regard to an estimated coal cost for 1972, allowing for
increases from thé new United Mine Workers .of America
contract and 1.0¢/MBTU for errors in judgment, CPE&EL .should
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pay 46.0 ¢/MBTU for coal in 1972. Increases in freight
rates and tke cost of mine supplies should be offset by
actions of the various wage and price control agencies being
established by the President. There is no real danger of
strip mining being abolished by law, either State or
Federal.

Mr. Pahey sunmmarized the coal supply situation for CPEBL in
1972 by stating, T"Assuming data supplied the Coamission
Staff by Carolina Power & Light Company is accurate, it
appears that a better job of planning the coal supply is
needed.

The coal under contract for delivery in 1972 exceeds the
estimated burning reguirement. This leaves no room for the
purchase of spot coal which is used, generally, to evenm out
fluctuations in burning requirements, and to take advantage
of seasonal price variations.

From Carolina Power & Light Company records made available
to me, it appears that the Asheville plant is supplied 100%
with spot coal. If this practice is continued in 1972, it
will make the difference that coal under contract exceeds
the burning requirement by more than 600,000 tons.

Carolina Power & Light Company bought substantial
quantities of coal with relatively low heat value at high
prices during a period their stockpile was at a very bigh
level in terms of number of days' supply-

With the current high cost of money continuing, vigilance
and effort are necessary to keep the stockpile within
reasonable limits,

Except ¢for the one very high priced contract, the coal
contracts of Carolina Pover & Light Company are not
unreasonably high in price. I feel that negotiation with
the high priced contractor was unduly delayed in starting.
Instead of waiting uantil the end of July, the negotiation
could have started when Carolina Power & Light Company
negotiated a contract with another supplier at a muchk lower
cost per million BTO f.o.b. mine, effective Januvary 1, 1971.

I like contracts with nore definitive terms and conditions
than generally exist in the Carolina Power 5 Light Company
contracts. This elirinates misundlerstandings and speeds
adjustments. Better protection of the buyer should result."

The folloving point was discussed in Mr. Hudson's cross-
examination of Mr. Pahey:

Hore definitive terms in CPEL's coal contracts would
elininate long arbitration proceedings.

The following points were brought out in Nr. Samith's
cross-examination of Mr. Fahey:
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Industries other than electric utilities offered fantastic
prices for eoal which forced the over-all price of ceal up
faster than normally expected frosm the Law of Supply and
Demand. The export of coal was a factor in the decrease of
the available supply of coal; hovever, it was of less
importance than some people believe. Hine Health and Safety
legislation decreased the amount of production and increased
the cost of production, with the increase in the cost of
production resulting in a greater impact on coal prices.

(Mr. Smith contended that CPEL was ordering necessary high
quality coal.) Repeated failures of the sellers to deliver
the quality of coal ordered should have indicated that CPEL
vas not goiny to receive this high gquality coal and CPEL
shonld bhave ordered a lower quality coal guaranteed at a
quality less than CP§L desired, but higher than it wvas
receiving. This coal vowld have been less costly based on
heat content than that coal which CPEL was receiving. Ar.
Fahey accepted 40.82¢2/MBTU as the 1970 burned fuel cost for
CP5L and u40.52¢/MBTU for Duke Power Company's 1970 burned
fuel cost but added that he @id not knov what was included
in either Company's Phurned cost™, If CPEL's Robinson No. 2
nuclear unit had come on as originally scheduled in Hay,
1970, then CPEL would have had to buy substantially less
coal in the spot market.

A1l electric uatilities in this gemeral area were having
tremendous problems with coal supply. CPEL boeght heavier
than vas necessary at times, but this was due to CPEL's fear
because its coal stockpiles started to decrease.

The availability of coal increased and prices leveled out
and began to decrease in the Spring of 1971.

Mr. Fahey admitted that since the preparation of this
testimony, a CPEL estimate of coal consumption for 1972 had
heen made available. Based on this information, CPEL had
466,000 tons excess reported. If CPEL received ounly 80% of
its coal under contract, it would be necessary to puctchase
50 million BTU of coal on the spot matket; hovever, only 80%
performance on coal contracts is not enough. ({Hr. Harris
testified that CPE&L was receiving about 70% of cral under
conkract.)

Five of CPEL's coal contracts are good contracts at a
reasonable price, but one contract is priced too high. This
13,650 BTU/1b. coal under contract is costing an unnecessary
prerium for quality, vwhen the boiler Jdesign requires only
13,000 BTO/1b. coal and 13,000 BTU/lb. sSpot coal 1is
available at a lower price. (Mr. Pahey would not agree with
Wr. Snmith's contention- that +this higher guality coal was
needed for marximum plant capacity.) -

Mr. Pahey's predicted 46,00¢/8BTU 1972 coal cost for CP&L
was a "delivered cost™, not a ®"burned cost®. A 24-ton per
man-day productivity for estimation of CPEL's 1972 coal cost
vas used by dr. Pahey.
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Mr- BRaobert K. Koger, Director, Copnission. Staff

er
Engineering Department, testified substantially as follows:

Carolina Power & Light Company's conversion to a larger
percentage of generation by nuclear units over the next few
years should result in significant unit cost reduections in
its production expense, .No reduction in generation expenses
resulting from nuclear generation can be expected in the
imnediate future (1972) due to mechanical difficulties and a
70% wmaximun predicted load factor at the Robinson Fuclear
Unit for 1972. The staff has made an investigation of the
predicted load factor for the Robinson Unit.

One reason for the 70% 1load factor for the Robinson
Huclear OUnit is it is necessary to plan +the refueling of
nuclear generation units in periods of low load such as the
spring and fall, so that the Unit will be available to
handle the peak load of summer and vinter. It is therefore
necessary to manipulate the load factor of nucleat wits so
that refueling coincides with the periods of lov load. .
Another reason for the lov load factor is to insure that
sufficient capacity will be available to meet the gquick-load
buildup on cold winter mornings. To accomplish this, nore
fossil units must be on the line, at higher loading, than
during other times of the year. Three reasons contributing
to this are 1) the length of time required to bring a umit
fronr shut-down to full load, 2) silica conditions in the
steam druz limit the rate of load buildup on a unit, and 3)
freezing conlitions at plants.

In response Lo crosgs-exapination by Mr. Smpith concerning
1972 production expenses predicted by the staff, MNr. Xoger
stated that the staff had determined the difference in
"delivered™ and "burned® costs to range between 0.3Z/MBTU

and 1.0¢/MBTU.

Br. Andrev H. Rilljams, Commigssion Staff Nuclear Engineer,
testified that the production expensas for 1972 allocated to
North Carolina Retail will increase over the test year by
£2,429,152, using. carolina Pover & Light Conpany's
generation mix and estipated costs vill increase over the
test year by $2,599,012 assuming no natural gas available
and Carcolina Power & Light Company's éstimated costs will
decrease by 364,029 using Carolina Pover § Light Conpany
generation and Mr. Fahey's estimated c¢oal cost, and will
decrease $385, 645 assuming no natural gas available and Hr.
Fahey's estimated coal cost.

In response to cross-examination by Br. Spith, Hr.
Willjams stated that when considering the maximur 1.0#/MBTU
di fference in '"burmed" and "delivered® costs for Carolina
Pover & Light Company added to the 46.00Z/MBTU delivered
cost predicted by Mr. Fahey for 1972, the production costs

- given for 1972 using Mr, Pahkey's predicted cost should be
increased by approxirmately $700,000.
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INTEREST CHARGES

carolina Power and Light presented voluminous testimony
and exhibits relating to the cost of senior debt capital,
including the testimony of its President, Shearon Harris,
its Financial Vice President, Edvard 6. Lilly, Jr., and its
expert Utility Financial Consultants: Paul Rallingby, Jr.,
of White, Weld & cCompany and L. Sanford Reis, President of
Reis Chandler, Inc. .

The Compission's Staff presented testimony {and related
exhibits) on these matters from its comnsultant, David A.
Fosh, a recognized public utility consultant and expert in
public ntility fimancing.

Taestimony and exhibits of these witnesses reflect the
following factual data and information:

Interest rates on long—tera debt have risen steadily from
1968 through August, 1970, and have since declined slightly
up to the present time. carolina Power and Light, for
exanple, sold bonds with the following cost of money:

October 1968 - 6.87% August 1970 - 8.85%
January 1970 - B.79% January 1971 - 7.42%

These rising interest rates, at a time vhen Carolina Pover
and Light's capital regnirements have been unusually heavy
due to its large construction programs, have caused the
imbedded cost of Carolina Power and Light's long-term debt
to increase from 4.72% at December 1969 to 5.89% at June 30,
1971, the end of the test year in this proceeding. This
increase in the imbedded cost of long-ternm debt requires
about $3.7 millicn in additional annual interest charges,
based on Carolina Power amnd Light's test year capital
structure, allocated to its North Carolima retail business.

carolina Pover and Light Company's total interest charges
including long- and short—term debt on an annualized basis
vere $30,093,964 for the test year, witk $21,039,232 of this
total Yeing allocated to the North carolina retail
operations.

Under Carolinra Power and Light's Bond Indenture (Section
27) additional Bonds may not be authenticated and delivered
npon the basis of property additions unless, as shown by a
net earnings certificate, (which means net earnings before
income taxes) +the Ynet earnings" of the Company for 12
consecutive calendar months within the 15 calendar nonths
inmediately preceding the first day of the calendar month in
which delivery of the additional bonds are wmade to the
Trustee, shall have been egual to at least tuice the amount
of the annual interest charges or all first wmortgage bonds
ontstanding plus the additional bonds proposed to be issued.
The amount of earnings available to cover fixed charges aTe
on allowable expense before income taxes are coaputed.
Based on the test year operations and after accounting and
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pro forma adjustments, the interest charges coverage ratioc
computed before income taxes was 2.22 times at the present
level rates and will be 3.22 times after the increase in
rates herein approved. The interest charges used in
computing thess ratios includes all long- and sShort-tere
interest charges annualized.

These interest charges coverage ratios acte much smaller
than prevailed prior to 1968 when interest rates were much
lover than preszntly exist. Much expert financial testimony
vas presented 3in this hearing as to the weight the
Commission should give to the interest charges coverage
ratio. Carolina Power and Light's witnesses favored a ratio
considerably higher than the bond indenture of tvo times,
contending that a higher ratio would protect Carovlina Power
and Light?s bond rating and thereby cause the interest rates
on its future bond sales to he lower than would prevail if
earnings wvere only sufficient ¢o provide the lower ot
minimum bond indenture coverage ratis. #r. Kosh, on the
other hand, argued that so long as the coverage ratio net
the bond indenture ratio, Carolira Power and Tight counld
attract its long-term dJdebt capital at reasonable and
competitive interest rates.

Data presented by all the cost-of-money witnesses show
that Carolina Power and Light's interest coverage ratios
have declined from pre-1968 levels but to no greater extent
than other utilities and non-utility companies which have
maintained similar capital structures and have had similat
large long-term debt capital requirements Auring the 1968-
1971 period of increasing high interest rate levels. Staff
rate of return witnéss Kosh contended that the additional
revenue dollars which would be required to maintain pre-1968
coverage ratios during this period of high interest rates
and heavy demand by Carolina Power and Light for lonq-term
debt capital would be more costly to the ratepayer than
would be the higher interest cost that might result i€
Carolina Power amd Light's bond ratings were to he slightly
lovered. Actwal bond sales by Carolina Power and Light
during the 1968-1971 period show that Carolina power and
Light has remained conpetitive in its abilit*v ton attract
long-term debt capital.

FINDINGS OF FACT

1. That Carolina Power & Light Company is duly sryanized
as & public utility company und=r the laws of  Maorth
Carolina, holding a franchise from tha Utilities Commission
to furnish electric power in a pmajor wvortion of HNaorth
Catolina, under rates and service regulated »v the "tilitiesn
Commission as provided in chapter 62 of the General
Statutes.

2. CPSL supplies retail electric service in 200
conmunities, each having an estimated population of 300 or
more, and supplies electricity at wholesale rctates tn
muricipalities and electric npembership corporations; the
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retail electric service was being sopplied to 574,885
customers in North Carolina and Somth Carolina at the end of
the test period on June 30, 1971.

3. That CPEL has invested $635,749,000 at original cost
in utility plant in service for its ©¥North Carolina retail
custoners at the end of the test periecd June 30, 1971.

4. That the portion of said plant which bhkas been
consuned by previous use recovered by depreciation expense
is $123,199,000.

5. That CPSL received contributions in aid of
construction of said plant from its customers of $2,502, 000
to be dedncted from CPEL's irnvestment in plant.

6. , That the net investment at origimal cost of CP&EL's
plant in service under G.S. 62-133(b) (1), being original
cost 1less contributions in aid of construction and portion
consumed by previons use recovered by depreciation, is
£524,424, 000.

7. That the necessary cash- working capital for North
Carolina retail plant is $14,440,000, based on 45 days of
operatior and maintenance expense, and the necessary
materials and supplies is $19,996,000, from which the
rommission deducts Federal and State Income Tax accruals of
%*2,%14,000, giving total working capital allowance computed
as follows:

(a) Cash working capital, based on 45 days

operation and maintenance expense $14,440,000
(k) Materials and supplies 19,996,000
Sub-total $34,436,000

{c} less Federal and State Income Tax
accruals $ 2,514,000
Balance $31,922,000

3. The wvorking capital balance of $31,922,000 set forth
immediately above, vhen added to CPEL's original cost of
plant to include mnecessary working capital, results in a
total net origimal cost of plant in service at the end of
the test period of $556,346,000.

9. pursuant to the decision of the Worth Carolina
Snoreme Court in the lLee Telephone Company case, State of
Yorth cacolina, ex rel Utilities Commission ¥. Morgap, 277
NC 255 (197, #e have not included in CPEL's plant in
sarvice any sumns expended or recorded on CPEL's books for
plant which was not used and useful and in service at the
endi of the test period ending June 30, 1971, said exclusions
at the end of the test period (based on system-vwide
accounts) being construction work in progress, $179,293,513,
and property held for future use, $382,540.

10. That the cost of fuel, as a probable future operating
expense, under G.S. 62-133({c), will not exceed the cost
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actually experienced during the test year of 47.9¢/HBTU and
farther that a 47.9¢/MBTU fuel expense 1is a Teasonable
figure to use in estimating the immediately predictable
future cost of fuel on an Yequivalent™ fuel cost hasis. In
estimating future £uel expenses to be proformed into test
year data, it is necessary to refer to an “equivalent?" fuoel
cost figqure due to the effect of the large scale generation
of pover by nuclear facilities planned in the second half of
1971 and in 1972, sajd generation being chardcterized by
much lower fuel costs (19.68¢/HBETU) but substantially higher
anntal carrying costs, The folloving paragraphs and table
set out the Conpission's £indings on the ~ individual
components and projected fuel mix which result in its over-
all findings of 47.9¢/MBTU as a reasonable cost to be
proforred into test year data. During 1972, CPEL will
utilize a considerably different fuel mix than that nused
dering the test period., BResidual oil and nuclear fuel will
he consuned in substantially larger quantities and +the net
result will be a decrease of approximately three and one-
half cents per million BTU, vhich is egquivalent to
approximately .3 mills per RWH generated, based on test year
generation. Hovever, operations and maintenance expenses
and carrying charges associated with the nev and existing
generation equipment will add . 107 mills per RWH and .776
mills per K#H, respectively, which will slightly exceed the
savings in par KEWH fuel costs and the reduction in amount of
purchased power planned over that purchased in the test
vear. (See following Table A which more clearly sets these
figures out.)

In reference to the costs of the individual €frel
components which form the basis for the #7.90#£/MBTU fuel
cost proformed into the: test year data, we f£find the
follovwing costs to be probable reasonable opeérating costs
for the various fuels to be used in the Company's generation
of povwer in the immediately preédictable future.

fa) Coal - 47.00¢/MBTU (Company-predicts 49.68¢/HBTU but
we have adjusted for the-:wvage and price controls and
improved buying practices as ordered elsewhaere in
this Order.)

ft) ™Light-off" oil - B7.90¢/HBTU (represents no expected
price increase over test yvear.) ’

{c) ‘'bump gas®™ -~ HU7.0¢/MBTU0 (price tied to price of
coal.)

{(d} Residual 0il - 65.38£/MBTU (Price represents contract
prices for Sutton Plant.)

(e} TI. C. Turbire o0il and gas - B86.0£/HBTU (Price
reflects greater dependence on oil during 1972.)

(f) MNuclear Fuel - 19.68¢/MBTU.



TABLE A

COMPUT ATICN OF ACTUAL AND PREDICTED GENERATION COSTS
Heat BTO Cost
Gen. Rate Consumed ) Mills/
Period Type (MIH) BTU/KWH |0Exp6  BTUO b ] £/MBTo KRH
Coal -— —— 145,737,519 ' 69,606,498 47.76 -
0il - - 835,404 734,323 87.90 -
Dunp Gas - - 13,165,900 6,015,6]2 48.73 -
Test  Subtotal 16,318,809 9,788 159,738,823 76,756,433 48,05 4.7036
Year
I.C. Turbine
Gas & 0il - 348,827 13,825 4,822,606 3,772,758 78.23 |0.8]586
Huclear 482,589 11.912 5,748,610 12057,.27] - 18.39 2.1908
TOTAL 17,150,225 9,930 170,310,043 a) ,586,462 47.90 4.7572
Coal -— -~ Appx (39,114,211 65,383,679 47.00 —_
(Fahey)
0il - - AppX 792,934 696,989 87.90 -
Dunp Gas - - Appx 12,564,958 5,905,530 47,00 -
’ . {Adjustei)
Subtotal 15,623,726 9,760 152,487,352 n.,289,279 47.2) 4.6077
1972
I.C. Turbine
Gas & 0il 462,780 14,639 6,774,636 5,826,| 87 86 .00 |]2.5895
Nuclear 3,810,240 10,727 40,872,444 8,043,697 |19.68 2. 1111
Residunal 0il | 585,489 9,524 5,100,150 9,872,478 65.38 6.2268
Sutton_3
TOTAL 10,019 215,234,582 95,731.64] 44.48 4.4563

2] ,482,230

sarvyd
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Test Year

Expense 3 Mills/ZKSA*_
Operation & Maintenance 11,816,802 0.66|5
carrying Charges 58,353,617 3.2666
Fuel cCosts 8] 586,462 4.56T)*x
TOTAL 151 ,756,88] 8.4952
Difference from Test Year 0 0
If |972 Conditions are
Related to Test Year
Generation {5],756,88] 8.4952
Difference Between Test
Year Adjusted to 972
Conditions & Actual
Test Year 0 1]

Less Test ¥r. Annualization

Adjusted to W. C. Retail
(G) 65.49%
Less Test Yr. Annualization

Less | 972 Savings on Cost of
Purchased Power {N.C. Retail)
Increase of Expenses over
Test Year

* Includes Hydro Generation
*+ Decreased from fuel costs shown above by effect of
inclusion of Hydro Generation

1972
s _ Nills /KwhE
17,042,000 0.7684
89,657 ,74| 45,0425
95,73),68] 4.3 |6h%e
202,431,382 9.1273
50,674,501 +0.632]
163,049,248 9.1273
11,292,367 0.632]
=2.228,000
=9,.068,367
7,395,37|
=1.856,498
5,948,873
=5,600,345
$ 338,528

zel
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11. In reference to CPEL's fuel procurenent practices, we
find the following:

{a) An offer was made by Humble 0il & Refining
Company in March, 1970, to furnish residval oil to CPEL .at a
cost of approximately 33.5¢/MBTU. The offer was not
accepted. After further negotiation, a coatract was signed
in early 1971 at an estimated 1972 cost of 65¢/MBTD, which
is a substantial increase. Carolina Power & Light Company
alleges that +this escalation will not occur in the nuclear
fuel market before 1975, and it is not at this tine
attempting to secure future nuclear fuel requirements under
long-term contracts.

(b) Carolina Power & Light Company purchased coal
in substantial quantities ism the spot parket to increase the
Cozpany stockpiles from an 871-day supply in September of
1970 to a 126-day supply in PFebruary of 1971. A =najor
portion of +this period occurred in the middle of the Ycoal
crisis® when spot coal prices were the highest. The
Company's witness, Mr., Otley, indicated that a 10-week ({70
days) supply is desirable, which is substantially less than
that acqguired by CPEL during ¢this period. Also in this
period of time, CPEL continued to order high guality cocal on
a "non-guaranteed® ©basis despite evidence that it was not
receiving the BTD content being specified.

{c) Carolina Power & Light Company does pot fully
epploy competitive bidding practices nor require perfornance
bonds in its procurement of coal.

12. That CPEL controls 1loads on its various generation
units by a computer but dees not include in the computer
program the numerous internal combustion ¢turbines used
primarily for fpeak shaving™.

13. That CPEL's revenue under present rates on an
annwalized basis for customers served at the end of the test
period for Horth Carolina retail service was $169,285,000.
The operating revenues, as found, include $6,071,000 of
grovth factor to increase the actual revenues of
$155,840,000 .-during the test period by the amount estinated
for customers added during the test period to annualize the
revente from custopmers served at the end of the test period.
The reasonable operating expenses of CPEL during the test
period, using the cost of fuel of 47.9 cents per million
BTU, was $99,421,000. :

14. That +trending the original cost of said plant in
service at the end of the test period to current cost levels
by the application of trended cost inderes, less
depreciation, under G.S. 62-33(b) {1), gives trended cost . of
$743,692,621, and under the statute is found to be the
replacement cost of the North <Carolina retail plant in
service based on the trended cost method.
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15. That the Conmmission finds that the fair value of
CPEL's retail property used and useful in providing. the
service rendered to the public wvithin Nortk cCarolina,
considering the reasonable original cost of the property,
less that portion of the cost which has been consumed hy
previous use recovered by depreciatjion expemse, and
considering the replacement cost of said property by
trending original .cost to current cost levels by trended
cost indexes, and comnsidering the condition of the property
and the outmoded design of some of the older plant which had
been increased the most on a percentage basis hy the trended
cost indexes, and considering that a substantial amount of
said plant was added during the twelve months of the test
period (i.e., on a system-wide basis, with plant at the
beginning of the test period July 1, 1971, of $736,679,816,
plant additions during the twelve months of the test period
were $175,481,460), the Commission finds that the fair wvalune
of said plant should be derived from giving two-thirds
weighting to original cost and one-third? weighting to
trended cost or replacement cost, and the. Commission finds
that the fair value -of said plant devoted to retail service
in North Carolina is $618,795,000.

16. That the actual investment currently consumed by
actual depreciation during the test period was $17,249,000.

17. That the net operating income for return at the end
of the test period, as adjusted to fuel .cost of 47.9 cents
per millioen BTU was $29,239,000, and produced a rate .of
retuin on the. original cost of plant in service, less
depreciation, of 5.26%, and a rate of return on eguity of
6.86%, and a rate of retern on the fair wvalue of CPSIL's
property in service of 4.73%, and such rate of return is
found to be insufficient to provide a fair profit to CPEL's
stockholders under G.5..62-133(b) (4), considering changing
economic conditions, and .is insufficient to allow CPEL +to
compete 3in the. market for capital funds on terms which are
reasonable and fair to its customers and existing investors.

18. That the. rate of return pecessary on the fair value
of CPEL .property, vwith sound management, to produce a fair
profit for 1its stockholders, considering the economic
conditions as they exist, to nmaintain its facilities and
services in accordance with the reasomable requirements of
its customers in the territory covered by its franchise for
the Worth Carolima retail service, and to compets in the
market for capital funds on terms vhich are reasonable and
which are fair to its customers and to existing investors is
6.39%, which rate .of return will require rate increases +to
produce $22,441,000 of additional gross revenue from- Horth .
Carolina retajl service and will provide a retarn om eagquity
to the common stockholders of 12% by providing met income
for common stockholders of $24,068,000 on equity: of
$200,575,000, and Tequires amn increase of 14.38% ‘over the
rates of all metered retail customers in effect prior to the
interir rate increase alloved in this proceeding, and being
73.28% of the rate increase applied for in the Application,
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and is an increase of B.75% more than the interim increase
of 5.63%, which is included in this fimal determination.

CONCLUSIONS

The Applization of CPSL in this proceeding seeks an
increase under the proposed rates to produce $30,624,718 of
additional revenue from its customers on metered rates at
the end of the test period on an annualized basis. Based
upon the Findings of Fact above, the Commission finds and
concludes that the total amount applied for is not supported
by the record and would produce a return greater than that
found to be just and reasonable. The . following Tables,
based apon the Findings of Fact, show the calculations for
the $22,441,000 additional revenue found to be rTeasonable
from the records in this proceeding:
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I. CAROLIWAR POWER & LIGHT CO.

- W. C. RETAIL OPERATIONS
NET OPERATING INCOME AND NET INCOME DERIVATIONS

FOR TEST PERIOD - 12 MONTHS ENWDED JUNE 30, 1971
{$0001s)
At

Present Increase Approved

Iten _Rates  Approved _Rates _

Gross Operating Revenues $169,285 $ 22,481 $191,77%6
Operating Expenses:

Fuel for Generation 55,455 55,455

Purchased Pover B, 814 8,414

Wages, Benefits & Materials 35,552 35,552

Total Operation &

Haintenance Expense $ 99,421 3 99,421
Depreciation 17, 249 17,249
Taxes other than Income 17,400 1,346 18,746
Income Taxes=-State 926 1,266 2,192
Incone Tazxes-Federal 4,307 9,518 13,825
Investment Tax Credit (Net) (353 {353y
Incope Taxes-Deferrted

Accelerated Dep. 1,095 1,096

Total Operations Expenses $140,046 $ 12,130 8152,176

Wet Operating Incone for Return § 29,239 $ 10,311 $ 39,550
Rate of Return on Fair Value
Rate Base 4. 73% 6.39%
Net Other Incone $ 11,485 $ 11,485
Income available for fixed
charges 40,724 51,035
Pixed Charges:
Interest on long term debt 19,030 19,030
Interest on short term debt 2,009 2,009
Total Fixed Charges 21,039 21,039
Fet Income Before Preferred
Dividend 19,685 29,996
Preferred Dividends 5,928 5,928
Net Tncome for Common .
Stockholders $ 13,757 10,311 $ 24,068
Conmon Stockholders Egquity £200,575 $200,575
Rate of Return on Common
Stockholders Equity 6.86% 12.00%
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Type Capital

Long Term Debt

Short Tearm Debt

Preferred Stock

Coamon Equity:
Common Stock &
Retained Earnings

Sub Total

Deferred Investment
tax credit

Deferred Income taxes

Total
Capitalization

CAROLINA POWER & LIGHT CO. - N, C. RETAIL OTERATIONS
REASONAELE CAPITAL STRUCTORE AND EMBEDDED COST

(%000 's)

Embedded

Cost and Over-All
Anount Total X Return % Cost Rate X
$£324,506 48.60 5.86 2.85
$ 36,122 5.4) 5. 56 =30
$ B6,9:3 13.02 6.82 -89
$200,575 30.04 12.00 3.60
$6u48,456
$ 3,594 .58 0 0
$ 15,9€8 2.39 0 0
$667,734 100.00 7.64

Annual Interest
And Return

__Regquirement _
$19,030
$ 2,009
$ 5,928

$24,068

$5),035

13IDIZIOATA

LEL
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IIY¥. CAROLINA POWER & LIGHT CO., - N. C. RETAIL OPERATIONS
RATES OF RETURN

Electric Plant in Service
Net Nuclear Fuel .
Less: Reserve for Depr.
Contributions in aid
. of construction
Net Investment in Plant
Working Ccapital Allowance:
45 Days Expense-Cash Allow.
Materials & Supplies

Less: Average Federal § State
Income Tax Accruals

Net Working Capital
Allowance

Total Electric Otility
Propercty

¥et Operating Inconme
For Return

Rates of Return

(0001 5)
ORIGINAL COST

Present Approved

_Rates Rates
$635,479 $635,479
18,646 14,646
123,199 123,199
$ 2,502 $ 2,502
524,424 $524,42y
14,440 14,840
$ 19,996 $ 19,996
5 2,514 § 4,337
$ 31,922 $ 30,099
$556, 346 554,523
$ 29,239 $ 39,550
5.26% CT.13%

FAIR VALODE
Present Approved
—Bates ——Rates
3 3
)
-
]
xd
w
$6]8,795 $618,795
$ 29,239 $ 39,550
4.73% 6.39%
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1. The Conmission concludes that 73.28% of the amount
applied for in the proposed rate increase, as amended, is
necessary to maintain CPEL's facilities and services in
accordance w%ith the reasonable requirements of its retail
customers in Forth Carolina, and to provide a fair rate of
Treturn to CPEL on the fair value of its property used and
useful in retail service in North Carolina.

2. The rates proposed by CPEL are: found ¢to be
unreasonahble and unjust to the extent that they produce any
increase in annualized revénue on the North Carolina retail
customers at the end of the test period in excess of
$22,441,000.

3. CPEL has begun'cost of service studies to measure the
differentials in cost and other factors affecting the
classification of Trates by end-use of electricity betvween
classifications of customers, but such studies require
additional tirme to conmplete and are. not available for
consideration in this Docket and are reserved for f£uture
investigation and review after they are coanpleted.and filed
with the Commission pursuant to the Order .entered in Docket
No. E=2, Sub 193, on October 2, 1970.

4, The Commission concludes from all of the evidence and
2ll of the testimony and the entire record herein +that the
earnings of CPEL, based on 47.9 cents per milliomn BTU cost
of fuel as actually experienced in the twelve-nmonth test
pericd ending June 30, 1971, have been reduced by increases
in the cost of coal and 0il and by increases in interest
expense and wage costs and other expenses to such an extent
that the ability of CPEL to sell additional honds and common
and preferred stock sufficient to finance necessary
construction of additional plant are placed in Jeopardy
under the present rates. The evidence reveals that the
earnings per share for CPEL for the twelve months ending on
June 30 on the years shovwn below are as follovs:

1968 $1.98
1969 2.05
1970 1.56
1971 1.32

The above earnings per share during the test period ending
June 30, 1971, of $1.32, were insufficient to pay the
estahlished dividend of $1.46 on common stock. As of June
30, 1971, 75% of ¢the $13,757,000 earnings availabla for
common stockholders (on a system basis) vas derived fron
"other income" of $11,385,000, adjusted (mostly interest
which is not money income that produces cash for dividends,
but is an accounting entry to offset the cost of
construction work in progress). The Comnission concludes
that CPSL could not continue adegquate service in its service
area and compete on a reasonable basis in the market for
additional capital funds necessary to continue its mnecessary
canstruction prograr without the rate increase approved
herein.
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5. The ability of CPEL to provide adequate service in
its service area and to construct nesded plant for necessary
electric current requires the raising of additional outside
capital through the sale of stocks and bonds, and the lavw
reduires that rates be fixed to give a fair return on the
fair value of property sufficient to wmaintain its earnings
at a level so as to attract the capital necessary for such
programs, The increased cost of coal and the increased
interest costs are amply shown in the record to be the
prinary causes of the decline in earnings shown in the
evidence as set forth above.

6. The reasonable capital ratio of common stock,
preferred stock and debt capital for the present economic
conditions for CPEL is 48.6% long-term debt, 5.41% short-
tern debt and bank borrowings, 13.02% preferred stock, and
30. 04X common stock, with a balance of 2.09% deferred incone
taxes and other interest free capital, including deferred
investment tax credit.

7. The Commission, Tecognizing that much of the
requested rate increase is based on increased costs of fuels
used in the generation of electricity, has given
considerable study to the evidence presented regarding
{1} CPtL's fuel procurerpent practices, (2) test year and
projected fuel nmixes and costs, (3) effect of nuclear
generation, and (4) the reasons given for the rapid increase
in fuel prices during the test period.

In reference to the Company's procurement policies and the
increased fuel prices it experienced during the test period,
wve conclude that the resultant total fuel cost is acceptable
as being representative of "goed faith™ barqaining prices
and as reflecting actual costs incurred during the test year
by CPEL. However, we are concerned that CPEL's procorement
practices may not have resulted in CPEL'S obtaining fuel at
the least cost available and, partly for that reason, we
conclude that CPEL's prediction of copal prices of
49.68¢/MBT0 for 1972 is excessively high particularly in
view of ths wage and price controls. We further conclude
that CPEL should imnediately initiate and ipplement a
competitively structured fuel procutement program.

In reference to CPEL'S greater generation of pover by
nuclear fuel during 1972, we conclude that the per K¥H unit
savings in fuel «costs will be offset hy the additional
carrying costs per K¥H of the nuclear facilities vwhich are
further increased by the 70% load factor limitaticn placed
upon the facilities during 1972,

In view of our study and analysis of the above, ve
conclude that a correct fuel cost figure for use in pro—-
forming reasonably predictablé costs into the test year data
is 47.90¢/4BTU, said figure also beinqg that fuel cost which
CPE&1 actually experienced during the test year.
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8. That it is in the public interest for CPEL to reduce
its advertising and promotion expenses, and the Commission
concludes that CPEL should effect further reductions in such
expenses. The question of continued sales effort in the
promotion of the sale of electric heating is reserved for
other proceedings following the filing of c¢ost of service
studies by CPSL, to determime the advisability of such
increase in electric heating to balance the syster load of
CPEL with summer air conditiomning.

9. Changes in the interest charges coverage tatio have a
direct influence on the rate of return to the common
stockholders' equity due to the fact that the interest costs
must be dedurted from net operating income before the rate
of return to the common equity capital can be computed. In
the instant situwation, the Commission concludes that it is
necessary to provide additional revenues so that CPEL's
coverage ratio will be adeqguate, and it results in a rate of
return on common equity at the 12% level. A coverage ratio
higher than 3.22 times would in itself require additional
revenues that would produce a higher return on the common
stockholders! equity. These interacting functions of the
coverage ratio and the rate of return on common equity, two
impertant earnings criteria recognized in +he financial
markets from which CP&L must seek funds, have been carefully
considered by the Conrission.

10. Based upon all of the expert opinions and testimony
and the exhibits and the record regarding CPEL's interest
coverage ratios, the commission is of the opinion and finds,
as will be hereinafter set forth, that under the existing
monetary and economic conditions, CPEL'S competitive ahility
to attract long-term debt capital vill be protected under
the approved increase in rates hereinafter set forth, which
provide an interest charge coverage ratio of 3.22 times,
before income taxes.

11. The testimony shows that the loads on the various
generation units are controlled by the Company's
computerized dispatch system for the purpose of facilitating
the most economic pattern of systen generation. Hew units
are incorporated into the economic dispatch system as they
come into service; however, the I.C. turbine units in the
Company system are not controlled by the conputerized
econonic dispatch system. The T. C. turbine units represent
only a small percentage of system generation since they are
mainly used for generation during peak demand periods but
their omission in the computerized program raises the
possibility that CPEL may not be fully atilizing existing
technology in terms of economic dispatch and system loading.

The Commission concludes that further investigation in
this area is warranted.
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MODIFIED RATE INCREASE

CPEL. is one of the fastest groving electric utilities in
this country. It expects to donble its +total plant
investment in the next six to seven years, which
construction progran will require approximately
$3,000,000,000 in capital funds.. In order <for CPEL to
attract these funds, its earnings must be maintained omn a
level substantially higher than it experienced during the
test year, during which time its earnings fell sharply.

This serious decline in earnings vas occasioned
principally by higher interest expense and higher fuel cost.
Rising fuel cost was the mnmost critical factor affecting
CP5L's earnings., Most of the increased cost of fuel vas due
to market conditions beyond CPS8L's control, but substantial
savings in fuel cost could have been achieved by nore
efficient and effective fuel procurement practices and
technigues.

CPEL obviously must improve its earnings over that of the -
test year, and it obviously mnust exercise all wpanagement
skill and initiative '‘possible to hold operating expenses,
particularly fuel cost, to the lowest possible level., The
rates approved herein will enable CPEL to earn profits
sufficient for it to attract its needed capital, and are no
more nor no less than the Commission deems necessary, just
and reasonable for such purposes.

The increased revenue needs Ffound necessary in this
proceeding are $22,441,000 annunally, based on the test year
operations. The rate increase required for application to
CPEL tariffs to produce such increase in revenues is found
to be a flat rate across-the-board increase of 14.38% on all
of CPEL's metered rate schedules, which said increase
includes ¢the interim rate increase heretofore approved by
the Commission by Order of Jume 30, 1971, and upor placing
the 14.38% flat rate increase in effect on service rendered
on and after March 1, 1972, as hereinafter provided, the
interim rate increase approved on June 30, 1971, shall he
terninated as being included in the final rate found to be
Just and reasonable herein, and the scle rate increase
renaining in effect shall he the 14.38% increase on the
metered rates which were in effect prior to the filing of
the Application on May 3, 1971.

PRICE COMMISSION

The Utilities Conrmission takes judicial notice of the
President's Executive Order No., 11627, entered on October
15, 1971, establishing Phase IT of wage and price controls
under the Economic Stabilization Act of 1970 beyond the
.original 90~day pericd ending November 13, 1971, and the
establishment of +the Price Connission pursuant to said
order, and the rules and regulations of the Price Commission
published in Volume 36, Wo. .220, Federal Ragister, Decewmber
17, 1971, & 300.16, Regulated Utilities, at p..21,793, as
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amended in Volume 37, Yo. 9, Federal Register, January 14,
1972, at p. 652, requiring that regulated public utilities
having gross receipts of $100,000,000 or more give notice to
the Price Comaission of any price increases authorized by
regulatory adencies.

The Utilities Commission is further advertent to public
statements of guidelines and vpolicies of the Brice
Conmission. The 1increase approved here is 8.75% more than
the interim rates which were approved on June 30, 1971, and
which were in effect during the base period prior to the
price freeze on August 4, 1971, The Coapission concludes
that the ©Worth Carolina rate procedure and the evidence in
this proceeding, and the consideration thereof by the
Commission, £irxes the rates of CPSL in this proceeding on
the lasis that they will provide no more than the mininmunm
return necessary to assure continued and adeguate service.
The return actually earned by CP6L from the rates previously
in effect produced a rate of return of 5.26% on net
investment or 4.7% on the fair valae of the plant in
service, and if continued without the rate increase approved
here, would not be adeguate to assure continned and adequate
service, and this Commission finds and so certifies that the
increases are consistent with the criteria established by
the Price Comzmission, and the documantation for such
findings are set out fully in the Findings of Pact and
Conclusions herein, based on evidence of record of the
public hearings herein.

IT XI5, THEREFORE, QRDERED AS FOLLOWS:

1. That effective vwith all service rendered on and after
march 1, 1972, on all bills rendered on and after April 1,
1972, the applicant Carolina Power & Light Company is
authorized and permitted to' put into effect increased rates
and charges to effect an across-the-board flat rate increase
on all meterad customers of the Company in the amount of
14.38% on all wmetered rates of the Company, including all
components of each rate schedule, =s=o that the total monthly
bill to each metered customer will be increased by the sane
unifors 14.39% increase, such increase in rate schedulas to
produce no more tham total annualizad additional revenue as
of the end of the test period of 522,441,000, baing 73.28%
of the increased revenue soaght under the proposed rates of
$30,624,718; and arended schedules of rates and charges will
he filed with the Commission by March 1, 1972, reflecting
such 14.38% increase. The interim rate increase put into
effect under the ‘June 3o, 1971, order averaging
approxinately 5.,63% is included in the increase approved
herein and is hereby terminated as being included in the
final rate increase approved as heing just. and reasotiable,
effective with application of the 14.38% increase on service
rendered after March 1, 1972.

2. The rates prescribed in this Order shall remain in
effect for no longer than the time required to conplete
Carolina Power & Light Company's cost nf service studies as
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prescribed in Docket Ko. E-2, Sub 193, and antil
investigation and oOrder of the Commission determining the
effect of said studies on the rate differentials betvween
classifications of customers of CPEL, as a factor affecting
the reasonableness of said differentials after notice and
hearing on such cost of service studies.

3. That Carolina Povwer & Light Company shall immediately
begin implementing a system of competitive procurement
practices in all its fuel purchasing practices and shall
require performance bonds or other assurance of delivery of
the quantity and gquality of the fuel so purchased in its
fuel purchasing contracts.

h. That Carolina Power §& Light Company shall further
investigate the economic aspects of executing Ilong-ternm
contracts for its nuclear fuel requirements and report its
findings to the Commission within S0 days from the date of
this Order.

5. The Connission Staff is directed to enter into an
investigation of dispatching and system loading of the
Carolina Povwer £ Light Company transmission and generation
facilities, and report its findings to the Commission.

6. This oOrder is subject to the oOrder of the Price
Cormission published on February 11, 1972, in +the Federal
Register, Volume 37, No.. 29, page 3094, setting public
hearings on February 22, 24, 25 and 26, 1972, on the sugbject
of the Price Commission's rules governing price increases by
public utilities, and providing that all price increases by
privately owned public utilities which were not legally irm
effect on FPebruary 9, 1972, are prohibited until the Price
Comrission implements the changed regulations, if any, .or
until ¥arch 10, 1972, whichever first occurs, subject to the
provisions of any order of the Price Commission making any
changes in the Price Commission's regulations issued as a
result of such hearings, if issued before the termination of
said prohibitior on Harch 10, 1972, and to the extent
applicable, if issued after the termination of said
prohibition on March 10, 1972, and is subject to any review
by the Price Commission as may be provided in said order of
the Price Comnission published on Februnary 11, 1972.

ISSUED BY ORDER OF THE COMAISSION.
This 17th day of Pebruvary, 1972.
NORTH CAROLINA UTLLITIES COMMISSION

Katherine H. Peele, Chief Clerk
(SRAl)
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DOCKET ¥o. B-30, SUB 9
BEFORE THE KORTH CAROLINA UTILITIES COBNISSION
In the Matter of

Application of Domestic Electric ) ORDER ALLOWIRG
Service, Inc., for an Adjustment ) HODIFIED INCREASES TN

of its Rates and Charges ) RATES ARD CHARGES

HEARD IN: The Compission Hearing Room, Ruffin Building,
Baleigh, North carolina, on October 5, 1971

BEFORE: Compmissioners John W. Mcbevitt, Presiding,
Marvin R. Wooten, Miles H. Rhyne and Hugh A.
RFells

APPEARANCES:

For the Applicant:

Thomas L. Young

Battle, Winslow, Scott & Wiley
Rttorneys at Law

131 K. Church Street

Rocky Mount, North Carolina

For the Conmission Staff:

Maurice W. Horne

Assistant Commission Attorney
Ruffin Building

Raleigh, North Carolina

No Protestants.

BY THE COMMISSION: on May 13, 1971, Dopestic Electric
Service, Inc., hereinafter referred to as "Applicant" or
npomestic®, filed with the Comrission an application seeking
approval of increases in its electric rates and charges to
its electric customers in Fash and Bdgecombe Counties, Horth
Carclina. The rate increase proposed vould produce
additional annual gross revenues of approximately $27,589.64
and of that amount $21,468.50 represents an increase in the
vholesale rate of electric pover purchased by the Applicant
from the City of Rocky Mount effective HMay 28, 1971, and
further resulted from increases in wholesale rates charged
by Carolina Power & Light Ccompany to Rocky Mount
conditionally approved by the Federal Power Comaission. The
rate schedules proposed by the Applicant would produce a
revemme increase of 10.8% on residential service; a 6.45%
increase for compercial and industrial service; and an
increase in the ©pinimum charge obn highly fluctmating or
internittent loads from $1.80 to $2.00.

on June 2, 1971, the Applicant filed an Undertaking vith
the Commission under 6.5. 62-135 to place into effect the
portion of the increase requested occasioned by changes in
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the vholesale rate for electric power purchased by the
Applicant for resale to its customers from the City of Rocky
Mount.

The Comnission, by Order of June 18, 1971, suspended the
requested effective date for a period of 270 days, declared
the matter to be a general rate case, and set the matter for
investigation and hearing on October 5, 1971, reguiring the
Rpplicant +to publish the notice of public hearing attached
to said order.. The Commission's Order of Jumne 18, 1971,
further approved the Undertaking filed by the Applicant only
to the extent of an B.1% increase, representing the amount
of the vholesale increase in perchased power, and
disapproved the Undertaking as to any increase over that
apount.

Fhen +this matter was called for hearing on October 5,
1971, the Applicant presented its evidence through +the
testimony of Messrs. Jay Powell, Secretary and Treasurer of
the Applicant, and Clinton B. Galphin, a member of the firnm
of L. E. Wooten & Company, of Raleigh, Worth Carolina. Hr.
Powell testified that the purpose of the application was
{1) to recover increased costs of $21,%68.50 in additional
annual expense to the company occasioned by the increase in
vholesale rates of electric powver purchased from the City of
Rocky Mount whichk vas made effective on Hay 28, 1971, ({2) to
revise and nodernize the Applicant's rate structure by
eliminating the all-electric rate (vhich affects five
customers only) and merge said rate with the residential
Tate, and (3) to improve the Applicant's rate of return to
the extent of producing additiomal annual revenues in a
total amount of $27,589.64, vhich said amount includes the
cost of wholesale energy. Mr. Povwell further testified with
respect to the relationship between Carolina Electric
Coastruction Company, hereinafter referred to as "Carolina
Electric®, a company personally owned by Thomas Powell, and
Domestic Electric.

. ur. Galphin testified that the fair value of the

properties of the Applicant was, in  his opinion’,
$312,583.08. He stated that the figure represented the
depreciated original cost of the properties and was arrived
at through the use of indexes for property appraisal. He
stated that the proposed rate structure would reduce
inequities among classes of customers but further testified
that no cost of service study for Domestic's customers had
been perforned.

The svidence of the Commission Staff was presented through
the testimony and exhibits of Messrs. HMichael (. Warren,
Staff RAccountant, and William J. Willis, Jr., of the
Cormission's Engineering Department.

The Conmnission Staff audit reflects that for the test
period ended Januvary 13, 1971, the Applicant realized gross
operating revenues of $291,254.28 and experienced total
operating expenses of $271,171.91. ¥#ith consideration of an
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annualization factor of 2.00% for customer growth during tkhe
test period, this resulted in net operating income for
return for the test period per company books of 3$20,483.98.
After allovance for working capital, the Applicant realized
a rate of return on net investment in utility plant of
$133,096.73 of 15.39%. Several specific accounting
adjustments were made by ¥r. Warren along with a number of
specific recommendations, The Staff increased Applicant's
utility plant in sService in the amount of $262,962.96 in
accordance with Commission's Order in Docket No. E-30,
Sub 6, datel Septeaber 24, 1965, which said amount had not
been recorded on the books of the CONPany. As a
consequence, the net investment per company books was
substantially understated, vwhich had the effect of
overstating the rate of return thereon.

Another siqnificant adjustment by the Connission Staff was
a net decrease of $8,132,56 in operation and wmaintenance
expenses, which _included primarily the surcharges of -15.44%
on gross salaries ({for insurance and taxes) charged to
Domestic from Carolina Electric and the 15% surcharge on
gross salaries plus insurance and taxes charged to Domestic
from Carolira Electric. At the hearing, Domestic took
exception to this adjustment by the Staff.

After completion of the testimony of the Applicant and the
Staff and the receipt into evidence of certain exhibits, the
Commission concluded +that this matter should be continued
and the docket held open and directed that the Compission
staff nake a full investigation and audit of the books and
records of <Carolina Electric. The Conmission .further
directed that +the Applicant and the Commissicn Staff be
alloved fifteen (15) days from the date the +writtem report
of the Staff is filed for comsideration, and that in the
event both Domestic and the Commission Staff stipulated that
the contents of the Staff's investigative report are
accepted, and such stipulation made in writing £iled within
fifteen (15) days from the filing of the Staff's report, the
matter would be determined without the necessity for further
hearing.

The Special Examination of books and records of Carolina
Blectric by the Commission Staff was filed on HNHovesber 12,
1971, along with a stipulation by Commission Coumsel that
the contents of the staff investigative report vere
accepted, that the contents vere correct and accurate and
that the matter could be determined by the Commission
without necessity of further hearing. On Hovember 26, 1971,
Thomas L. Young, Attormey for the Applicant, filed
conditional offer to Join in Stipulation wherein the
Applicant stipulated that the contents of the Staff's
special investigdtion are correct and accurate, that the
matter could be determined without the necessity of further
hearings, conditional upon stipulation by the Commission
Staff that the affidavit of Thomas Povell attached to the
Conditional Offer as Exhibit Ko. 1 would be his testimony if
fuortker hearings were held. Oon MNovember 29, 1971, the
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Office o0of General Counsel stipulated that if further
hearings were held and Thomas Powell were sworm as a
witness, he would testify as set forth in his affidavit.

The Commission, by Order of November 29, 1971, accepted
the stipulations of the Applicant and Commission Counsel and
took the matter under advisement, indicating that the
decision thereop would be made om the record adduced
heretofore in this proceeding without necessity for any
further hearing.

The Special Examination of the books and records of
Carolina Blectric by the Commission Staff filed on November
12, 1971, reflects that a pajor portion of Carolina
Electric's expense has been charged to Domestic in the past,
and therefore, mnot used in its own operation, and further
reflects that a major portion of caroslina Electric's sales
are nothing but charges to Domestic for labor rendered.
Page 2 of the Staff's special investigation reflects that
the ratepayers of the Applicant would have experienced
savings in 1970 of approximately $9,397 had the enployees
reflected on Schedule 4 been recorded on Applicant's
payroll, thereby eliminating application of the 15.44%
nexpenses of labor" surcharge and the 15% surcharge. The
staff reneved its original recomnendation that the Applicant
assupe the epployment and payroll functions of all those
employees of Carolina Electric vhose vages have heen billed
to Domestic.

The Comnission Staffts special investigation further
indicates, in part, as follows:



Ssales of Merchandise
and electrical
contracting work

Sales of supplies
to Domestic

sales of gasoline
to Domestic

Sales of labor to
Domestic (B)

Total sales
Percentage of total

sales derived
from Domestic

CAEOLIRA ELECTRIC CONSTRUCTION COMPANY
CLASSIFICATIOR OF TOTAL SALES BY SOURCE
POR THE YEARS ENTLEL JANUARY |3, |970, [|969, |968, [967, |966, |965

1970 1969 1968
$12,169.26 (A) 15.7% $14,411.37 19.8% £20,708. 27 28.9%
309.02 0.4 214.59 0.3 201.15 0.3
-
<
2,063. 29 2.7 2,138.68 2.9 2,08].88 2.9 O
62,609,083 812 56,004.70 77.0 4B 635,20 67.9
$77, 151 40 100.0% $72,769.30 100.0% £7) ,626.50 100. 0%
B4, 3% 80.2% 71.1%

(A) Composed mostly of appliance sales,
{B) These amounts include the |5.44% surcharge and the 15.00% additional surcharge.

6ni



1967 1966 1965

Sales of Merchandise

and electrical

contracting work $16,411.16 . 25.5% $15,314.23 26.|% $£16,923.1] 29.3%
Sales of supplies

to Domestic 45.83 0.1 j02.19 0.2 139.3} 0.2
Sales of gasoline

to Domestic 1,953.37 3.0 1.757.42 3.0 1,826.13 3.2
Sales of labor to

pomestic (B) 45,829,772 71.4 41.,45u8.05 70.7 38,930.64 67.3
Total sales 564.200.98 100.0% $58,62).89 [00.0% $57,819.19 {00.0%
Percentage of total

sales derived

from Domestic 74.5% 73.9% 70.7%

(A) Compeosed mostly of appliance sales.
(B) These amounts include the (5.44% surcharge and the |5.00% additional surcharge.

- osl
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Total

CAROLINA ELECTRIC CONSTRUCTTON CONPANY

PERCENTAGE OF LAEOF EXPENSE (BEFORE SURCHARGES) BILLED TO DOHNESTIC
FOR TEE YEARS ENDED JANODARY |3, 1970, 1969, (968, 1967, 1966, |965

labor &

salaries expense

Lator

billed to

Domestic (before
surcharqges)
Parcentages

Employee

D. H.
J. E.
B. L.
T. P.
J. M.
B. D.
Joyce

Blackvell
Savaqe
Bishop
Adcox
Jenkins
gillians
Jenkins

J. Bennet Jenkins

Jay Powell

Thomas Powell

1570 1363 1368 1967 1366
$52,564.37  $48,468.47  3u5,]17.72  $40,22|.49  $37,593.35

1965
$36,445.55

47,161-94 42,47|.96 36,659.94 34,794, |7 31, 457.56 29,865.608
89.7% 87.6% g].3% 86.5% 83.7% 81.9%
CAFOLINA ELECTRIC CONSTRUCTION COHPANY
SUHNSARY OF INCOMES OF MAJOR PARTIES BY SOURCE
AND THRE RELATIONSHIPS OF MAJOR PARTIES
(SALARIES OF A PFEW PART-TIMNE EMNPLOYEES ARE ONITTED)
1970 1970
carolina Domestic
Title Relationship Payroll Payroll Total

Lineman $7,511.40 £7,511.40
Lineman 9,180.60 9,180.60
Line helpers 9,043.84 9,0u43.84
Line helpers 7,374.64 7,374.64
Meter reader 6,398.60 6,398.60
Meter reader 5,842.20 5,842.20
Domestic

V. Pres. Daughter-Thomas 3,900.00 3,900.00
Domestic

Manager Husband-Wife 4,160.00 $| 2,000.00 16,160.00
Domestic

Séc.-Treas. Brothers 3,120.00 9,000,00 12,120.00
Domestic

Fres. 12,000.00 29,000.00

S11vVH

Ist
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Based upon the entire record of this proceeding, the
Conpission makes the following:

FINDINGS QF FACT

{1} That Domestic Electric Service, Inc., is a duly
franchised public utility authorized to provide electric
service in its assigned service area by territorial
assignment certificates from this Commission in the State of
North Carolina under Chapter 62 of the General Statutes of
¥orth Carolina.

{2y That for the 12-month period ending January 13, 1971,
after accounting and pro forma adjustments, Applicant's
gross operating vrTevenues amounted to $290,924, operating
erpenses totaled $271,833, producing a2 net operating inconme
for return of $19,162 and for that period the net original
cost of Applicant's utility property in service was not less
than $286,351.

(3) That the rates proposed by the Applicant amounting to
additional annual revenues of approximately $27,550 would,
after consideration of Copnission Staff's accounting
adjustments herein adopted by the Compission, rtesult in a
rate of return on net investument in utility plant of 7.87%
and a rate of return on common eguity of 14.61% which the
Commission finds to be unjust and unreasonable.

(4} That Applicant experienced increases in the wholesale
rate of electric power in the amount of $21,468.50 effective
May 28, 1971, from the City of Rocky Nount.

{5) Tkhat if the Applicant had experienced for the entire
12-month period ending January 13, 1971, increases in
vholesale cost of electric power in the amouant of
$21,468.50, and if such rates had been allowed during that
period, whizh wvould have permitted the Applicant to recover
the increased cost of purchased power plus the 6% gross
recejipts tax (total additional anpual revenues of
approximately $22,863.15), the Applicant would have realized
a rate of return on net investment in utility plant of 6.69%
and a rate of return on compon equity of 12.45% based upon
the adjustments by the Commission Staff herein adopted by
the commission,

{(6) That the rate of return resulting from approval of
$22,863.15, being the increase in vwholesale energy cost
experienced by the Applicant plus the 6% gross receipts tax
results in a retarn on Applicant's investment in property
devoted to use of 1its customers which is not unjust or
unreasonahle to either the Applicant or its ratepayers.

(7) That +the Applicant should be authorized to increase
its rates and charges by approximately 8.1%'on all classes
of customers so as to produce not more than $22,863 in
additional annual revenues which will not aore than offset
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the increase in vholesale energy c¢ost plus the gross
receipts tax.

{8) That the Commission herein adopts all of the
ac¢ounting and pro forma adjustments of the Commission Staff
sunmarized in Schedule 1 of the staff's audit and
particularly, at Column 2.

{97 That the fair value of the Applicant's properties
used and useful in rendering electric service is $312,583,
and the rate of return on the Fair Value Rate Base is 6, 13%.

{10) The following recapitulation indicates the
calculations for the increases authorized hereint



SCHEDULE OF RATE OF RETURN AFTER ACCOONTIRNG

AHD PRO FORMA ADJUSTMENTS, AND PROPOSED

RATE CHANGE ADJUSTHENTS TO COVER INCREASE IN PURCHASED POWER
FOR TRE YEAR ENDED JANUARY |3, |97]

Operating Income For Returpn
Operating Rewenues
Gross operating revenues
Less: Bad debts
¥et operating revenues

Operating Revenue Deductions

Operation and maintenance expense

Purchased pover

Depreciation

Taxes — other

Taxes — state incame

Taxes - Pederal income

Investnent tax credit {amortization)
Total operating revenue deduvctions

Operating income
Add: Annualization factor of 2.00%
Dperating income for return

After Proposed After
Accounting -Increase in Proposed
and Pro Forma Purchased Rate Change
_Adjustments __Power ___ Adjustments
$290,924.24 $22,863.15 $313,787.39

(304,79} {22.86) {327.65)
290,6}19.45 22,8400.29 313,459,746
103,972, 14 103,972. 14
116,455.50 21| ,468.50 137,924.00

24,265,.63 24,245.63
20,098.2) 1.,371.79 2| ,470.00
l,550.88 |, 550.88
5,654, 23 5,654.23

{]143.89% {143.89)

27} ,.832.70 22 .,0840.29 294 ,672.99
18,786.75 18,786.75
375. 74 375.74

$ }9,162.49 £ 19,162.49

wsl
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Net Investment in Htility Flant for Return

Blectric utility plant in service
Less: Accumulated reserve for depreciation
Net electric utility plant in service

Add: Allevance for working capital
Cash (|/8 operation and maintenance expenses
above)
Less: Average Federal income tax accrual
Average state income tax accrual
Total allovance for working capital

Net investment in utility plant for return
Rate of return on net investment in utility plant

Rate of return on €air value
Rate of return on comnon equity

After
Azcounting
and Pro Forma
_Adjustments

$528,796. |0

Proposed After

Increase in Proposed
Purchased Rate Change
..PBower ___ Adjustments

5528, 796. 10

251,839.45 25],839.45
276,956.65 276,956.65
12,996.52 12,996.52
2,827.11 2,827.11
775.43 775,43
9,333.98 9,3931.98
$286,350.63 $286,350.61
6.69% 6.69%
6.]13% 6.13%
12.45% 12.45%

sALYa

s6!
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{11y That Applicant's utility plant in service should be
increased $262,963 as ordered by the Comnission in Docket
¥o. E-30, Sub 6, dated September 24, 1965, which said
atiount has not heretofore been recorded on the books of
account of the Applicant.

(12) That Applicant’s operation and maintenance expenses
should be decreased for the purpose of computing returns on
the test period in a net amount of $8,132.56, which includes
the elinination of the 15,84% surcharge for insurance and
taxes and 15% surcharge on gross salaries.

(13) That Carolipa Electric Construction Company is a sole
proprietorship engaged in the sale of small appliances and
lighting fixtures and in the ©business of oroviding
electrical contracting services ard is owned entirely by
Thomas Powell, who is President 5f Domestic and who owns
approximately 60% of the outstanding stock of Domestiz.

(1% That ¢the relationrship between Carolina Electric and
Domestic has in the past resulted in increased expenses to
Domestic and thereby has affected the ratepayers of
Domestic. The total savings which would have inured to the
ratepayers of Domestic for the year 1970 would have bheen
$9, 397.32. The Commission £finds that the practice by
Carglina Electric of imposing surcharges thereinahove
described has affected the rates of Domestic to such extent
that the cCormission herewith finds such practice to be
unjust and unreasonable. In adopting the Commission Staff's
adjustmnents, the Conmission has herein adjusted the
Applicant's operation and maintenance expenses to make the
test period utilized in this proceeding more representative
for the purpose of setting rates herein for the immediate
future, A major portion of Carolina Electric's expense has
been charged in recent past to Domestic and, therefore, not
used in its own operation, and, further, a major portiom of
Carolina Electric's sales has in the recent past been
nothing more than charges to Domestic for labor rendered by
the employees on Carolina Electric's payroll.

{15) That Applicant should be required to implement and
kenceforth follow the accounting practices for reperting and
ratemaking purposes herecinbelow noteds:

{a) Applicant should utilize the straight line
depreciation method to depreciate its plant,

(b) Applicant should set up expense accounts for charging
various income and other taxes,

{c) Applicant should capitalize all expenses which are
applicable to construction activity in the
transportation expense and administrative general
salarv accounts,
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(d) Appiicant should establish a bhad debts expense
account and beqin charging bad debts expense to that
account,

{e) Applicant should remove from accounts receivable all
balances which it deems are uncollectible,

(f) Applicant should establish and maintain a monthly
customer acceount by billing category,

[g) Applicant's plant records and the method of
capitalization of transportation equipment should be
maintained in conformity with the Uniform System of
Accounts for Class C Electric Utilities, and

(h) 2Applizant should establish the proper account balance
for the investment tax credit and proper vearly
amortization should be taken.

Based wupon the foregoing FPindings of Fact, the Commission
makes the following:

CONCLUSIONS

The Commission concludes that the Applicant should be
authorized to recover the increased cost of wholesale pover
resulting from its purchases from the City of Rocky Mount,
and the 6% gross receipts tax applicable thereto, tTesulting
in additional annual gross operating re venues of
approxirmately $22,863. The Commission further concludes
that to allow the application as proposed would wesult in
additional annual gross revenues of approximately 3$27,5390.
Such additional increases, if approved, would have resulted
in a return on net investment of 7.87% and a return an
cormon equity of 14.61%. The Conmmission deems such returns
to be ifi excess of what can be deemed to0 be Just and
reasonable.

To vTequire the Applicant to absorb the increase in
vholesale energy cost inposed upon it by the City of Rocky
Mount would result in requiring the Applicant to operate at
a rate of returrn which would be less than Jjust and
reasonable undsr 1ts operations as a public utility. The
Commission is of the opinion that the rates authorized
pursuant to this Order are just and reasonable under the
operating conditions which the Applicant is now experiencing
and that increases allowed herein will permit the Applicant
to maintain its facilities and service in accordance with
the reasonable requirements of its customers in its
franchise service area.

The Coamission further concludes that Domestic should
assume the employment and payroll functions €for all those
enployees of Carolina Electric Construction Company whose
wAages have been billed to Domestic. The Commission observes
that the affidavit of Thomas Powell filed on Wovember 26,
1971, indicates that Domestic has, subsegquent +to the
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hearing, determined +that its "apprehensions concerning
additional expense and trouble if we followed Nr. Warren's
suqgestion were unfounded” and that Domestic tramsferred to
its payroll all ewmployees used primarcily by Domestic
effective January 13, 1972, being the end of the applicant's
fiscal year. The imposition of labor and insurance expense
surcharges to gross salaries by carolina Blectric has
resulted in greater expense to Domestic which ultimately
nmust be borne by its ratepayvers. This practice should be
immediately -abandoned by the Applicant if not already
accorplished.

The Applicant should be required to file revised tariffs
with the Commission before the increases herein approved may
be made effective.

Such revised tariffs should be structured by the Applicant
to produce total additional annual revenues of not more than
$22,863, thereby allowing Applicant recovery of the
increaged cost of wholesale energy plus the 6% gross receipt
tax. -Additionally, such revised tariffs should be
structured by the Applicant to apply increases approved
herein in a manner so as to produce an approximate 8.1%
increase equally on all classes of customers and such
revised tariffs should further include the minimum charge
increase for Highly Fluctuating or Intermittent Loads from
$1.80 to %2.00.

The Applicant has failed to present sufficient evidence to
justify charging its existing rate structure. _ Such
requested change was based almost exclusively on the
testimeony of Mr. Galphin, who indicated that the new rate
structure wvas designed to reduce inequities amonrg classes of
customers and to place into the rates for each group the
proportionate share of the operating expenses of Domestic.
However, Mr. Galphin testified that he has made no zost of
service stulies to determine the returns actually earned by
Domestic on its various classification of customers. Hr.
Galphin's opinion was based upon comparison of Domestic's
rate structure with several nmunicipalities and electric
neohershio cooperatives. Inasmuch as the wholesale rate
naid by Domestic to FRocky #Moant constitutes the wmajor
expense in the generation of electricity to all its
customers, the Commission concludes that the Applicant
should maintain ijts existing rate structure and implement
the increases authorized herein equally and proportionately
on all classifications of customers to produce approximately
R,1% in increases on each classification.

It is the opinion of the Commission that the Applicant has
not presented sufficient evidence to authorize Applicant to
increase its all-electric rate approximately 21.5% over the
existing rate. The Commrission further concludes that the
Applicant should be required to maintain its all-electric
rate as a separate tariff and that such classification of
customers (Applicant has five such customers) should not be
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merged with the general residential service classification
as proposed by the Applicant.

The Conpission further concludes that the reconmendations
with respect to accounting practices by the Commission Staff
and hereinahove set forth in the Comnission's findings
should be immediately implermented and followed for repaorting
and ratemaking purposes by the Applicant. Accordingly,

IT IS, THEREFORE, ORDERED as follovws:

{1) That Domestic¢c Electric Service, Inc., is herewith
authorized to increase its rates and charges only to the
extent of prod ucing additional annual revenuas of
approximately $22,863, and in such a manner as to rTecover
only the increase in wholesale energy cost to Domestic plus
the gross receipts tax and further producing increases of
approximately 8.71% on each classification of its custoners.
This approval is contingent and conditional wupon the
increases heretofore imposed by the <City of Rocky Hount
repnaining in effect and subject to the further conditions
hereinbelow set forth,

{2y That the rates approved herein should not be nade
effective until after the Applicant has filed revised
tariffs with the Conmmission structured by the Applicant in
accordance w%ith this order. After the £iling of revised
tariffs and upon one day's notice to its customers, the
Applicant may implement and make effective the rates
approved by this order.

(3) That inasmuch as the rates herein approved relate
only to the wholesale cost of purchased power and, further,
that the Undertaking approved by Conmmission's Order of
June 18, 1971, approved increases only with respect to
vholesale energy cost, the conditions of that Undertaking
are satisfied and no refunds are reguired.

{4y That Domestic is herevith regquired to assume the
eoployment and payroll functions for all those employees of
carolina Electric Construction Company whose wages have heen
billed to Domestic and the Applicant is immediately required
herevith to abandon the practice of imposing surcharges for
labor and insurance expense with respect to any emnployees of
carolina Electric who perform services for Domestic.

(5) That Applicant is herewith required to establish and
maintain the following accounting practices for reporting
and ratemaking purposes:

{a} Applicant shall use straight 1line depreciation to
depreciate its plant,

{b) Applicant shall set up expense accounts for charging
various incoaze and other taxes,
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{c) Applicant shall capitalize all expenses which are
applicable to constroction activity in the
transportation expense and administrative and general
salary accounts,

{4 Applicant shall establish a bad debts expemnse account
and begin charging bad debts expense to that account,

(e} Applicant =shall remove from accounts receivable all
balances which it deems are uncollectible,

(£} Applicant shall establish and onpaintain a monthly
customer account by billing category,

{g) Applicant's plant records and the nethod of
capitalization of tramnsportation equipment shall be
maintained in conformity with the Uniform System of
Accounts for Class C Electric Utilities, and

(h} Applicant shall establish the proper account balance
for the investment tax credit and proper yearly
amortization shall he taken.

{6) That in the event the City of Rocky Mount reduces its
rates to Domestic as a result of the disallowance by the
Federal Power Commission in FPC Docket Ho. BE-7564, being the
increases conditionally approved to Carolina Power & Light
Company for municipalities, Domestic shall inmediately
thereafter file revised tariffs and refupd any and all
amounts c¢ollected £from its customers and file a written
report thereof with the Commission.

TSSUED BY ORDER OF THE COMMISSION.
This 28th day of January, -1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
{SEAL)

DOCKET WO. E-30, SUB 9
BEFORE THE WORTH CAROLINAR UTILITIES COMMISSION

In the Matter of
Application of Domestic Electric ) ORDER
Service, Inc., for an Adjustment ) INSTITUTING REDUCTION
of its Rates and Charges )} IN RATES

BY THE COMMISSION: In accordance with this Commission's
Oorder of January 28, 1972, in this Docket, Domestic Electric
Service, 1Inc., has filed an Application for Adjustment of
its BRates and Charges to reflect reduced rates for its
supply of electricity arising from the final Order in FPC
Docket Wo. E-7564.



RATES 161

The conmrission is informed that the reduced Rates and
Charges, as shown by Domestic in its revised Residential,
All Electric, and Commercial and Industrial Schedules
(Exhibits B, C and D of its filing) truly reflect the impact
of the reduction in rates.

XT IS, THEREFORE, ORDERED that the Rates and Charges for
Residential, All Electric, and Commercial and Industrial
services as attached hereto as Appendix A, B and C,
respectively, are approved, and shall be applied to the
bills rendered on and after November 11, 1972,

BY ORDER OF THE COMMISSION.

This the 12th day of December, 1972.

NORTH CAROLINR UTILITIES COMMISSION
Katherine #, Peele, Chief Clerk
{SEAL})
DOCKET WO, E-30, SUB 9
BEFORE THE HWORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Domestic Electric ) ORDER INSTITUTING
Service, Inc,, for an Adjustment )} REFUKD DUE TO
of its Rates and Charges y REDUCTION IN RATES

BY THE COMMYSSION: In accordance with this Commission's
order of January 28, 1972, in this Docket, Domestic Electric
Service, TYnc., filed an Application for Adjustment of its
Rates and Charges to reflect reduced rates for its supply of
electricity arising from the final oOrder in FPC Docket
No. E-T7564.

The Conmission was informed +that the reduced Rates and
Charges, as shown by Domestic in its revised PResidential,
a1l Blectric, and Commercial and Industrial Schedules
(Exhibits B, C and D of its filing) truly reflect the impact
of the reduction in rates and, therefore, the Commission, in
its order of December 12, 1972, ordered that the Rates and
Charges Ffor Residential, All Electric, and Compercial and
Industrial services as attached thereto as Appendix A, B and
C, respectively, to be applied to the bills rendered on and
after November 13, 1972,

By separate letter the Comnission advised Domestic to
refrain from refunding amounts g¢ollected £from August 21,
1972 to YNovember 12, 1972, in excess of the nov finalized
rates upon which Domestic is supplied electricity until such
time as the matter of any refund due Domestic for other
months might be satisfactorily concluded.

Subsequently, Domestic and the city of Rocky Mount
furnished information to the Commission concerning the use
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of the funds which had been withheld from a refund for prior
months® billings by Carolina Power & Light Company to the
City of Rocky Mount. . That refund would approximate $20,899,
vhich sur is to be used in the construction of a new
substation to serve Domestic and other customers of the City
vith more reliable electric service and mnore regulated
voltage. The Commission is alse informed that other relief
vas made to Domestic in the form of supression of a 95%
demand ratchet from the rate during a portion of this tinme
period.

The Commission concludes that Domnestic should not be
required to refund amounts not refunded to it by the City,
and that such funds appear to he contemplated for use in a
manner conducive to the improvement of the quality and
reliability of the service to be offered by Domestic.

IT IS, THEREFPORE, ORDERED that Domestic refund to its
customers amounts collected €for service €£rom August 21,
1972, to November 12, 1972, in excess of its present rates
vhich apply retroactively to service rendered on and after
Ruqust 21, 1972,

BY ORDER OF THE COMMISSION.
This the 21st day of December, 1972.
NORTH CABROLINA UTILITIES COMMNISSION
Katherine M. Peele, Chief Clerk
(SEAL)
DOCKET NO. E—T, S50B 128
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Application by Duke Power Company for Authority to |}
Tncrease its Electric Rates and Charges by an 11.75% )

Across-the~Board Increase, and for Authority to } ORDER
Place Said Increase into Effect Immediately Under }
an Ondertaking for BRefund. )
HEARD IN: The Comnission Hearing Room, Ruffin Building,

Raleigh, North Carolina, on Octeber 12, 13, 14,
15, 19, 20, and 21, 1971.

BEFORE: Commissioner John H. McDevitt, Presiding;
Chairman Harry T. Westcott, Commissioners
Marvin 8. VWooten, Miles A. Rhyne and Hugh A.
Hells.
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APPEARANCES:
For the Applicant:

W. H. Grigg, Esquire

General Counsel

Duke Power Company

P. 0. Box 2178

Charlotte, Horth Carolina 28201

Steve C, Griffith, Jr., Esquire
Attorney at Lav.

Duke Power Company

P. 0. Box 2178

Charlotte, North Carolina 28201

Clarence W. Ralker, Esquire

Kennedy, Covington, Lobdell & Walker
Attorneys at Law

Nortk Carolina National Bank Building
Charlotte, Worth Carolina 28202

For the Intervenors:

Claude V., Jones, Esguire
City Attorney

City of Durhan

pDurham, North Carolina

Lon Bouknight, Esquire

Tally, Tally and Bouknight

P. 0. Box 1660

Fayetteville, North Carolina 28302

Appearing for: PElectriCtities of North Carolina

Houston V. Blair
3403 ogburn Court
Durhan, North Carolina 27705

Por the Public:

Jean A. Benoy, Esquire

Deputy Attorney General

North .Carolina Department of Justice

Room 124, Ruffin Building

Raleigh, Worth Carolina 27602

Appearing for: The Using and Consuming Public

For the Conmission Staff:

Edward B. Hipp, Esquire
Commission Attorney

Ruffin Building

Raleigh, Worth Carolina 27602

BY THE COMMISSION: This proceeding was institoted on
Aapril 28, 1971, wvwith +the. filing by Duke Power Company
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(hereinafter called YDUKR") .of an Application for authority
to increase its electric rates and charges for its retail
customers in North Carolina by an across-the-board increase
of 7.10%. The Application included a petition te place said
rates into effect immediately on an interim basis under an
Ondertaking for refund. pending final determination by the
Commission on the Application for rate increase.

The increases applied for are based on allegations of
general revenne needs, to be distributed to all classes of
customers wupon a flat-rate increase in all schedules. The
Aprlication and the exhibits attached thereto contend that
the rate increase is needed and required due to increases in
the cost of coal used in Duke's coal-fired electric steam
generating stations, and to +the increase in imbedded
interest costs arising from Duke's large construction
program necessary to meet the demands for electric service
in its franchised territory in ¥orth carolina, and to meet
other Iincreases in expenses of operations since the cost
corputed in the last increase in Duke's rates authorized on
February 12, 1971, based upon a test period of operations
ending December 31, 1969. N.C.U.C, Docket No. E=7, Sub 120.
The Application seeks to produce proformed additional annual
gross revenunes of $168,282,000 on ©North Carolina retail
opetrations.

By Order of Eay 7, 1971, the Comnmission suspended the rate
increase ‘applied for and set the petition to place the rates
into effect as interim rates under Undertaking for hearing
on RAffidavits on June 15, 1971, and declared the Application
to be a general rate case and set hearing on the general
rate case for October 12, 1971..

Petitions to Intervene were filed in protest to the rate
increase and Orders duly entered allowing interventions of
the Ccity of Durham, FElectricCities of North carolina, and
Houston V. Blair, a customer residing in Durham County,
North cCarolina, and recognizing the intervention of the
Attorney General on behalf of the using and consueing
public.

The request £for emergency increase under an Undertaking
for refund was heard before the Commission on June 15, 1971,
on oral argumemnts and affidavits, the Applicant and all
other parties being present. By Hajority oOrder entered
June 30, 1971, the cConmamission allowed the interim across-
the-board increase of 7.10%, computed by Duke to produce
$18,242,000 on an annual basis for the test year ending
December 31, 1970. The Attorney General and other
protestants filed a Petition for Writ of Certiorari in the
Court of Appeals to review the June 30, 1971, Grder allowing
said interim rate increase, and filed Motion to Stay said
Order in the Commission.. On August 11, 1971, the Court of
Appeals denied the Petition for Certiorari, and the Notion
to Stay filed with the Comaission was withdrawn by the
Attorney General.
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On June 271, 1971, the Connission entered an Order changing
the test period in the proceeding from the +twelve-month
period ending December 31, 1970, to the twelve-month period
ending June 30, 1971, amended to H¥ay 31, 1971. Exceptions
to the oOrder amending the new test period were entered by
the protestant Hounston V. Blair. B8y Order of July 12, 1971,
the Objections were overruled and Exceptions noted, for the
reasons duly set forth in the Commission's Order.

Protests to the rate increase vere filed by Mrs. J. A.
waller, Aaloha Apartments, Inc., and Thomas H. Sykes, and
orders entered duly noting said protests for the record.

on August 11, 1971, Duke filed an Anendment to the
Application, substituting nev rate schedules for those filed
vith the original Application, to increase the rates te a
proposed across-the~board increase of 11.75% in Duke's
retail electric rates in Worth Carolina im substitution for
the original increase applied for of 7.10%. The amended
Application seeks to produce proforaed additional annual
gross revenues of $30,88%,000 on NXorth Carolima retail
operations.

Testimony and exhibits of Duke and the testimony and Staff
reports vere duly filed in advance of the public hearing.

Public hearingy was held in the Commission Hearing Roonm,
Raleigh, North Carolina, beginning October 12, 1971, and
extending through sevem hearing days, ending on October 21,
1971, with counsel for all parties appearing and
participating as shown above.

Duke offered testimony and exhibits of witnesses as
follows: Carl Horn, Jr., President of Duke; Douglas ¥W.
Booth, Senior Vice President - Retail Operations for Duke;
Robert E. Frazier, Treasurer of Duke; D, M. Jenkins, Manager
of Load Research for Duke; Williaz T. Robertson, Jr.,
Manager of Purchases - Fuel for Mill Pover Supply Company, a
wholly-ovned subsidiary of Duke, and Purchasing Agent for
fuel for Duke; Dr. J. Richard tucas, Professor of Bining
Engineering of Virginia Polytechnic Institute and State
University; W. Truslov Hyde, Economic Consultant on rate of
return, New York, New York; and rebuttal witness dustin C.
Thies, Senior Vice President of Production and Tramsmission
of Duke.

The Commission 5Staff offered the testimony of Norman
Peele, Comnission Staff Accountant, testifying as to the
Comrission Staff audit of Duke's books and the audit report
and exhibits contained therein; Robert K. Koger, Chief
Engineer of the Conmmission Staff, testifying as an expert on
allocation of plant expenses and revenue betveen Worth
Carolina wholesale and North Carolina retail customers; Paul
Fakey, Commission Staff Coal Purchasing Consultant,
¥ashville, Tennessee, testifying as to investigation of
Duke's coal purchasing practices; David A. Kosh, Commission
Staff Economic Consultant, Washington, D. C., testifying as
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to-the rate of return of Duke; and Andrew W. FPillianms,
¥uclear FEngineer on the Staff of the Commission, testifying
as to the expected fuel cost of Duke's nuclear fuel
generating stations expected to be in operation beginning on
Marchk 1, 1972.

The Town of Elkin presented a statement through the Chief
Clerk, Joe C. Layell, protesting the rate increase.

The protestant, Thomas H. Sykes, mnade a statement
regarding the practices of Duke in repairing electric
appliances in competition with the repair service operated
by Thomas H. Sykes.

Dyke and the Comnission Staff offered extensive testimony
and exhibits and opinions of expert witnesses relating to
the operations of Duke, the rate of return, the coal
purchasing practices of Duke, the construction program of
Duke and the interest charges incurred as expenses of Duke.

The parties requested and vere granted 1leave to file
briefs 30 days after the mailing of tramscripts. The final
volume of transcripts were mailed on October 28, 1971, and
all briefs were filed and received by the commission on or
before Hovember 29, 1971.

DIGEST OF TESTIMONY

The rate schedules of Duke in effect apon the filing of
this Application vwere established in Docket Wo. BE~7,
Sub 120, hy order of February 12, 1971.

Based on the test year in this Docket, both Duke and the
Commission's Staff made separations of Duke's operations
between the North Carolina and South Carolina jurisdictions
and separations between Duke's sales for resale (f"wholesale"
operations} in North Carolina and its other customers
("retail™ operations) in North Carolina. W®hile Duke's and
the Staff's aethods are not identical, the results of the
tvo wethods do not differ in material respects.

Such items as revenues, plant specifically located and
serving only customers in one state or serving only
"wholesale"® castorers, and/or expenses associatel with
providing service in one state or to vholesale customers can
be specifically assigned to a Jurisdiction for the purpose
of eliminating all revenues, plant and expenses not properly
includable in the North carolina retail operations of Duke
over which this Commission has Jjurisdiction. However,
because of Duke's  necessarily large investmant in
transeissior and production: plant capacity which Jjointly
serves jits entire system by peans of a network of high
voltage transmission 1lines, a rmajority of its plant
ipvestaent and associated production and related plant
expense nmust be apportioned@ on the basis of various
allocation factors. Both the Staff and Duke proceeded b'y
first classifying the primary plant and expense accounts to
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Demand, Enerqgy, and Customer related categories. In
developing allocation factors for these three categories,
the Staff and Duke differed regarding the most appropriate
zethod for arriving at demand related allocation factors.
The size of the required production and transmission plant
being dictated to a very large degree by the dJemand upon
the systea, the demand related factor is most significant in
arriving at the amount of joint plant to be assigned to each
jurisdiction.

The Staff followed the "Coincident Peak Responsibility”
procedure vwhile Duke used the "Naximum Non-coincident®
rethod for developing demand related allocation factors.
The Staff, using its allocation methods together with
various standard accounting adjustments, arrived at an
original cost investment in gross plant devoted to North
Carolina retail operations of $1,094,666,000. Duke arrived
at a substantially similar figure of $1,093,469,000.

Duke's total operations in North Ccarolina and South
Carolina (hoth vholesale and retail) for the test period
ended May 31, 1971, before adjusteents, shov gross operating
revenues of $415,349,741, operating expenses of
$343,685,573, with net operating income of $71,664,168.
Total gross system investment in electric plant in service
{North Carolina and South Carolina) was £1,723,072,528.
After deducting accunulated depreciation and contributions
in aid of constructien and other standard adjustments, net
investment in system electric plant was $1,198,967,273. The
Commission Staff audit report indicates a total company
system-wide rate of return of 5.49% omn net investeent
{including working capital as adjusted by the Staff). Staff
Peeleé Exhibit No. 1, Schedule 1, Col. 1.

The Horth Carolina retail operations of Duke, which are
the only services involved im this Docket, computed by
separation of South Carolina business and wholesale business
in North rarolina, produces the following operating data on
Duke's Worth Carolina retail operations during the test
period, at the rates them in effect: Operatirg expenses of
$222,564,000; Wet operating income $53,918,000; Original
cost of gross plant in service allocated to North Carolina
retail service $1,094,666,000; Reserve for depreciation of
$321,644,000; Contributions to construction of £4,805,000;
Allowance for working capital of $61,770,000; Fet plant
$829,988,0007 Beturn of 6.50% on net investment im utility
plant in service. (See Table herein, rates of retura,
post).

The rate increases sought in the Application, would
apparently produce additional revenne on Horth Caroclina
retail business of $30,884,000 for the test period. The
addition of this revenue under the proposed rates would
result in a net operating income of $68,108,000, for a rate
of return of 8.24% on adjusted net investment in plant in
service of $B826,788,000 at the end of the test period.
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The above operating statistics include many adjustments
recognized in utility rate-making as hereinafter discussed
and as further revealed in the testimony of the various
expert vitnesses and the exhibits offered into evidence at
the public hearing. The figures used are principally the
result of the Conmission Staff audit. There is no
substantial disagreement between any of the parties as to
the actual revenues of Duke, the actuwal system expensas of
Duke, or +the actual system investaent in plamt of Duke
during the test pericd, and only minor differences as to the
dllocated expenses and plant investment in Worth Carolina
retail service. These basic fiqures are not controverted by
any evidence of record., The Commission Staff conducted an
audit of the Company's hooks and confirmed the actual
figures, as described.

The various differences in the conclusions of the expert
witnesses of Duke and the Commission Staff result entirely
from differences in allocation; accounting and econonmic
adjustments to the actual figures, pursuant to differences
in opinion as to standard allocation methods, utility rate-
making practices, and recognized utility accounting
practices, to arrive at ¥orth Carolina retail service. The
record presents differences of opinion as to the proformed
operating statistics of Duke after such adjustments and the
actual accounting data designed to establish a standard test
year of oparations for rate-making purposes: Adjustments,
projected by the witnesses, include adjustments to bring
forwvard known increases in revenues and expenses subsequent
to the test period for mprobable €future revenues and
expenses" under G.S5. 62-133(c); contracted wage increases;
and accounting adjustments for deferred taxes, amortization
of taxes, rent on combustion turbines, marketing advertising
expense, contributions to construction, deferred tax credit,
cask working capital, materials and supplies, and Pederal
and State tax accruals,

All of the various adjustments by the various expert
vitnesses are amply set forth in the testimony and exhibits
of the witnesses as shown in the record herein, and all have
been thoroughly considered by the Commission in arriving at
its Pindings of Fact and Conclusions of Law therefrom, as
hereinafter set forth.

FAIR VALUE EVIDENCE

G.S5. 62-133 provides that the Commission shall ascertain
the fair value of the plant in sérvice at the end of the
test period, considering original cost, replacement cost
(¢hich may be based upon trended cost), and amny other
factors relevant to the present fair value of the property,
and following the determination of fair value, fir a rate of
return on the fair value of the propecty as will enable the
utility by sound management to produce a fair profit (to
Duke's stockholders), “considering changing economic
conditions and other factors as they then exist, to maintain
its facilities apd service in accordance vith the reasonable
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requirements of its customers in the territory gcovered by
its Efranchigse, and to conpete in the market for capital
funds on terms which are reasonable and which are fair to
its customers and to existing investors™. G.5. 62-133.

The first factor prescribed by the statute in determining
fair value, the original cost (less depreciation) of Duke's
investment in plant is mnot Adisputed,. There is no
substantial dispute as to the retail allocations of that
portion of the plant devoted to VNorth Carolina retail
service. The original cost gross plant in service, as
conputed by the Staff to be $1,094,666,000, is not disputed
by the intervenors, and is substantially in harmony with the
allocations made by Duke to VNorth Carolina gross retail
plant of $1,093,469,000, The depreciation allovance was
acdited by the Conmission Staff, and the depreciation rates
used do not require adjustments., Depreciation allocated to
North Carolina retail business amounted to $321,644,000, and
after standard adjustments for the test period, resulted in
pet original cost of plant of $829,988,000,

Duke offered expert testimony and exhibits as to the fair
value of the plant. Taking the fair value plant determined
reasonable by the Commission in Docket Wo. E-7, Sub’'120, the
Comnpany has added plant put in service through May 31, 1971,
at originmal cost. By this method Duke determined the fair
value of the plant to be $911,967,000.

ELECTRIC HEATING

nr. Douglas Booth, Duke Vice President for retail
operations, testified in regard to promotion of all-electric
homes that the Company had reduced its advertising expenses
as well as overall sales expenses. In 1965, its total sales
expense was 1.19% of revenue, 1.12% in 1969, and 1.02% in
1970. Mr. Booth testified that Duke was either lowest or
next to the lowest in the entire Southeast in terms of sales
expenses as a percentage of revenrues. The advertising
expense for the test year ended May 31, 1972, wvas $492,224
or 58.38% lower than the 1969 test year in Docket ¥o. E-7,
sab 120.

Duke maintained that fthe only significant promotional
activity which we are currently carrying on, even to a
linited degree, is designed to maintain the almost perfect
winter and summer load balance.,.." Mr. Booth testified that
plant utilization. is the ¥Xey in any business where large
investments are involved and introduced various figures
showing the balance of summer and winter peaks in past
years.

Mr. Booth enphasized that, without the electric heating
load wvhich had been connected since Duke started its
electric heat promotion in 1957, the economic burden on the
Conmpany and its ratepayers would have been substantial.
Duke predicts that, even with saccessful promotion of
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electric heating, the summer peak will predominate in ‘the
years after 1975.

Mr. Booth dintroduced the results of a Duke survey which
showed that 35.8% of all non-electrically heated homes had
air conditioning, while 37.6% of electrically heated homes
had air conditioning, a difference of only 1.8%, He
indicated that the saturation of air conditioning then in
both types of homes was practically the sane,

Duke has in its RA rates a requirement that heat loss not
exceed eleven watts per square foot, Duke contends that
insulation in the amounts reguired to achieve the heat
losses set forth in Company restrictions are not normally
installed in homes heated with other fuels.

Mr. Booth introduced data to show that Duke's load factor
had increased in the last fev years at an average increase
of 0.79% per year to 66.56% in 1970 vwhich vas one of the
highest load factors in the Soutk and the nation. Duke
contends that its electric heating program was the major
factor in improving the system load factor. ¥r. Booth
testified that, for any percentage decrease in system load
factor, there would be a slightly higher increase in rates
needed.

MT. Booth testified +that he believed it absolutely
essential that Duke, Power Company continue promoting
electric heat for the foreseeable fauture in order to offset
grovth in sunmer peak over vhick Duke has no control.

Mr. Booth concluded that "In order %to serve these
customers and to maintain a reasonable rate of rTeturn with
the swmallest possible rate increases, it is jimperative that
Duke Power Company be free to promote the off-peak use of
electricity.”

CONSTRUCTION PROGRAM

Mr. cCarl Horn, Jr., Duke President, testified that the
peak demands on the Duke Power Company system were 3,826 HH
{nega watts) 3in 1965, 4,440 #¥¥ in 1966, 4,579 MW in 1967,
5,364 MR in 1968, 5,614 MY in 1969 and 6,284 MY in 1970. He
further testified that the peak for 1971 to date was 6,622
MH on August 6, and that the system was currently estimating
an annual growth in peak demand of 9% through 1975. The
pro jections vere 7,005 MW for 1971, 7,651 MW for 1972, 8,347
MW for 1973, 9,107 MW for 1974 and 9,917 MY for 1975. The
present total capability of the Company's generating
facilities is 7,035,789 KW (kilowatts) consisting of ten
steam electric plants, with a capability of 5,652,225 KW,
twventy-seven hydro—-electric plants with a capability of
1,002,564 K¥, and twenty internal combustion turbines with a
capability of 381,000 KW, The Company has also entered into
an agreepent to purchase 288,000 KW of additional capacity
during the summer of 1971, Mr. Horn stated that Duke
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expects its annual growth in demand to be slightly over 9%
through 1975,

Mr. Horn disclosed a program for construction of
additional generating capacity in the Duke systen of such
substantial size as to require Duke to compete in the
capital market for <funds necessary for the construction
program. Mr. Horn testified that, to meet expected demands,
5,840,700 E¥ of net generating capacity is nov under
construction, which includes the three Oconee nuclear units,
each 886,300 KW; the Cliffside W¥Wo. 5 <coal fired unit,
590,400 KW: Jocassee 1 and 2 hydro-electric pumped storage
wnits, each 152,000 KW; and two coal fired units at Belews
Creek, each 1,143,200 KW, These are to bhe completed and
brought into service by the end of 1975, at a cost of
approximately one billion dollars. This does not include
the proposed 2,300 megawatt McGuire Nuclear Station units
scheduled for service in 1975 and 1977 at an estimated cost
of about $500,000,000. This program more than doubles the
present generating capacity and the. present plant
investment. The basic generating stations are already
planned, with one or more plants being conpleted each year
through 1977, and with either planning or construction money
regeired for all plants at various stages during each year.
Interruption of the construction progran because of
inadequate funding would produce delays in meeting the
estimated electric demand. The Coapany's ability to
maintain adequate service to the public is dependent upon
completion of this construction prograa as planned.

Mr. Horn testified that, from nov through 1973, about 27%
of the money for the construction program will come from
retained earnings apd provisions for depreciation, with the
remaining 73% to be raised throagh the sale of new
securities to the public, principally first mortgage bonds
and common stock.

Mr. MHorm further testified that the present outstanding
bonds of the Company contain reguirements that no new bonds
shall he issued if the earnings of the Conmpany do not cover
the interest requirements of the bonds at least two times
before income taxes, The times interest coverage record of
the Company declined from 6.07 times interest in 1965 to
3.13 times interest at the end of the test period of Duke's
preceding rate case, December 30, 1969 (Docket UNo. E-T7,
Sub 120}. The Duke testimony contends that the interest
coverage as computed in the manner regquired by the bond
indenture was only 2.1 times the interest on bonds already
outstanding for the twelve months ended May 31, 1971 (the
test period). Duke's evidence further contends that under
the method of computation of earnings coverage of firxed
charges reguired by the Securities and Exchange Commission
in a registration statement, Duke's coverages have declined
to 1.93 times at the end of the test period, May 31, 1971.
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FUEL

Since the increased cost of fuel has been the major factor
vhich has caused the decline in net income of Duke Power
Company, both the Company and the Staff presented fuel
#itnesses.

Testimony of Applicant's Fuel Witness

¥illiam T. Robertson, Jr., Manager of fuel purchases for
Duke's purchasing agent subsidiary, testified as to the
quantities and prices of fossil fuels purchased for Duke
Powver Conpany. fir. HRobertson presented exhibits and
testinony to shovw the increases in fuel costs experienced by
Duke and the anticipated fuel costs for Duke in: the near
fature.

Mr. PRobertson testified that in 1970 the Company consumed
13 million tons of coal at a cost of $124.6 million, 73
million galleons of No. 2 fuel oil at a cost of $7.9 million
and 20.9 billion cubic feet of natural gas at a cost of $7.8
million. Mr. Robertson cited the 1969 consumption of 11.9
million tons of coal at a cost of $86.4 million, 31.1
million galloms of No. 2 oil at a cost of $%$3.25 million and
7.5 billion cubic feet of natural gas at a cost of $2.6
pillion to demonstrate thée magnitude of Duke's fuel cost
increase.

Mr. Bobertson testified that for the first six months of
1971, the "As Purchased™ fuel costs for Duke in cents per
rillion BTU (£/MBTU) were:

Coal Fatnral Gas No, 2 0il Combined Total
43.26 Ba. 14 82.05, 4u.482

Mr. Robertson predicted <that these prices would remain
essentially constant until October 1971 when the cost of
coal would increase approximately 4¢/4BTU due to a
renegotiation of +the United Mine Workers of America
Contract, MT. Robertson ewmphasized that the #¢/MBTU
increase that he predicted included only wage and welfare
fand increases; it did not include increases for {a) nine
safety laws, (b) transportation cost increases,
{c) legislative controls onrn surface (strip) nmining, or
(d) increasing taxes and materials -costs. Mr. Robertson
called attention to the fact that the Commission Staff filed
a report on the accuracy of Duke's fuel cost predictions
that shoved that Duke's largest error im fuel cost
predictions since 1965 was 8% in 1970 and this prediction
¥as too lov. MHr. Robertsor, through testimony and exhibits,
showed that Duke's fuel cost increase compated favorably
with other east coast utilities and industries.

Mr. Robertson testified that increased exports of coal and
lover productivity per man-day decreased the supply of coal
in relation to demand in Districts 7 and 8. Mr. Robertson
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stated that mine safety laws had caused the productivity per
man-day to decrease to 15 tons per day, vwith no
technological improvements evident to increase productivity
in the imnmediate future.

#r. Robertson summarized his testimony by statinrg, "The
fundamental conditions conducive to continuing high prices
and costs from Districts 7 and 8 are: high levels of demand,
constraints on supply and no change, or declining
productivity, all of +hich are expected to continue
indefinitely. In addition, the expiration of the UHMWA
contract at the end of September will, in all probability,
result in a nev contract providing substantial increases 1in
wages and benefits. The enforcement of the pine safety
laws, shortages of skilled manpower and the absence of any
prospects for significant technological improvement all
indicate further and continued increase 3in the cost and
price of coal.®

Under cross-exarination by Mr. Hipp, Mr. Robertson pointed
out that regardless of the time of renegotiation of
contracts, price increases duve to the new UMWA contract
would be effective at the +time of the UMWA contract
settlement. Mr. Robertson admitted that his labor and
welfare cost increase in coal price did not consider
competition holding down the costs because Duke has
approximately 90 percent of its coal under contract. OUnder
questions from Mr. Hipp, HMr. Robertson admitted that somre of
the industrial coal referred to in his direct testimony was
not necessarily utility grade coal, but a prenium grade
coal.

Onder cross-examination by M®r. Benoy, Mr. Robertson
testified that Duke considers acceptance of all 'coal under
contract to be an obligation, regardless of spot market
conditions. Mr. Robertson also stated that Duke had sued
sore of its contractors for nondelivery, but felt they had
no cubstantial case against other contractors. Hr.
Fobertson admitted that coal not delivered under contract
bad to be replaced by purchases in the spot market at spot
market prices. Mr. Robertson stated that he did not
consider any impact from the price and vage freeze in his
testinony or exhibits,

Testimony of Staff Puel Witnesses

ir. Paul Fahey, Commission 5taff coal consultant,
testified that there was a rapid increase in the ©price of
coal in 1970, with the increase reaching its peak late in
the year. Mr. Fahey stated that some of the increase was
due to an apparent villingness on the part of the buyers to
pay any price, reasonable or unreasonable, hecause most
large users of industrial coal wvere having difficulty in
maintaining an adequate supply. MNr. Fahey testified that
the problem started in 1969 when mining production did not
equal consumption by users; however, the 1large dermand for
coal at very high prices in 1970 resulted in some increase
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in production and prices began to firm up, and even
decrease, and substantial quantities of coal were avallable
by the Spring of 1971.

In regard to Duke Power Company, Mr. Fahey testified that
he had exarined its records and found the 1language of the
coal contracts written prior to 1971, "leaves something to
be desired." Mr. Pahey stated that contracts vwritten in
1971 contain improved provisions for price escalation due to
labor increases because in the nev contracts the Seller muast
share in the cost increases. Nr. Pahey testified that Duke
purchases about 9% of its coal from District B8 and that
during the fiscal year 1971, the Tennessee Valley Ruthority
pucrchased coal from District 8 at am average of U41.34¢/NBTU
(vhen adjusted to Duke's freight rate), 1.92¢/MBTU or 4-5%
less than the cost reported by Nr. Robertson for the €£first
six months of 1971. Furthermore, Hr. Pahey stated that coal
was available from District 8 at lower prices, because he,
while acting as a consultant £or South Carolina Public
Service Aunthority (SCPSR), purchased a substantial amount of
coal (37,000 tons) using competitive bidding procedures that
could have been delivered to Duke for 39.13¢/4BTU.

Nr. Fahey testified that Duke should project a coal cost
of no greater than U5,25¢/MBTU. Mr. Fahey gave three
reasons for projecting a price lower than Mr. Robertson's
projected price: -

(1) Mr. Fahey considered President Nixon's wage and price
freeze order;

(2) Mr. Fahey employed productivities found in Duke Pover
Contracts of 35-20 tons per man~day instead of the 15
tons per man—day used by Mr. Robertson when
calculating wage increase effects on ¢oal cost; and

(3) Because of the increase of miclear electric
generating plants, Mr. Fahey considered competition
in the coal industry to be increasing, resulting ir a
softening of prices.

Mr. Fahey summarized his testimony by stating, "I believe
the langunage of the purchase contracts can be improved to
the advantage of Mill-Powver Supply Company and Duke Power
Company. Among the rights which should be reserved to the
Buyer are the right to reject coal vhich does not reasonably
comply with the purchase specifications and the right to buy
coal for the Seller's account to make up deficiencies in
performance which are not excusable under the terms of the
contract. The price adjustment formula used in centracts
issued in 1971 should be enlarged and adopted as a standard
for all contracts in the future, Provision should be
included to 1limit price adjustments using the man-day
productivity, supply cost, and other cost factors existing
at the time the contract vas made. The Buyer =should not
bhear the total buxrden of all future cost changes. The
Seller should assume part of the risks. A greater elenent
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of comrpetition should be helpful in maintaining reasonable
prices for coal.¥

Several points were brought out in Hr. Benoy's cross-—
exanination of Mr. Fahey. Mr. Pahey stated that he did not
helieve that 1970 auctioneering and failures to deliver
vould exist in 1972. Mr. Pahey also stated that tle TYA has
been saccessful in keeping down coal prices by open
competition and that the cost to the TYA Ffor all . coal
procurement services 1is 1.6¢/ton of coal purchased. HMr.
Fahey stated that the TVA's bidding system is open and
bidders and prices are disclosed; furthermore, all long-tern
contracts guaranteed with a performance bond. Mr. TFahey
testified that SCPSA's bids put out in December of last year
and June of this year brought responses from some of Duke's
suppliers in each case. Mr. Fahey stated he believes that
competition, at the same time, with the same lot of coal,
should ‘result in better prices, even with a system less
rigid thar TVA's systen. He further stated that the
introduction of such a system would cost Duke very little,
and a one cent per ton reduction would save Duke 3$150,000.

During cross-examination of Mr. Fahey by ¥r. Griffith,
several points were discussed. MNr. Fahey admitted that the
coal burned by the TVA did not necessarily meet the sulfur
content requirements of the State of MNHorth Carolina. fur.
Fahey stated that the TVA owns coal reserves vhich it leases
to contractors who mine the  coal for TVA. A Mr. Fahey
testified that +the SCPSA bidding resunlts vwere not made
public, only SCPSA and the successful bidders know the
results of the bidding. Hr, Fahey admitted that SCPSA
purchased coal on contract at 23.32¢/MBTU at the ©pines and
that Duke bought over 212,000 tons or 21% of its spot coal
during May through September below the SCPSA contract price
of 23.32¢/MBTU. Mr. Fahey testified that the TVYA did no
better than Duke during the 1970 ®"coal crisis®; however, he
added that TVA\ did better at other times. Nr. .Fahey
admitted that he allowed no increase for taxation imn his
price estimate of 45,25¢/HBTU. Mr. Fahey testified that he
did not believe that there is a real possibility that strip
mining will be abolished; hovever, there could possibly be
stricter land restoration enforcerent. He stated that .this
stricter enforcement of land restoration should cost less
than 10¢/ton. MNr. Fahey admitted that Duke's consSumers pay
an average of 1.73-1.74¢/kilowatt hour (£/KWH) while the
national average is 2.05¢/KWH: however, he added that the
TYA's average is 1,22¢/KWH.

Robert K. Koger, Director of &Engineering for the
Comnission sStaff, testified that Duke Power Company's
conversior to a larger percentage of generatiom by nucleart
units over the next few years will result in significant
unit cost reductions in production expenses. During 1972,
the effects of the start-up of the Oconee Nuclear Plant
cannot be precisely determined due to uncertainties over the
operation of the unit.
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Andrew W. Williams, Conmission Staff Engineer, testified
that if the Oconee Nuclear Onit I comes in as scheduled on
March 1, 1972, and achieves a 7T0% load factor, the
production expense for 1972, allocated to WNorth Carolina
retail, will increase over the test year production expense
by $5.845,459 if Duke's coal cost prediction is assumed or
will increase over the +test year production expense by
$50,954 if Mr. Pahey's coal cost prediction is assuped. MT.
Wwilliams further stated that if Oconee I achieves a 90% load
factor, then the production expense for 1972, allocated to
North Carolina retail, will increase over test year
production expense by $1,845,059 if Duke's fuel cost
prediction is assumed or will decrease below the test year
production expense by $4,202,698 if Mr. PFahey's c¢oal cost
prediction is assumed.

Testimony of Applicant's Rebuttal Witness

Austin. C. Thies, Duke Vice President of Production and
Transmission, offered rebuttal ¢testimony concerning the
direct testimony of Mr. Robert K. Koger and Hr. Andrev.¥W.
¥illiams. Mr. Thies stated the 90% load factor for Oconee
Huclear ©nit I in 1972 is not a reasonable assumption. He

-stated that Duke Power Company has experienced delays at
Oconee and will continue to experience delays as the result
of t"normal" start-up and shakedown probleps which are
connected with any large plant.

Mr. Thies further testified that the 90% load factor
furnished by Duke to the Staff had been prepared in the fall
of 1970, Since that time, Mr. Thies stated that the nost
optimistic commercial operation date for Oconee Unit I had
been changed €from January 1, 1972, to March 1, 1972. The
change was the result of actunal delays experienced at Dconee
and did not consider the effect of any further delay because
of the new AEBC licensing regulations.

Mr., Thies offered as an exhibit a list of the twelve
largest nuclear power plants in operation at the end of
1970. The exhibit shows the load factor of each by year of
operation, The exhibit also shows that +the average load
factor of the tvelve plants was 20.5% for the first year of
operation and 32.25% for the first two years of operation.

In reply to a question comncerning the "Calvert Cliffs%
decision, (Calvert Cliffs Coordinating Gomm., Inc., et al v.
Atomic Energy Conm., __US App DC__, __F24__, 91 POR 2d 12,
1971y, Wr. Thies testified that this decision could further
delay the operation dates of Qconee Units I and II. #Ar.
Thies introduced an exhibit shoving that under the most
favorable conditions, full load cannot be reached before mid
April 1972, and a more likely date, wvhich allows for sone
administrative delays, is mid June 1972. Mr. Thies further
stated that each day's delay on oOconee Unit I can raise
buke's cost from $100,000 to over $5200,000, depending upon
the season of the year.
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Mr. Thies gave the ©present problem of vibration in a
primary coolant pump Duke vas experiencing at Oconee I as an
example of the kinds of delays which nuclear plants
experience. He stated that this problem was expected to
delay Oconee T from three to ten weeks. He stated that if
the load factor on Oconee Unit I dropped to 50% in 1972, the
fuel costs would rise by approximately $9 million over Hr.
Filljam's study.

Hr. Thies testified that decreased availability of natural
gas could cause the total generating expenses to be greater
than data in Mr, Williams'® study indicates.

In answer ¢%to questions about the possible gas shortage,
Ar., Thies testified that fuel costs for 1972 would rise by
approximately 37 nwmillion over Mr. Williams' study if there
vere no gas available during 1972.

INTEREST CHARGES

DPuke presented voluminous testimony and exhibits relating
to the cost of senior debt capital, including the testimony
of its Presidert, Carl Horn, Jr.; its Finamcial Vice
President and Treasurer, R. E. Prazier; and its expert
Otility Financing Consultanrt, ¥. Truslow Hyde, Jr.

The Commission's 5taff presented testimony (and related
exhibits) on these matters from its consultant, David &.
Kosh, a recognized public utility consultant and expert in
public utility financing.

Testimony and exhibits of thes: vitnesses reflect the
following factual data and informationg

Interest rates on long-term debt have risen steadily from
1968 through July 1970 and have since declined slightly up
to the present time. Duke, for example, sold bonds with the
following stated interest rates:

February 1968 - 6-3/8% March 1970 - 8-1/2%
February 1969 -~ 7% August 1970 - 8-5/8%
Septenber 1969 - 8% March 1971 - 7-1/2%

These rising interest rates, at a time when Duke's capital
requirements have been unusually heavy due to its large
construction programs, have caused the imbedded cost of
Duke's long-term debt to increase €from 5.12% at December
1969 ¢to 6.01% at Hay 31, 1971, the end of the test year in
this proceeding. This increase in the inmbedded cost of
long~term debt requires over $5,000,000 in additional annual
interest charges, based on Duke's test year capital
structure, allocated to its North Carolina retail business.

Duke?’s total interest charges including long- and short-
term debt on an annualized basis were $61,002,663 for the
test year, with $38,851,986 of this total being allocated to
the North Carolinma retail operations.
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Onder. Dukets Bond Trust Indenture (Section 2.03),
additional Pirst and Refunding Nortgage -'Bonds may not be
issued unless its "available net earnings®" (vhich means net
earnings before income taxes) for 12 consecutive calendar
months within the 15 calendar monthks immediately preceding
the first day of the calendar month in which delivery of the
additional bonds are made to the Trustee, shall have been
egual to at least twice the amount of the annoal interest
charges on all first mortgage bords outstanding plus the
additional bonds proposed to be issued. The amount of
earnings available to cover fixed charges is computed before
income taxes because interest charges are an allowable
expense before incone taxes are computed. Based on the test
year operations and after accourting and pro forma
adjustments, ¢the interest charges coverage ratio computed
before income taxes was 2.33 times at the present level
rates and will bhe 2.90 times after the increase in rates
herein approved. The interest charges used in computing
these ratios include all 1long- and short-tern interest
charges annualized. .

These interest charges coverage ratios are much smaller
than prevailed prior to 1968 when interest rates were much
lover than presently exist. Much expert financial testimony
was presented in this hearing as to the weight the
Cormmission should give +to the interest charges coverage
ratio. Duke's vitnesses favored a ratio considerably.higher
than the bond indenture of two times, contending that a
higher ratio would protect Duke's bond rating and thereby
cause the interest rates on its future bond sales to be
lover than would prevail if earnings vwere only sufficient to
provide the lower or ninimum bond indenture coverage ratio.
Mr. Kosh, on the other hand, argued ¢that so long as the
coverage ratio wmet the bond indenture ratio, Duke could
attract its long-term debt capital at reasonable and
competitive interest rates.

Data presented by all the cost-of-money witnesses show
that Duke's interest coverage ratios have declined from pre-
1968 1levels but to no greater extent than other utilities
and non-utility conpanies -  which have mnmaintained similar
capital structures and have had similar large long-term debt
capital requirements during the 1968~1971 period of
increasing high interest rate levels. 5taff rate of return
vitness Kosh contended that the additional revenue dollars
wvhich would be required to maintain pre-1968 coverage ratios
during this perio? of high interest rates and heavy demand
by Duke £for long-term debt capital would be more costly to
the ratepayer than would be the higher interest cost that
might resnlt if Duke's bond ratings were to be slightly
lovered. Actual bond sales by Duke during the 1968-1971
period show that Duke has remained conpetitive in its
ability to attract long-term capital.



RATES 179

RETURN ON EQUITY

The expert witnesses testifying on rate of return and
finances of Duke have expressed differences of opinion as to
a fair rate of return on equity to provide a fair profit for
stockholders under this requirement, varying from the
opinion of Mr, EHyde as Duke's outside economric expert as
15%; and Mr. Kosh for the Commission Staff as 11.25%.

Bach of the expérts' opinions is based upon studies and
opinions as to Duke's needs to attract capital required in
the market and secure funds for the construction program on
a basis fair to the customers and to its existing investors.
G.S. 62=132(b) (4).

STATUS OF COST OF SERVICE STUDIES

By oOrder entered in the prior rate proceeding, Docket No.
E-7, Sub 120, on August 18, 1970, Duke was required to
proceed with cost of service studies and meter-hour
consupption studies to provide the basis for a reviev of the
rate groupings and rate classificationrs assigned to the
various classes of customers. The final Order in Docket No.
E-7, Sub 120, provided that the rates fixed in ¢that
proceeding should remain in effect "for no longer than the
completion of Duke's cost of service studies and until
investigation and order of the Commission determining the
effect of said studies on the rates of Duke, as a factor
affecting the reasonableness of said rates, after notice and
hearing on the results of such cost of service studiesnm.
Duke filed said cost of service studies with the Commission
on December 30, 1971, consisting of a voluminous compilation
of data and statistics from said hour-meter readings on all
classes of customers, The studies reveal the need for
extensive analysis, reviev and study to determine the
validity of the methods and samples utilized, and notice and
hearing prior to any final determination by the Commission
as to the effect of said studies on the determination as to
the justness and reasonableness of Duke's rate
classifications. The Order in Docket ¥o. E-7, Sub 120,
reguires that notice be given of said cost of service
studies and an opportunity to be heard in connection with
said cost of service studies. The studies were required by
Order in Docket No. E-7, Sub 120, and vere not completed and
filed at the time of the public hearing herein and are not a
part of the formal record in this proceeding. The
Comaission concludes that this proceeding should bhe
determined on the basis of the present record, notice and
hearing, and that the said cost of service studies should be
made the subject of =separate proceedings with adequate
notice and opportunity to be heard to all parties who .might
be affected thereby.

Based upon all of the evidence of recorl, including the
testimony and exhibits of all parties, the Compission makes
the following
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FPINDINGS OF FACT

1. ° That Duke Power Conpany is duly organized as a public
utility company under the laws of North Carolina, holding a
franchise from the Utilities Commission to furnish electric
pover in a major portion of the State of North Carolina
under rates and service regulated by the Utilities
Commission as provided in Chapter 62 of the General
Statutes.

2. Duke's original cost investment im utility plant
dedicated to service of its North Carolina retail customers
as of Hay 31, 3971, (end of test-period year) is in the sunm
of $1,094,666,219. To be deducted from .said original cost
investment is allowed depreciat ion in the sum of
$£321,644,4%94, and contributioms in aid of construction
received by Duke in +the sua of 3%4,805,000, leaving a net
original cost investment [as contemplated by the provisions
of G.S. 62-133(b) (1) ) in the sum-of %#768,217,000.

3. Duke's wvorking capital allowance, to be added the
erigiral cost component of its rate base, is computed as
follows: '

{a) Working Capital, based upon 45 days

operations and maintenance expense: $27,000,000

{b) Materials and Supplies: 37,562,000
Sub Total $64,562,000

{c) Less Federal Income Tax Accruals of: 2,026,000
Balance $62,536,000

{d) Less State Income Tax Accruals of: ) _I59,000
Balance 361,767,000

a, The balance of 261,767,000 set forth immediately
abovae should be added to Duke's original cost of plant,
resulting in a total net original cost of plant in service
at the end of the test year of $£629,988,000.

5. Pursmant to the decision of the North Carolina
Supreme Court in the Lee Telephore Company case, State of
Nocth Carolina ex rel UOtilities Compission, et als, ¥s.
Morgan, 277 NHC 255 {1970), we have not included in Duke's
plant in service any sums expended or recorded on Duke's
books for plant under construction or £for oplant held for
fature use. .

6. In the Comnission's Order in Docket ¥Wo. E-7, Sub 120,
Duke's most recent general rate case, we found the fair
value of Duke's plant in service dedicated to North Carolina
retail business to be $735,000,000 as of December 31, 1969.
He find here that Duke has added new plant betveen December
31, 1969, and May 31, 1971, (end of test year), of a fair
value of $176,871,000. Having considered the original cost
of said plant, 1less reasonable depreciation, and having
considered replacement costs determined by trending original



RATES : 181

cost to current cost levels, and by considering the
condition, design and usefulness of said plapt, we find the
fair value of said plant as of May 31, 1971, to be
$910,263,000.

7. That Duke's fuel mixtare will not be shifting toward
a substantial nuclear component within the probable Future
expense period considered in this Order, and its coal cost
should mot be higher than those experienced during the test '
yeat, and the Commission finds that U45.67 cents per million
BTI! to be a reascnable fuel expense to Duke to be used in
computing its probable future operating expenses.

8. That Duke's revenue under present rates on an
annualized basis for customers served at the end of the test
period for North carclina retail service and after
accounting and pro forma adjustments was $276,482,000. The
teascnable operating expenses (exclusive of taxes) of Duke
during the test period, using the actual average cost of
fuel of 45.67 cents per millionm BTU, are $150,494,014., The
operating revenues of $276,482,000 includes 8,541,893
representing a growth factor during the test period based on
the customers added during the year. The growth factor is a
methed of annualizing the revenue from customers served at
the end of the test period. The net operating income Ffor
return at the end of the ‘test period, using the actual
average fuel cost of 45.67 cent per million BTU, and after
accounting and pro forma adjustments, was $53,918,000,
giving a rate of return on the net original cost of .plant
less depreciation of 6.50%, and a return on equity of B.88% .
and a rate of return on the fair value of Duke's property in
service of 5.92%. Such rate of return is found insufficient
to provide a fair profit to Duke's stockholders considering
changing economic conditions, and is insufficient to allow
Duke to compete in the market for capital funds on terms
which are reasonable and fair to its customers and =2xisting
investors.

9. That taking. the €air value of Duke's rate base as
found by the Commission in its order of February 12, 1971,
in Docket No. E-7, Sub 120, for a test period ending
December 31, 1969, of $735,096,000, and adding new plant put
in service through - May 31, 1971, of $176,871,000, gives a
. recently found fair value, plus additions of $911,967 D0o.

10. That the Commissior £inds that the fair value of
Duke's utility property im Worth. Carolina, considering
original cost less depreciation and considering replacement
cost determined by trending original cost to curreat cost
levels and considering the condition of the property and the
outmnoded design of some of the older plants, is
$£910,263,000.

11. That the actunal investment currently consumed through
reasonable actual depreciation during the test period was
£33,915,000. .
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12. That the net operating income for returm at the end
of the test period at the fuel cost of U§5.67 cents per
million BTU vas $53,918,000, giving a rate of return on the
net original cost of plant less depreciation of 6.50%, and a
return on equity of 8.88% and a rate of.return on the fair
value of Duke's property in service of 5.92%, and such rate
of return is found insufficient to provide a fair profit to
Duke's stockholders considering changing economic
conditions, and is insuffjcient to allow Duke to compete in
the market for capital funds on terns vhich are reasonable
and fair to its customers and erxristing investors.

13. That the rate of return necessary on the fair value
of Duke proparty, with sound management, to produce a fair
profit for its stockholders, considering the economic”
conditions as they exist, to maintain its facilities aund
service in accordance with its obligation to its customers
and to compete in the market for «capital funds on a
reasonable basis to customers and stockholders, is 7.11%,
which rate of return will produce $23,465,000 of additional
gross revenues onh NYorth Carolina retail electric service,
and will provide a rTeturn on egquity %o the common
stockholders of 12%, by providing net income of $41,812,000
on equity of $345,098,000, and is 76% of the $30,884,000
increase applied for, and is an increase of 8.93% over the
rates in affect prior to the application of the dinterim.
rates allowed in this proceeding, which is ap increase of
1.83% more than the interim rate increase of 7.1%, vhich is
included in this final determination.

CONCLUSIORS

The Application of Duke in this proceeding seeks an
increase under the proposed rates to produce $30,884,000 of
additional annual revenne, based on the customers connected
at the end of the test period, on an annualized basis.. The
following tables based on the Findings of Fact, show the
calcnlations for the $23,465,000 of such increased ravenue
found to be reasonable from the records in this proceeding:
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NET OPERATING INCOME AND NET INCONE DERIVATIONS
DURE POWER CO. - H. C, RETAIL OPERATIONS
FOR TEST PERIOD-YEAR END MAY 31, 1971 ($000°'s)

At
' At Present Increase Approved
Iten ] Rates ___ Approved Rates _
Gross Operating Revenues $276,1482 $ 23,465 $299,947
Operating Expenses: .
Puel for Generation 93,770 93,770
Purchased Power . 4,930 4,930
Wages, Benefits & Materials 51,794 . __51.794
Total Operation & Maintenance o
Expense: $150, 494 $150,494
Depreciation : $ 33,915 $ 33,915
Taxes Other Than Incone 26,462 $§ 1,408 27,870
Incorse Taxes - State . 1,352 1,323 2,675
Income Taxes - Federal 10,858 9,952 20,810
Investment Tax Credit -
Wormalized : 2,199 2,199
Investrent Tax Credit -
Amortized - ; 12,7186) —_12,716)

Total Operating Expenses: $£222,554 $ 12,683 $235,247

et oOperating Income for

Return $ 53,918 $ 10,782 § 64,700
Rate of Return on Fair Value ) -

Rate Base n 5.92% T.11%
Fet Other Income - 3 24,814 24,814

Income Available Por Firxed

Charges - $ 78,732 $ 89,514
Fixed Charges:
Interest on Long Term Debt %£.35,878 % 35,878
Interest on Short Term Debt 2,974 2,974
Total Ket Imterest Charges 38,852 38,852
Net Income Before Preferred .

Dividends 39,880 50,662
Preferred Dividends 9,250 ‘ 9,250
Het Tncome for Common

St ockholders ¥ 30,630 $ 41,412
Common Stockholder's Eguity 345,098 345,098

Rate of Return omn Common .
Stockholder Equity : 8.88% 12.00%



REASONABLE CAPITAL STRUCTODRE AND EMBEDDED COST
DOKE FOWER CO. — N. C. RETAIL OPERATIONS

($000°3)
EMBEDDED AHNUAL INTEBEST
COST AND OVER-ALL AND RETURNS
TYPE CAPITAL ANCUNT TOTAL % RETURN_% COST RATE % REQUIRENENTS
Long Term Debt $597,084 52.05 . 6.0] 3.13 35,878
Short Term Debt 57,143 4.98 5.20 .26 2,974
Preferred Stock 136,931 - 11.94 6.76 -81 9,250
Conmon Equity 345,098 36.08 12.00 3.6 44,820

Sub Total $1,§36,256

Deferred Investment
10,833 -95 0 0 __0__
$1,147,089 |00.00 7.81 89,54

%8l

ILIDIHIDATH



DUKE POWER CO. -~ ¥. C. RETATL OPERATIONS

RATES OF HETURN ON NET INVESTMENT-ORIGINAL

COST AND FAIR VALDE-YEAR END MAY 3|, (97|

Electric Plant in service.

Reserve for Depreciatiom
Contributions to
Construction

Lesss

Fet Investment in Plant

Working Capital Allowance: .
45 Days Expense-Cash Allowance
Materials & Supplies
Less: Pederal Income Tax
Accruals
State Income Tax
Accruals

¥et Working Capital Allovances
Total Rate Base — For Returns
Het Operating Income for BReturn

Rates of Return on Net
Investment

($000's) -
ORIGINAL COST  FAIR VALUE __ RATE BASE
PRESENT APPROVED PRESENT  APPROVED
_RATES RATES RAT ES BATES
$1,094,666 $|,094,666
( 321.684) ( 321,644)
{ 4,805) ( 4,805)
$ 768,2y7 $ 768,217
27, 000 27, 000
37,562 37,562
2,023 3,682
769 1541
$ 61,770 $ 59,339
$ 829,988 $ 827,556 $ 9|0,263 $ 900,263
$ 53,918 $§ 64,700 $ 53,918 $ 64,700
6.50% 7.82% 5.92% 7.11%

SELYY -

s8l
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Ta The Commission concludes that 76% of this proposed
rate increase is necessary to provide a fair rate of return
to Duke on the fair value of its property.

2. The rates proposed hy Duke are found to be
untr easonable and unjustified to the extent that they produce
any increases in annualized revenue on the customers at the
end of the test. period in excess of $23,465,000.

3. Duke's cost of service studies to measure the
differentials in cost and other factors affecting the
classification of rates by end use of electricity were filed
on December 39, 1971, but such studies require extensive
study .and mnotice and hearing before rates are changed as a
result thereof, and they are reserved for future
investigation and review and due notice to all classes of
customers, with opportunity to be heard on the justness and
reasonableness of the cost Jifferentials for the various
classifications of services, based on said studies.

4. The Commission concludes from all of the evidence and
all of the testimony and the entire record herein that the
earnings of Duke have been reduced hy increases in the cost
of coal and by increases in interest expense and wage costs
and other expenses to such an extent that its ability to
sell additional bonds and common and preferred stock
sufficient to £finance necessary construction of additional
.pldant are placed in jeopardy under the present rates.

5. The ability of Duke to provide adequate service in
its service area and to construct needed plant to meet the
increased demand for electric currert and the law requires
that its earnings be maintained at a level so as to attract
the capital necessary for such program. The increased cost
of coal and the increased interest costs are anmply shown in
the record.

6. The reasonable ratio of common stock, preferred stock
and debt capital for the 'present economic conditions for
buke is 52.05% debt, 4.98% short-term debt, 11,94% preferred
stock, and 30.08% coammon stock.

Te That it would be in the public interest for Duke to
pursue a course of actiorn designed to investigate +the
effects of the use of various types of more competitive
purchasing practices, and the requirement of performance
honds or other assurance of delivery or replacement.

8. That Duke's demonstrated reduction in its advertising
and promotion expense is in the public interest and it is
thke further conclusion of the Coanmission that further
reductions should bhe strived for. No final judgment is made
in this docket regarding the advisability of Duke's
continuing to promote the sale of electric heating. This
matter is to be comrsidered more fully in a docket on the
Company's cost of service analyses.
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9. The Comcission agrees with the Company and Staff
vitnesses that probable future operating expenses of the
Company should reflect the imncreases which are impediately
predictable for the price of coal, and that test year
operating expenses should be adjusted accordingly. This is
in.accordance with G.S5. 62-133(c). Based upon estimated
increases in cgoal prices as a result of a United fine
Vorkers of America (UMWA) vage settlement, among other
things, Duke predicted that the average coal ‘price during
1972 would be 48.87 cents [ per M/BIU, ¥r. Fahey, vhose
estinate was made at a later time than Duke's, and
incorporated adjustments for the effects of wvage and price
controls, estipated the average coal price during 1972 to be
85.25 cents per 4/BTO. The, Commission has considered all
evidence concerning fuel costs,’ including the present trend
toward lower costs due to easing of demand pressures as well
as probable effects of the UOMRA vwage settlement. The
Conmission concludes that the average total fuel cost of the
test vyear, 45.67 cents per rillion BTU, is a reasonable
estimate of total fuel costs anticipated during the
immediately predictable future.

10. "Based on testimony of Staff ditnesses FKoger and
Williams and Company rebuttal Witness Thies, the Compission
further concludes that +the prospect” of any savings in
generation costs in 1972, resulting from thé operation of
the Oconee WNuclear Station is negligible and may, in fact,
result in greater over-all operating expenses due to its
predicted limited operation of the nnclear povered
generators during 1972, However, the Commission concludes
from the testimony that once the Nuclear Station is
operating at full load factor (expected in late 1973),
considerable savings in per unit generation costs should
eceur and, in that regard, concludes that the cCommission
Staff should keep the Commission advised of the status of
the Conmpany's operation of these Nuclear units together with
current estimates on generation costs.

11. Changes in the interest charges coverage ratioc have a
direct influence on the rtate of return to the common
steckholder's equity due to the fact that the interest costs
nuest be deducted from net operating incore hefore the rate
of return to the common equity capital can be computed.. Imn
the instant situation the Commission corcludes that it is
necessary to provide additional revenues so that Duke's
coverage ratio will be adeguate, and it results in a rate of
return on common equity at the 12X level. A coverage ratio
higher than 2.90 times would ir itself require additional
revenues that would produce a higher return on the common
stockholder's equity. These interacting functions of the
coverage ratio and the rate of return on common equity, two
important earnings criteria recognized in the finmancial
markets from which buke must seek funds, have been carefully
‘considered by the Commission. ’
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" 12. Based upon all the expert opinions and testimony and
the exhibits and the record reqarding Duke's interest
coverage ratios; the Commission is of the opinion anrd finds,
as will be hereinafter set forth, that under the existing
monetary and economic conditions, Duke's competitive ability
to attract long-term debt capital will be protected under
the approvel increase in rates hereinafter set forth, whick
provide an interest charges coverage ratio of 2.90 times,
before income tarxes, :

.PRICE CONKISSIOW

The Utilities Copnission takés Judicial notice of the
President's Executive Order No. 11627, entered on October
15, 1971, establishing Phase II of vage and price controls
under the Bconomic Stabilization Act of 1970 beyord the
original 90-day period ending’ November 13, 1971, and the
establishment of the Price Commission pursuant to said
order, and the rules and regulations of the Price Commission
published in Volume 36, No. 220, Pederal Register, Decenber
17, 1971, §300.016, Regulated Dtilities, at p. 21,793, as
amended in Volume 37, Wo. 9, Pederal Register, January 1%,
1972, at p. 652, requiring that regulated public utilities
having gross receipts of $100,000,000 or more give notice to
the Price’ Commission of any price increases authorized by
regulatory agencies. ’ :

The Utilities Commission is further advertent to public
statements of guidelinmes and policies of the Price
Commission, The increase approved here is 1.83% nore than
the interim rates which were approved on June 30, 1971, and
vhich were in effect during the base period prior to the
price freeze on August 14, 1971, The Commission concludes
that the VWorth Carolina rate procedure and the evidence in
this proceeding, and the consideration thereof by the
Comnission, fixes the rates of Duke in this proceeding on
the hasis that they will provide no more than the ninimum
return necessary to assure continued and adequate service.
The return actually earned by Duke from the rates previously
in effect produced a rate of return of 5.92%, and if
continged without the rate increase approved here, would not
be adequate to assure continued and adeguate service, and
this Comnission finds and so certifies that the increases
are consistent with the criteria established by the Price
Conmission, and the documentation for such findings are set
out fully in the Findings of Pact and Conclusions herein,
based on evidence of record of the public hearings herein.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

1. That effective upon bills rendered on and after March
15, 1972, for service rendered after Febrnary 15, 1972, the
applicant Duke Pover Company is authorized and permitted to
put into effect increased rates and charges across the board
by a flat rate increase of 8.93% in the rates of the Company
on each block of power in each schedule, including emnergy
and demand components.of applicable schedules, so that the
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total monthly bill to each customer will be increased by the
sane uniform 8.93% ‘increase. Such increase in rate
schedules shall prodnce no more than total annualized
additional revenue as of the enl of the test period of
$23,465,000, being 76% of the increased revenue sought under
the proposed rates of $30,884,000, and such amended schedule
of rates and charges shall bhe filed with the Comrission by
March 1, 1972, The applicant is also authorized to continue
the increase in its extra facilities charge to new
customers, from 1.6557% to 1.7%, for all customers added
.after July 1, 1971, under the oOrder allowing the interinm
rate increase. The interim rate increase put into effect
under the June 30, 1971, order averaging.approximately 7.1%
is 4included in the increase approved here, and is hereby
cancelled effective with application of the B8.93% increase
in service rendered after Pebruary 15, 1971.

2. The rtates prescribed in this Order shall remain in
effect for no longer than the complastion of investigation
and hearing on Duke's cost of service studies and a formal
determination of the effect of said studies on the rates of
Duke, as a factor affecting the reasonableress of said
rates, after notice and hearxng on the results of such cost
of service studies.

3. That Duke Power Company investigate the application
of more competitive bidding to its fuel purchasing and the
requitemgnt of performance bonds or other assurance of
delivery or replacement in its coal contracts. That the
results of this investigation shall be filed with the
Commission within 90 days of the date of this order.

ISSUED BY ORDER OF THE COMNISSION.

This 31st day of Janmary, 1972.

AORTH CAROLINA UTILITIES COMMISSION
Katherine M, Peele, Chief Clerk
{SEAL) .
DOCKET NG. E-13, SUB 20
BY¥FORE THE NORTH CABOLINA UTILITTIES COMMISSION

In the Matter of

Application of Wantakala Power and Light ) ORDER

Company for Authority to Adjust and ) DETERHINING
Increase its Electric Rates and Charges } RATES

PLACE: Swain County Courthouse, Bryson City, N. C.
DATES: June 6 and 7, July 28, August 1, 1972

BEFORE: Conmmi ssioner Marvin R. Wooten, Presiding;

Commissioners John ¥, McDevitt, Miles Rhyne and
Hugh A. Wells
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APPEARANCES:
For the Applicant:

R. C. Howison, Jr,
Joyner § Howison
Aachovia Bank Building
Raleigh, North Carolina

G. Clark Crampton
Joyner & Howison
Wachovia Bank Building
Raleigh, North Carolina

For the Protestants:

Leonard W. TLloyd

Attorney at law

P. O. Box 515, Robbinsville, Horth Carolina

Appearing for: Graham County Board of County
Commissioners and Graham County
Board of Education

For‘the Conmission Staff:

Edward B. Hipp
Connission Attormey
One West Morgan Street
Raleigh, ¥orth Carolina

BY THAE COMHISSION: This proceeding was instituted on
December 30, 1971, with the filing by Wantahala Power and
Light company {hereinafter called T"NANTAHALA™ of an
Application for aunthority to increase its electric rates and
charges for its retail customers in Horth Carolima by an
increase of 15% in all retail rates, to produce additional
gross annual revenues of $733,655, based on the test year
ending December 31, 1971..

The increases’ applied for are based on allegations of
deneral revenue needs to be distributed to all classes of
custoners. The2 Application and the exhibits attached
thereto contend +that the rate increasé is needed and
required due to a decline im the earnings and rate of return
of Nantahala caused by increased cost of operations,
including salaries, materials, supplies and increase in the
cost of purchase power based upen a revised purchase
agreement for purchase and exchange of power from Tennessee
Valley Authority..

The increases applied for are a uniform across-the-board
increase of 15% in charges for electricity to retail
customers and an increase in the charge for restoration of
service from $5.00 to $5.75 and an increase in the deposit
for temporary service from $25.00 to $28.75.
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By order of January 26, 1972, the Commission suspended the
rate increase applied for and set the application for
investigation and hearing, and declared the Application to
be a general rate case, with public hearing set to be hearad
in Raleigh, HNorth Carolina, on June 6, 1972.. By Order of
Pebruary -28, 1972, the. Conmission changed the place of
hearing from Raleiqh, Forth Carolina, to Bryson City, Horth
Carolina. The Order of Investigation required that public
notice be given of the proposed rate imcrease announcing the
tive and place of public hearing, as amended, in Bryson
City, North Carolina.

Public hearing was held in the Swain County Courthouse,
Bryson City, North Carolina, on June 6 and 7, 1972, and in
Raleigh, North Carolina, on July 28 and August %, 1972, with
counsel for parties appearing and participating, as shown
above.,

SUMMARY OF TESTIMONY

Nantahala offered +testimony and exhibits of witnesses as
follows: . . .

¥. T, Walker, Franklin, Rorth Ccarolina, President of
Wantahala, testified that WNantahala was founded by the
Aluminum Company of America ({ALCOA) and.all its stock is
owned by Alcoa; that at the end of the year 1971 Nantahala
had an average of 24,070 customers, 163 enployees, 2,252
riles of distribution 1lines, 189 ailes of transmission
lines, and a total service area of approximately 1,729
square wiles, 323 square miles of which are included in the
Great Smoky Hountains Wational Park; that customers are
divided - up into 21,316 residential custoners, 2,656
conmercial customers and B0 industrial customers; that at
the end of 1971 the original cost of preoduction plant in
service was $26,700,499, the ¢transmission plant was
$4,579,876, and the distribution systemn and other facilities
made the +total investment for .povwer facilities in the area
more than $42,000,000; that ¥antahala's service area has a
population density of 29.6 persons per sguare mile (or a
density of 50.2 persons per square mile for the 1,460 square
miles which remain if Wational Park service lands are
deducted); that kilowatt-hour sales in 1971 arounts +to
385,169,389 kilowatt hours, an increase of 123.3 percent
over the 1960 sales; and that Nantahala requested a 15%
across—-the-board increase +to be applied wniformly to all
rat e schedules, '

Robert D. Buchanan, Pittsburgh, Pennsylvania, Assistant
‘Controller, Ta%es and Financial Accounting, Aluminum Conpany
of Anmerica, testified +that the gross original cost of
electric ut%ility plant, including construction work in
progress, totaled 342,327,152 at Decenmber 31, 1971; of that
amount, nearly $16,000,000 was constructed during World War
IY and was amortized over a five-year period, instead of a
normal life for such property; that this property is fully
depreciated for both hook and tax purposes and the total
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depreciation reserve on the books at December 31, 1971, wvas
$28,043,942; that adjustment of $6,527,805 was nmade,
reducing the reserve for depreciation to $21,516,137, the
amount the reserve vwould have been if normal depreciation
rates had been used; that operating revenunes recorded on the
books for the test period totaled $5,289,935 and operating
and maintenance expenses totaled $2,235,022; that other
operating expenses gave total operating revenue deductions
of $4,512,952, leaving a halance of net operating income of
$£776,983% after adjustments, net operating income was
reduced by $302,797 to $474,186; that the ratio of net
operating income to net investment plus allovance for
vorking capital produces a rate of return of 2.24% ‘under
present rates and 3.93% under proposed rates.

John J, EBeilly, New York, New York, Director of Valuation
and Appraisal Services for Ebasco Secrvices, Inc., testified
that the trended original cost of Fantahala's untility plant
in service at Dacermbher 31, 1971, was estinated with the use
of the Hanply Whitman Index +to be $125,290, 959: that the
trended original cost, 1less depreciation of FNantahala's
electric wutility plant in service at December 31, 1971, was
estipated to be $77,911,864, which is 62X of the trended
original cost undepreciated; that the. estimated accried
depreciation vas $47,479,095, which is 38% of +the trended
original cost; and that the fair value of Yantahala's
property under the jurisdiction of the Conmission for rate-
making purposes is $46,654,000.

¥. W. Carpenter, Hew York, Wew Yark, Director of Utility
Rate Sservices for Ebasco Services, Inc., testified as to the
portions of the company's plant cost and expense related to
the company's Korth Carolina -Jurisdictidnal electric
service, and the net operating income derived from such
service under present rates; that after all allocations, net
operating income for return was $435,804: that based on "Net
Investment™ the rate of return was 2,25%, vwhile, based on
fair value, the rate of return wvas .96%: and after the
proposed increase in revenoes, the net operating income for
return was calculated to be $802,119; the rate of return
based on fair value increased to 1.70%.

Geotge Popovich, Pover &Engineer for Alcoa, Pittsburgh,
Pennsylvania, testified that the nev Fontana Agreement gives
a Joint entitlement to ¥antahala and Tapoco, Inc., (TAPOCOY,
a subsidiary of Alcoa with hydro generators dovnstream fron
Wantahala and TYA's Fontana dam; that the entitlements are
apportioned betveen Nantahala and Tapoco according to the
contribution of each to the new Fontana Agreement; that
under no case was Nartahala ¢to receive less than its
resources vhen considered singularly, and any benefits
gained in the Agreement would be fairly shared; and that
Hantahala traded its 1,522.5 GWH of peaking deviation 2nergy
to Tapoco for 6.6 HW of peaking capacity resulting ir a
¥95,000 yearly savings for Mantahala and a $70,000 vyearly
savings for Tapoco.
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Robert L. Schlesinger, WNew York, New York, Director of
Pinancial Services, Ebasco Services, Incorporated, ¥Wew York,
testified that Nantahala's adjusted capital structure at
December 31, 1971, amounted to $15,800,000, and vas
tepresented imn its entirety by proprietary capital, but in
determining reasonable capital costs to establish a fair
rate of return, a balanced capital structure containing debt
and preferred stock, as well as common eguity, should b)e
considered; that an appropriate capital structure would
consist of approximately 55% debt, 5% preferred stock and
40% common equity; that the embedded costs of leng-term debt
of Alcoa at December 31, 1971, was 6.13%; that preferred
stock money costs ordinarily are higher than debt costs, and
that the rate assigned for this component of capitalization
should at 1least equal the debt cost, 6.13%; that in his
opinion the common stock equity component of capital
developed for WNantahala should earn at least 12-1/2%; that
using the assumed capital structure and the enmbedded long-
term debt and preferred stock costs of 6.13% and a 12-1/2%
return on comrmon equity, an overall cost of capital of 8.68%
results; that a return of 6.70% on the fair value of the
company's properties would constitute a fair rate of return,
but even if the full increase in rates requested is granted,
a rate of 6.70% will not be achieved; and that it will only
produce a coverage of interest requirerents before income
taxes of 3.04 times, sharply below the coverage he regards
as necessary for Nantahala.

The Corrission Staff offered testimony of witnesses as
follows:

Allen L. Clapp, P. ©E., Conmission Utilities Engineer,
testified that the service of Nantahala is adequate and that
provisions have been, or are being, made to assure that the
service will improve in the Ffuture; that the Staff
recomnends to Fantahala the following additional prograns to
aid in the design and operation of the WNantahala systenm:
That a formal right-of-way majintenance program be
instituted; +that adequate right-of-way be obtained to
elininate problems from tree growth in areas in which owners
refuse to allow triaming; that formal pole 1line inspection
and maintenance procedures be instituted; that a formal
continuing program of line voltage and current peasurenent
he instituted; that complaints and outages should be
revievwed reqularly in order to compare performance between
areas and over a period of time; that all exposed live parts
in substations and other station areas be properly guarded
by either physical guarding or isolation by elevation,
according to Part I of the National Electrical Safety Code,
and applicable sections of the WNational Electrical Codes
that special attention should be paid to the prevention of
physical damage to station grounds and personnel from loose
ground pads and exposed ground bus; and that statistical
sampling of meters be investigated.

Williaw E. Carter, Jr., Staff Accountant, testified that
the rate of return on net investment plus allowance for
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vorking capital for retail operations under present rates is
2.52% and unier proposed rates would be 4.24%; that net
operating income for return for rTetail operations under
present rates totaled 3$494,000 =and wounld increase to
£831,927 aunder proposed rates; that net plant in service at
December 31, 1971, totaled $£19,613,911 after an adjustment
of $6,527,805 +to the dJdepreciation reserve per books, onh
property placed in service during #orld War TI, to the
amount it would have been had the normal depreciation rates
been used instead of five-year amortization; that the Teturn
earned on common equity, which comprises 100% of the capital
structure of Nantahala, wvas 3.25% during the test period and
under proposed rates would be 5.50%; that under an assumed
capital structure of 55% debt, 5% preferred stock and 40%
ccimon equity, the rate of return earned on common equity
during the test period would have heen 3,28% and under
. proposeil rTates would be 8.85%; that using this capital
structure, the return on net investment in plant plus
allowvance for workirg capital would increase to 3.88% under
present rates and 5.56% under proposed rates.

william J. Willis, Sta¥ff Electrical Engineer, testified on
separation of the compary's operations into those operations
in which the Comrission has jurisdiction; that he accepted
the company's procedure of  estimating class peak
responsibility by using corrected 60-minute coincidental
demand measurements within the total system; that primary
rlant accounts were predominantly clarified as demand or
energy related and allocated on the bhasis of the "Peak
Responsibility" method or on an adjusted energy level basis;
that the YPL"™ rate would result in a loss to the company if
energy was sold in the bottom four blocks of that schedule
and that the hottom rate block of the ®LC" schedule, if
used, would result in a loss to the company; that the botton
rate block of the "PL" and "LC" schedules should be changed
to- 4.3 npills per kilovatt hour and 3.25 mills per kilowatt
hour, respectively; and that any increase that might be
granted in the proceeding he placed across~-the-board.

Andrew Williams, Staff Huclear Engineer, testified that
under the nev Fontana Entitlement, Fantahala receives the
same average amount of energy it could generate on its own;
Tapoco receives 29.9 GWH per year less than the average
amount it could generate; FWantahala gains 5.1 MW of capacity
plus 6.6 MH of additional peaking capacity over its own
resources; Tapoco loses 53.1 MR of capacity from its own
resources; that it 1is not economically feasihle for
Hantakala to build a fossil-fired generating plant or an
internal combustion turbine generator; that Nantahala can
purchase power from the TVA more economically than from Duke
Power Company or Carolina Power & Light Company; that nunder
an alternate method of apportionment, Mantahala would gain
an additioral 19.6 MW of capacity and Tapoco would lose’ an
additional 19.6 MW of capacity; and that the data used in
these studies was later revised by Hr. Popovich.
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Public Witnesses testified as follows:

John Preston, Controllex, Cabinet Division, Magnavox
Company, Greenville, Tennessee, testified that his company
had two furniture plants in the Nantahala service area; that
the Andrews plant enmployed 700 persons with annual electric
bill of $56,170; that he protested the 15% increase because
it would increase the electric cost of the Andrevs plant by
38,4267 that the Bryson City plant employed 350 individuals
and had electric bill in 1971 of $41,842, and the 15%
increase wvould increase the electric bill at Bryson City by
26,2767 that the cost of electricity in these plants is
approximately 5% of the cost of production. ’

William ©Davis, cChairman of the Board .of Stevards of the
Methodist Charch, Bryson City, testified that his charch had
206 members; that it had an electric bill of $2,000
annually, out of an operating budget of $16,000; that the
pover bill Jas 12% to 13% of their total budget; that the
proposed increase would increase their bill $300.00 a year,
and he considered it excessive.

DISCUSSION OF NEW FONTANA AGREEMERT ARD
APPORTIONMENTS BETWEEN NANTAHALA AND TAPOCO

The New Fontana Agreement is a contractual arrangement
effective from January 1, 1963,  to December 31, 1982,
between the Tennessee Valley BAuthority (TVA) and the
Alurpinum Company of Rmerica {Alcoa), Tapoco, Inc., (Tapoco),
and Nantahala Power and Light Conpany (NMantahala) which
provides, among other things, for the coordinated operation
of the power production and transmission facilities owned by
TY¥A, Nantahala and Tapoco, Nantahala and Tapoco are wholly
owned subsidiaries of Alcoa, established by Alcoa to develop
certain of the hydroelectric sites in Western NHorth Carolina
and adjacent areas, The Companies vere founded to produce
and supply large quantities of low cost electricity to
Alcoa's aluminum smelting facility at Alcoa, Tennessee.
Nantahala assumed-the public utility 1load in Southvestern
North Carolina in addition to transporting power to Alcoa.

The New Fontana MAgreement was formalized to provide TVA
with peaking power and additional energy and to ™firm up"
pover available ¢to Nantahala and Tapoco. The generating
capacity of NWantahala and Tapoco is all hydroelectric and
required "firming up" ¢to make +the pover available less
dependent on stream flow conditions.

OUnder the New PFontana Agreement, eight of Nantahala's
hydroelectric plants with an installed capacity of 97.2
megawvatts and Tapoco's four hydroelectric plants with an
installed capacity of 326.5 megawatts are operated at the
TVA's direction with all the electric emergy generated at
these plants made available to the TVA at the points of
generation. In return for this energy, TVA makes energy
avajlable to the combined Wantabhala-Tapoco System at an
average rate of 218,300 kilowatts or 218.3 megawatts (MR),
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subfect to certain conditions including an adjustment for
losses (6.0 B#H), Y"extended" reductions (90 %W}, "peaking®
reductions (99 M¥) and an addition €£or planned peaking
deviation (8.8 HW).

An “"extended™ (curtailable) reduction allows TYA to reduce
the power available by 100 u¥ (4 10%) for a continuous
period of not more than 91 days nor less than 21 days. Such
reduction is limited in number to ome in any 12-month period
ending each June 30. A "peaking™ (interruptible) reduction
allovs TVA to reduce power for not more than 10 minutes upon
three minutes notice in either ome or two blocks of 90 MH.
These reductions are limited to 10 minutes in one day and 10
times in any one year.

The npet entitlements to the Nantahala-Tapoco System under
the New Fontana Agreement are an assured capacity of 67.3
MW, interruptible capacity of 75 MW and curtailable capacity
of 90 MW. The associated energy entitlements inclode 41,1
average megawatts (Avg, MH) of primary energy, 81.2 Avg. HH
of interruptible secondary energy and 82,8 Avg. N¥W of
curtailable secondary energy, plus a 2,500 HWH energy
allowance for peaking deviation.

"Apportionment Agreement®” Between Wantahala and Tapoco

The Wev Pontana Agreenent makes electric pover available
Jointly to Nantahala and Tapoco but does not specify what
each of them is entitled to receive. Prior to June 1, 1971,
Hantahala "took™ wvhat energy and capacity it needed to meet
its auatility load. This involved subtracting the public
utility load and losses plus the generation of the three
spall plants not under the New Fontana Agreement from
36,583,333 ‘KA -per nmonth and Tselling" any "excess" to
Alcoa. It became mnecessary to apportion the entitlenments
under the New Pontana Agreement vwhen Nantahala's load grew
sufficiently +to wmake this excess nil. On June 1, 1971,
Fantahala. and Tapoco entered into an  agreement, the
"ipportionment Agreement™, to apportion the power and energy
available to ¥antahala and Tapoco under the New Fontana
Agreement and to apportion the obligations of Nantahala and
Tapoco thereunder, Under this Agreezent, Nantahala receives
up to 41.1 M¥ of primary pover and the associated emergy; in
addition, NWantahala receives up to 13.2 N4 of peaking pover,
6.6 NBH of which constitute peaking power to which Tapoco
.would be "entitled" except for this agreement of-the parties
vhich states "that Nantahala shall be entitled to this power
in lieun of 1,522.5" MWH of deviation energy.- Deviation
energy is energy granted in return for the value of energy
storage capabilities of certain hydroelectric facilities.’
Tapoco Teceives all power and energy available under the New
Fontana Agreement that remain after WNantahala takes its
fentitlemnents?,

Company VNWitness Popovich described the methods used in
deternining the apportionment of the Newv Fontana Agreement
ent itlements in detail. In general, the Company's method
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took each Conmpany's capability under adverse conditiors,

separately, that being £for Nantakhala (84.3 MW) and that
bheing for Tapoco (302.8 MW); removed each system's largest
unit, WNantahala's 37.0 H¥ unit and Tapoco's 38.7 MW unit,

respectively: and further removed 10X spinning reserve to
obtain . the assured capacity of each system, thus calculated
to be for Wantahala (4#2.6 MR) and for Tapoco (237.7 MH).

Next, the Company's method ratioed the separate assured
capacities of each systerm to the sum of the assured
capacities of g2ach system to determine the percentage of
power "contributed”™ by Wantahala (15.2%) and Tapoco (84.8%)

to TVh from which both Tapoco and ¥Hantahala are provided
povwer under the Nev Fontana Agreement. The Company nmethad
did, however, recognize that TVA, in operating Wantahala and
Tapoco as a combined system, only needed to subtract one
"largest unit", Tapoco's 38.7 MW unit, and 10% spinning
reserve from the system capability to obtain the assured
capacity (387.1 MW - 28.7 d% - 34,8 M¥ = 313.6 MW).,
{(Further discussion of a method which would €ollow this
procedure in the apportionment agreement itself was
presented under one of the Staff's proposed alternmatives.)

The percentages obtained by considering Nantahala and Tapoco
separately {as followed by the Company) were applied to the
assured capacity available to TVA to apportion the assured
capacity, including capacity "gained®™ by TVA considering
Mantahala and Tapoco as one system, Nantahala (313.6 HW.X
15. 2% = 47.7 H¥) and Tapoco {313.6 MF X 84.4% = 265.9 NW).

The rationale of the Apportionmsnt Agreement.is that it
allocates on the hasis of each company's contributions with
the provision that Wantahala does no worse than it would
operating by itself. The agreement apportions #47.7 MW of
agsured capacity +to VNantahala, plus 6.6 M¥  of peaking
deviation from Tapoco in return for HNantahala's share of
peaking deviation energvy. Tapoco receives 19.6° HW of
assured capacity, 75.0 MW of interruptible capacity and 90.0
M? of curtailable capacity.

Nantahala contributes 41.1 Avg. MW of primary energy
(adjusted) ; primary energy being defined as hydroelectric
energy which is available £from continuous pover. Tapoco
contributes 86.1 Avg. MW of primary energy (adjusted) and
82.8 Avg. MW of secondary energy (intermediate grade -
adjusted); secondary energy defined as all hydroelectric
energy other than primary enerqgy, frequently limited to that
portion of secondary energy available over a specified
percentage of tinme. The apportionment agreement by the |
company entitles ¥Nantahala to 81.1 Avg. #¥ of primary emergy
and mno secondary energy, secondary emerqgy unot considered
suitable for public utility load because of its lnconsistent
availability. Tapoco receives 81.2 Avg. MW of high grade
secondary _energy (energy associated with interruptible
capacity), #2.8 Avg, M¥ of .intermediate grade secondary
energy (energy associated with curtailahle capacity), and ne
. primary enerjy. .
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The Staff proposed alternate methods of apportionnment.
Both methods considered Nantahala and Tapoco as a combined
systen instead of separately. One alternative assumed Alcoa
as the public utility instead of Wantahala and pressnted a
zodel to demonstrate resultant savings to HNantahala's
customers in the test year. However, when income taxes were
included, this plan would have resulted in a greater cost to
Nantahala's custoners in the test year.

In the other alternative, the Staff redeterrmined the
percentage capacity contributed by each systen by
considering Wantahala and Tapoco as a combined systen
instead of separately. TIn this Staff method, the eguivalent
capability (38.7 MW) of the combined system's largest unit
vas removed by taking an equal percentage of capacity (10%)
from each system, Nantahala (84.3 MW - 8.4 M¥ = 75.9 NW) and
Tapoco (302.8 H¥ - 30,3 MH = 272.5 HNH). Another 10% of
capability was removed for spinning reserve leaving apn
apportioned contribution of assured capacity available %o
TYA of 68.3 MW for Nantahala and 245.2 MW for Tapoco. This
method determined a Nantahala contribution to the Yew
Fontana Agreement of 68.3 MW or 21.8% of the total capacity
instead of the company method of 47.7 MA or 15.2% of the
total capacity available to TVA. The Staff contended that
since TYA considers FNantahala and Tapoco as a combined
system, the Apportionment Agreement should have initially
considered the companies as a combined system instead of
separately; thereby, apportioning a larger percentage of the
assured capacity entitlements to Nantahala.

Based upon the evidence and testimony of record, the
Conmission makes the following

FINDINGS OF FACT

1. That wNantahala Power and Light Company is duly
organized as a public utility company under the laws of
Worth Carolina, holding a franchise from the Utilities
Comreission to furnish electric power in its service area in
the Western part of North Carolina under rates and charges
reqgulated by the Utilities Commission as provided in Chapter
62 of the Gemeral Statutes.

2. Nantahala supplies retail electric service to 24,000
customers located in Graham, Swain, Jackson, Macon and part.
of Chernkee Counties in WNorth carolina, serving the
principal towns of Bryson City, Sylva, Franklln, Highlands,
Andrtews and. Rohbinsville,

3. That ~Nantakala had gross investment in utility plant
in service for its North Carolira retail customers at the’
end of the test period for the 12 months ending December 31,
1971, at original cost of €40,189,697.

4. That the portion of said plant which has been
consumed by previous use recovered by depreciation expense
is $20,506,181.
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5. That HYantahala received contributions in aid of
construction of said plant from its customers of $69,605, to
be deducted from Nartahala's investment in plant.

6. That the net investment at original cost of Fantahala
plant in service under G.3. 62-133(b) (1), being original
cost less contributions in aid of construction and less the
portion consumed by previous nse recovered by depreciatien,
is $19,613,911. .

7. That the necessarcy cash working capital for
Nantahala's retail plant is $253,996, based on 45 days of
operation and maintenance expense, and the necessary
materials and supplies is $130,318 from which the Commissjon
deducts average tax accruals of 3$156,579, giving total
working capital allowance of $234,395.

8. That the working capital balance of $234,395, when
added to Nantahala's original cost of plant to include
necessary working capital, results in a total net original
cost of plant in service at the end of the test period of
$19,848,306.

9. The above original cost of said plant does not
include the construction work in progress in the amount of
$84 ,859, which is excluded pursuant to State v. Horgan, 277
NC 255 (1970) .

106. That VNantahala's revenue under present ratées on an
annualized basis for customers served at the end of test.
period for North Carolina retail service was $4,943,864.
The reasonable operating expenses of Nantahala during the
test period were $4,205,693, leaving net operating income of
$738,171, plus annualization factor for growth in custonmers
of %$15,313, producing total net operating income for return
of $753,484. .

11, 'PAIR VALUE

A. original Cost. G.S. 62~133 provides that the
Comnission shall ascertain the fair value of +the planrt in
service at the end of the test period, considering original
cost, replacement cost, and any other factors relevant to
the present fair value of the property, and following the
determination of fair value, fix a rate of return on the
fair value of the property as will enable the utility by
sound management to produce a fair profit (te Nantahala's
stockholder), "congsidering changing econopic conditions and
other factors as thev exist, to maintain its facilities and
servjce in accordance with the reasomable reguirements of

its customers in the territory covered by its franchise, and
to coppete in the market for capital funds on terns xhigh
are reasonable and which are fair to its customers and e

existing investors." G.S. 62-133

The first factor prescribed by the statute in determining
fair value, the original cost (less depreciation) of
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NRantahala®s investment in plant is not disputed. There is
no dispute as to the retail allocations of that portion of
the plant dJdevoted to Worth{Carolina retail service. The
original cost gross plant in service, as computed by bhoth
the staff and Wantahala, was found to be #40,189,697. The
depreciation allowance was audited by the Cormission Staff,
and the depreciation rates used do not require adjustments.
Depreciation reserve allocated to North Carolina retail
business amnounted to $20,506,181 and after standard
adjustments for the test period, resulted in a net
electrical plant in service of $19,683,516.

The Coanission finds the original cost depreciated of
Nantahala's electrical plant in service subject to
Comaission jurisdictior to be $19,683,516.

+ Ba Replacement_ Cost. Before entering upon a discussion
of the fair valme of Wantahala's properties, it is incumbent
upon the Commission in.light of the opinions of the Suprenme
Court and the Court of Appeals to consider, inter alia, the
replacement cost of Nantahala's property inasmuch as the
Company offered testinony regarding replacement cost.
GaSe 62-133() (N provides, in part, that replacement cost
may be determined by trending such reasonable depreciated
cost to current cost levels, or by any other reaspnable
method. The Commission interprets G.S. 62-133 (b)) (1) to
mean that "replacement cost" (or "reproduction cost newm)
envisions the reconstruction of utility plant in accordance
with nodern design and techniques and with the most up-to-
date changes in the state of the art in power supply and
distribution. . On the other hand, "reproduction costn {or
trended origimal cost as presented by Company Witness
Reilly) 1is founded upon the premise that, iF destroyed, the
plant vould be rebuilt with inefficienciés and outmoded
obsolete design included. Consequently, replacement cost
envisions a higher ' level of evidence than that of
reproduction costs alone. Accordingly, if the "replacement
cost" study of the Company in this proceeding is to be
accepted, it nmust be based upon ceasonable methodology in
order to be of conpelling and sufficient evidence of
replacement cost. Therefore, vhile the trending-of plant on
a "brick-for-brickm basis offers some evidence of
replacement cost, the various rajor plant accounts nust be
considered individually in terms of advancements in the art
and whether much nore efficiently and economically designed
plant would be constructed today instead of plant designed
and installed up to 30 or more vears earlier. The value of
replacement zost is also influenced by the condition of the
plant as judged from an adequacy of service standpoint. TIn
this case, adequacy of service was not in issue and hence no
deductions vere made in the findings of replacement cost for
reasons of inadequate service. .

The Conpany Witness Reilly offered no evidence on the
replacenent value of the plant based on the utilization of
modern designed, engineered, and constructed plant. Instead
Mr. Reilly de=termined a tremded original cost to the January
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1, 1972, price level of the Company's utility plant in
service at December 31, 1971, of $125,290, 959. 8r. Reilly
stated that he determined the accrued depreciation
applicable to trended original cost in accordance with the
straight line method applied on a group plant after
estimating the average service 1life of each group. He
estimated the accrued depreciation applicable to the trended
original cost at $47,479,095, yielding a trended original
cost, less depreciation, of the Company's electric plant in
service at Decenmher 31, 1971, of $77,811,684.

The trended original cost study by Witness Reilly for the
aoplicant  has sevaral deficiencies wvhich mke it
unacceptable as a complete and reasonable methoil for
determining replacement cost. Mr. Reilly testified that he
deterunined by physical field inspection of the major
corponents of the Company plant a percent allowance for age
and condition, and did npot consider the actual accrueq
depreciation on the Company's books. This percent allowance
for age aml condition was then nmultiplied by trended book
cost to produce what Mr. Reilly called the "Trended Original
Cost Less Depreciation™ is higher than would have resulted
had ¥r. BReilly considered the depreciation expense actually
recaovered hy the Company. Had Mr. Reilly used the actual
depreciation revenue ratio accrued by the Company on its
books 1in depreciating his "trended original cost?, the
results should have shown a trended original cost,
depreciated, of $48,439,372 for Hydraulic Production Plant,
$3,759,516 for Transmission Plant, $7,389,882 for
Distribution Plant, $184,047 for General Plant, and $38,B864
for Intangible Plant or a total trended origimal cost
depreciated for electric plant in service subdjest to
Commission Jurisdiction of $59,811,680. The Commission
finds that Mr. Reilly's methods and results are unreasonable
in that the methods employed do not include an appropriate
reserve depreciation ratio.

Furthernore, the witness, in computing the trended
original cost of the properties and subtracting from the
figure, thus derived, an allowance Ffor no element of
depreciation, save for pkysical wear and tear, has ohviously
left out the major factor of obsolescence. Ih regard to the
obsolescence factor, #r. Reillvy stated " that no private
utilities are %twuoilding hydroelectric plants at the present
dye to construction costs increasing more thanm U400 percent
in the opast 30 years. In view of this and the previously
stated fact that the Commission considers the replacement
cost more than just a "brick-for-brick® reproduction cost,
the Commission finds insufficient evidence to determine a
teplacenent cost of the hydraulic production plant diEferent
from the original cost depreciated of $13,187,805.

¥n view of Staff Witness Clapp's testimony regacding the
adequacy of service and the reasonableness of engineering
design and construction, the Comnission finds the trended
original cost depreciated, for transmi ssion plant,
$3,759,516: distribation plant, $7,389,882: general plant,
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$184,047 and intangible piant, $38,864 to be acceptable
estimates of the replacement costs of these respective
plants. ' ‘ N :

The Commission £inds the replacement cost of Mantahala's
electrical plant in  service subject to Comnission
jurisdiction to be $2H.560,11ﬂ.

C. Fair Value, That the Commission finds that the fair
value of Wantahala's retail property used and useful in
providing the service rendered to the public within Worth
Carolina, considering the reasonable original cost of - the
property, less that portion of "the cost which has been
consumed by previous use recovered by depreciation expense,
and considering the replacement cost of said property and
considering the condition of the property and the outnoded
design of some of the older plant, and considering that a
sebstantial amount of said plant was added during the 12
months of the test period, i.e., %991,199, the Commission
finds that the fair value of said plant should be derived
from giving +two-thirds weighting to original cost and one-
third weighting to replacement cost, and the Commission
finds that the fair value of ¢the said plant devoted tg
retail service in Worth Carolina is $271,305,049.

12, That the actual investment currently consured by
actual depreciation during the test period was $914,289.

13. That the net operating income for raturn at the end
of the test period was $753,484, and produced a ratio of net
income to net investment plus working capital of 3.B% and a
rate of return on equity per the company's hooks of 3,25%, a
rate of return on a proformed capital structure of 2.83% and
.a rate of return on the fair value of Wantakala's property
in sgervice of 2.93% and such rate of return is found to bhe
insufficient to provide a fair rate of return, and is found
to be 1insufficient to provide a fair profit to Nantahala
stockholders under G.5. 62-133(b) (4), considering changing
economic conditions, and is insufficient to allov Nantahala
to compete in the warket for capital funds on terams - which
are reasonable and fair to its customers and its existing
investors.

14, That the rate increases applied for produce a rate of
return on the fair value of Nantahala property of 5.10%,
wvhich the Commission finds is sufficient, and not unjust or
unreasonable, taking into consideration the corporate
relationships between Nantahala and its parent corporation
ARlcoa, and its corporate structure of 100% equity financing,
without any deht capital, with sounl management, to produce
a fair profit for Nantahala's sole stockholder Alcoa, to
maintain its facilities and service in accordance with the
standards set by the Commission for WNorth Carolina retail
service and to continue the present methods of operation and
expansion on terms which are reasonable and vhkich are fair
to the company's customers and its sole stockholder under
the corporate relationships as they exist; and said rate of
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return ¥ill require rate increases of 15% in retail rates,
plus the increase in reconnection charges, to preduce
$734,565 of additional gross revenue from North carolina
retail service and will provide a return on eguity to the
- sole stockholder Alcoa of 4.96% on fair value equity, based
on the present capital structure of 100% equity (plus
interest free capital from deferred income taxes and
deferred investment tar credits) and requires an increase of
15% over the rates of all metered retail customers in effect
at the time of the hearing. The increment of fair value of
plant in excess of origiral cost has been added to the
capital structure for the above return. A capital structure
of 100% equity is not reasonable for a public utility, but a
proforued capital structure would not change the results in
this case. Any future rate studies of Nantahala will
include proformed reasonable capital structure, as Bantahala
has the option of using the leverage of debt capital to
improve its return on equity, and future returns will
include adjustments for such capital structure.

CONCLUSIORS

The Application of Wantahala in this proceeding seeks a
15% across-the-board increase to produce . $734,565 of
additional amnmmal revenue from its customers at the end of
the test period on an annualized basis. Based upon the
Findings of Pact above, the Commission finds and conclundes
that the total amount applied for is needed to produce a
Just and reasonable return for the company. The following
tables, based upon the Findings of Fact, show  the
calculations for the £$734,565 additional revenue found to be
necessary, just and reascnable from the records im this
proceeding:



NANTAHALA POWER AND LIGHT COMPANY

STATEMENT OF RETURH
NORTH CAROLINA RETAIL

PRESENT

RATES
Gross Operating Revenne
Sales of Electricity $ 4,89],035
Other operating revenue _52,829
TOTAL OPERATING REVENUES $ 4,983,864
Operating Revenue DPedunctions :
Purchased Pover 4¢1, 308
Other OEM Expenses 2,03],960
Depreciation and Amortization 914,289
Taxes Other Than Incone 643,763
Income Taxes-State 25,790
Incone Taxes-Federal 218,614
Income Taxes—-peferred {49, 975)
Investasent Tax Credit -
Rormalization . 15,268
Investment Tax Credit
Anortization - 15,314}
TOTAL OPERATING REVENUER .
DEDTUCTIORS 4, 205, 693
Net Operating Income ~ 738, (71
Add: Anndalization Factor
1.031963 ' 15,313
Net Operating Income for Return " 753,484
Investment in Electric Plant_in
Service 40, 189, 697

$
$

TINCREARSE
APPROVED

733,655
910
734,565

44,043
41,083
341,564

397,038

337,527

317,527

AFTER

$ 5,624,690
53,739
$ 5,678, 429

411,308
2,03], 960
944,289
687,806
67, 2|1
530, |78
(19, 975)

1S, 268

S P T LY
4,602,731
1,075,698
— 15,313
1,091,014

40,189,697

i -Dh4

ILIDIEEOTT



RANTAHALA POWER AND LIGHT COMPANY

STATEMENT OF RETURN
HORBTH CAROLIKA RETAIXIL

Less_Reserves_and Contributions ]
Accunulated Provision for o
Depreciation 20, 506, 181}

Contributions in Aid of
Construction _69,605
TOTAL RESERVES AND
CONTRIBUTIONS 20, 575, 786
Wet Investment in Electric
Plant in Service 19,613,911
BPlus Allowance for Working Capital
Materials and Supplies 130,38
Cash. 253,99
Less: Average Customer Deposits 4]
Average Tax Accurals - 156,579
TOTAL ALLOWANCE FOR WOBKTING
CAPITAL 234,395

Vet Investment jin electric plant
in Service plus

Allowance for Working Capital 19,848,306
Ratio of Net Income to Net
Investment plus working Capital 3.80%

Fair value Net Plant in Service

Less: Contributions in Aid of Construction
Fair value of Plant in Service

Plus Allgwance for Working Capital

Fair value Rate Base

Rate of Return

65,166
{65, 166)

Pre
821,

sent Rates
309,089
__69,605
2I,239 uuu
234,395
$2),473,839
3.51%

20,506, 18}
69,605

290,575,786
19,613,911

130,318
253, 996

0
———22],745

169,229

19,783, |40
5.51%

Apporoved Rates
$21,309,089
_____69,605
21 7239, 4010
169,229
$2},408,673

" 5.10%

SILVH

soe



N. C. RETAIL CAPITAL STRUCTURE,

Anount
Long-Term Debt
Prefaerred Stock
Interest Free Capital 5,070,624

Conmon Equity 15,032,332
TOTAL ]
CAPITALIZATION 20,102,956

*Not Including ({ 55% Debt
Interest ( 35% Equity

Present

% Interest

25,22
T4.28

{ 00.00

Pree Capital { 10% Preferred Stock

STATEMENT OF RETURN ON EQUITY

HORTH CAROLI¥A RETAIL ONLY

90T

BOOK EQUITY

Pro_Formed®

Amount % Interest
8,267,783 41.13 506, 816
1,503,233 T.u8 92,148

5,070,620 25.22
5,261,316 26.17

20,102,956 _.]00.00 598,960

ELIDIEEO3Td

Present
Rates Increase Granted
Fair value Fair Vvalue
Present Equity Egaity

Het Operating Income for Return 494,400 494,400 a3| ,927
Het Other Incone {5,770) (5.770) {5,770)
Aaount Available for Fixed Charges 488,630 588,630 826,157
Interest Charges
Preferred Dividends
Amount Available for Common Equity
Conmon Equity 15,032,332 16,657,865 {6,657, 865
Return on Common Equity 3.25% 2.93% 4.96%
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The Comaission concludes that the total 15% increase
applied for is necessary to maintain Rantahala's facilities
and service in accordance with the reasonable requirements
of its customers in North Carelina, and to provide a fair
rate of veturn to Nantahala on the fair value of its
properties used and useful on its property in North
Carolina.

That the earnings of ©Nantahala during the test periogd
under the present rates are insufficient to provide adeguate
service and to compete in the market for additional capital -
for expansion of service, and to provide a fair return on
the investment of its stockholder.

T he Commission has authority over the ©YNew Fontana
Agreement and Tapoco, Nantahala, Alcoa and  their
intercorporate structaure as they relate to pover supply,
power availability, pover costs, and consequently, rates of
Nantahala Power and Light Company.

The Apportionment Agreement may be detrimental to
¥antahala Pover and Light Company. The Conmmission concludes
that the sStaff's alternative apportionment method in which
the Staff redetermines the contributions of each system “by
considering WNantahala and Tapoco as a combined system is
more equitable +than the company method which initially
considers them separately. However, dte to the low rate of
teturn requestel by the Company, the relatively rinor effect
of the revised proportioning by the Staff and a lack of
complete data in the evidence on record, the conrission
terporarily accepts the Conpany method of apportionment. Tn
any related future hearing, the Commission will order its
staff to thoroughly investigate, examine and aundit (1) the
inter-corporate relatiomship betweer Alcoa, Tapoco and
¥antahala; (2) all contracts in effect between Alcoa, Tapoca
and Wantahala; and (3) the new Fontana Agreement and the
apportionment of power thereunder, to and between Tapoco and
Nantahala; and the Commission will carefully vweigh and
consider all of these matters and circumstances as they may
affect or have any bearing upon Nantahala's operating cost
anilfor its rTates charged or proposed to be charged to its
cistomers.

Also with regqgard to powver supply, the Comrmission takes
notice of the fact that the new Fontana Agreement is
scheduled to expire in 1982 and, therefore, is concerned
that an adequate power supply be available in the future.
In that connection, the Comnission concludes that Nantahala
should furnish pover supply plans for future requirements up
to 20 years, including any alterpatives being considered as
oppesed to dependence on the Tennessee Valley Authority for
generatior supply.

PRICE COMMISSION

The Otilities Commission has adopted rules and regulations
to recognize the criteria for:  price regulation under the
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Hational Economic Stabilization Act as a certificated
regulatory Copmission under the rules of the Federal Price
Commission, 6 Code of Federal Regulations, §300.16a, and has
published its rules and regqulations pursuant thereto in
Chapter 13 of the Utility Connission's BRules and
Regulations. The criteria and ypolicies of the Price
Commission, as adopted in said Chapter 13 of the Utility
commission's Rules, have been considered by the Commission,
and the Comnission finds as follows:

1. The increases approved in this proceeding are cost-
Justified and do not contain any E£uture inflationary
expectations, Bach of the expenses found reasonable in this
proceading is an actual expense in effect at the tim2 of the
hearing in this proceeding and none are based on predictions
of any future increases in inflation.

2. The increase is the minimum required to assure
continved, adequate and sSafe service or to provide for
necessary expansion to meet future requirements. The needed
additions to the Nanptahala plant reguire substantial
additional capital investment, and without the increases
approved here, the Ccneission £inds that Nantahala could not
coEpete -in the capital market for necessary fumds for such
necessary improvements. .

3. The increase will achieve the minimum rate of return
needed to attract capital at reasonable cost and not to
impair “the credit of Wantahala.. The evidence is cléar that
the 4.96% rate of return on fair value equity of Bantahala
is essential under present econonic conditions as a fair
return on equity.

4. The increase does not reflect labor cost in excess of
those allowed by the Federal Price Commission policies.

5. The increases take into account the expected and
ottainable productivity gains as determined under Price
Comnission policies, by means of setting them off against
vage increases, in that the Qrder does not allow for any
increases in wages after the hearing on June 6, 1972, and
the future wage increases in the annual wage contract, but
not allowed as expenses for the test period, will absorh
estimated productivity gains.

The nethod utilized by the Comrission in this hearing of a
firm test pericd, with no adjustment for future increases in
expenses, and adjusting only for known changes in expenses
and revenues has, in effect, nea sured the actual
productivity gaims which have heen achieved by the conpany
in the test period fixed in this proceeding.

6. The procedures of the Otilities Commission provide
for reasonable opportunity for participation by all
interested persons or their representatives in this
proceeding, and due public notice was given of the hearing,
and all parties who requested to be heard either as formal
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parties of record or +through presentation of public
statements were admitted to the proceeding.

IT IS, THEREFORE, ORDERED RS FOLLOHS:

1. That effective with all service rendered on and after
November 1, 1972, and all bills rendered on and after
December 1, 1972, the applicant Nantahala Power and Light
Coanpany is authorized and permitted to put into effect
increased rates and charges for an across-the-board flat
rate increase on all metered customers of the company in the
amount of 15% on all emetered rates of the company, including
all components of each rate schedule so that the total
monthly bill to each metered customer will be a 15%
increase, such increase in rate schedules to produce no rore
than the total annualized additiomal revenue as of the end
of the test period of $733,655; and anended schedules * of
rates and charges will bhe filed with the Coarission by
Hovember 1, 1972, reflecting such 15% increase.

2. That effective on and after November 1, 1972,
Hantakala 1is authorized to increase the chatge for
restoration. of service from $5.00 ¢to 3$5.75, to produce
£910.00 of additional annual revenue.

3. That the increase applied <for in the deposit for
temporary service, from $25.00 to $28.75, is hereby denied.

gy, That Alcoa 1is ordered and directed to eliminate the
botton four blocks of the energy charge in Rate Schedule PL
so that the bottoer block of Rate Schedule PL would becone
4,3 nills per kilowatt hour, and to strike out the bottanm
block of the Rate Schedule LC, and to substitute in its
place a hottom block energy charge in Rate Schedule LC of
3.25 mills per kilowatt hour.

5. That Nantakala shall begin implementing the various
programs presented in testimony of Witness Clapp on page 6
herein for continued adeguate operations in its service area
and shall report to the Commission on March 15, 1973, its
progress in implementing said progran.

6. That Nantahala shall furnish pover supply plans for
future requirements up to 20 years, including any
alternatives being considered as opposed to dependence on
the Tennessee Valley Authority for gemeratiom supply.

ISSUED BY ORDER QF THE COMMISSION.
This 30th day of October, 1972.
NORTH CAROLINA OTILITIES COMMISSION

thherine M. Peele, Chief Clerk
(SEAL)
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DOCKET ®¥O0. E-13, SUB 20
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Wantahala Power anrd ). ORDER
Light Company for Authority to ) CORRECTING
Adjust and Increase its Flectric )} OMISSION OF
Rates and Charges ) UNMETERED RATES

BY THE COMMISSIOK: In the Order of the Commission entered
herein on C¢ctober 30, 1972, allowing the rate increases
applied for, the Commission, in ordering paragraph Ho. 1 on
page 26 of said Order, authorized the rates to go into
effect on all metered customers of the applicant Nantahala
Pover and Light Company (hereinafter called ©“NANTAHALA™ .,
without making any reference to Nantahala's two unmetered
rates, Schednle YL, Yard Lighting Service, and Schedule ST,
Street Lighting and Traffic Signal Rate.

The Application filed herein, and the evidence offered,
supported a uniform 15% across—the-board flat rate increase
on all customers. The approved increase in gross revenue of
$734,565 includes revenue from a 15% increase on said
unnetered Schedules YL and SL, along with all metered rate
schedules. The Conmission finding that the failure to
include pnetered vrates in the OQrder of october 30, 1972,
allowing an increase of 15% on all netered customers vithout
reference to unmetered customers was due to an 1nadvettence,
and should be corrected,

‘IT IS, THEREVORE, ORDERED that the Comnission order
entered herein on October 30, 1972, determining the rates of
the applicant is hereby amended by striking out the phrase
appearing in lines 2, 3, 4, 5, and 6 of ordering paragraph 1
on page 26 of said Qrder, as followvs:

". .+ <the applicant Nantahala Power and Light Company is
authorized and permitted to put into effect increased
rates and charges for an across-the-board flat rate
inccrease on all metered customers of the company in the
amount of 15% on all metered rates of the company. - .7

and by inserting in lieu thereof the following:

". . .the applicant Nantahala Power and Light Company is
aunthorized and permitted to put into effect increased
rates amd charges for an across-the-board flat rate
increase on all petered and unmetered customers of the
company in the amount of 15% on all metered and unmetered
rates of the‘coapany,. . .7

ISSUED BY ORDER OF THE CONMISSION.
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This Tth day of Nowvember, 1972.

NORTH CAROLINA UTILITIES COHMISSIOR
Katherine M. Peele, Chief Clerk
(SEAIL)

DOCKET RO. E-34, SUB &
BEFORE THE NRORTH CAROLINA UTILITIES COMMISSION -

: In the Matter of

Application of Appalachian State )

University, t/a Rew River Light ) ORDER APPROVING

and Power Company, for an Adjustment ) INCREASES IN RATES
in its Rates and Charges ) - ARD CHARGES

HEARD IN: ~ The. Commission Hearing Roon, Ruffin Building,
Raleigh, Korth Carolima, on Hovember 21, 1972

BEFORE: Chairnman Marvin . Ra Yooten, Presiding,
Comnnissioners John W. HcDevitt, Miles H. Rhyne
and Hugh A. Wells

'APPEARANCES
For the Applicant:

John H. Bingham
Attorney at Law )
P. 0., Box 375, Boone, Horth Carolina 28607

" Por the Commission Staff:

Maurice W. Horne

Assistant Compission Attorney
Ruffin Building

Raleigh, North Carolima 27602

No Protestants.

BY THE COMMISSION: Pursuant <to the provisions of
GeS. . 116=-45 (5) {c) on MHay 24, 1972, Apralachian State
- Oniversity, t/a Hew River Light and Power Conpany
(hereinafter referred to as "Nev River™), at 227 East FKing
Street, Boone, North. Carolina 28607, filed an application
seeking authority to increase its electric rates and charges
to regidential and coamercial customers in its service area
to recover increases in the wholesale price of electric
pover purchased £from its supplier, Blue Ridge Electric-
Menbership Corporation (hereinafter referred to as ™Blue
Ridgen), Blue Ridge purchases its electric power
requirements from Duke Power Company, including power for
resale to Wew River.

In accordance with a f£iling with the Pederal Power
Connission (Docket Ro. .E~-7720), Duke Power Company has
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incréased its rates to Blue Ridge through the application of
a fuel adjustment clause in Duke Power Conpany's charges
approved‘coniitionally by the Federal Power Commission which
is presently subject to refund prOVLSlons in the event same
is not finally approved.

The application of New River herein seeks to increase its
rates and charges in the form of a monthly purchased pover
adjustment surcharge on each customer billing computed
according to individuwal customer usage of energy on a
kilowatt-hour basis, The additional cost per kilowatt-hour
is proposed to be equal to the increased cost of vholesale
energy per kilowatt-hour froa WNew River's supplier, Blue
Ridge, adjusted to include the cost of energy losses in New
River's electrical distribution system.

On June 27, 1972, the Commission authorized ¥ew River to
increase its rates in accordance with the increases in
vholesale energy cost to it pursuvant to Wew River's resquest,
treated as an undertaking, +thereby making such increases
subject ¢to refund if the same vere not finally approved by
the Conmission. -The Commission's Order of June 27, 1972,
further set this matter for investigation and hearing on
November 21, 1972, and required New River to publish the
notice of hearing to the public attached to the order.

Oon November 2, 1972, the . Commission entered aﬂ Order
extending tinme for filing of Commission Staff testimony.

The wmatter was called for hearing at the time and place
kereinabove captioned. No one appeared at the hearing to
protest the application, . )

SUNMARY OF EVIDENWCE

Mr. Ned R. Trivette, Vice Chancellor for Business Affairs
of Appalachian State University, testified in support of the
application. He testified with respect to the historical
beginning of electric power service by Wew River in 1915 and
indicated that <the profits of ¥ew River go to an endowment
fund for the purpose of providing scholarships for students
in the area.

Mr. Grant Ayers, Director of Utility Support Services at
Appalachian . State OUniversity, testified to his
responsibility as director of the overall operations of New
River, and indicated that he anticipated the cost of capital
improvements for New River over the next ten years to be
approximately %$890,553 based upom the anticipated customer
grovth referred to in the testimony of Nr. Lisk. BEe further
testified that Blue Ridge bills New River for its powver
purchases on a monthly basis. He stated that no capital
credits have been issged from Blme Ridge to Fev River since
1967 which was a payment on 1957 credits.

fr. Ray D. C&hn, Vice President of Southeastern Consulting
Engineers, Inc,, testified that his firm had been retained
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as a coasultant for WNWew River in matters concerning its
electric distribution system- since 1961. He testified that
the proposed "loss adder” would be computed by dividing the
kilowatt~hours sold (vhich would be determined by neter
readings) by the kilowatt-hours purchased (representing the
amount purchased by Wew River from Blue Ridge) and that
under the proposal in this case, the 1losses would be
computed in determining.the cost to Hew River's customers
which would be occasioned by wholesale increases from Blue
Ridge. He testified that New River had requested special
consideration in the system mnethod of determining loss
factors assessed by Blue Ridge, but that such consideration
was denied for the reason that Blue Ridge indicated it could
not charge saparate losses to each of its customers and that
the loss factor is, therefore, the same throanghout its
system. He indicated that the capital credits or Ypatronage
dividends® represent amounts paid for service to Blue Ridge
in excess of its operating costs and expenses for providing
sarvice and such amounts are furnished as capital to Blue
Ridge. He <£further testified such capital credits are
credited to the account of each patron of Blue Ridge and
each patron is notified each. year of the amount of the
credit but that no capital may be rastired by Blue Ridge
unless after the proposed retirement, Blue Ridge's capital
shall equal at 1least 40% of its tatal assets. Be further
stated that Blue Ridge had indicated to New River that such
40% equity condition would occur in approximately ten years.
Mr. Cohn testified that Nev River has no control over such
capital credits amd no firm assurance that they will ever be
converted into cash income. With respect to pricing for
electric service, Hr. Cohn testified that there 1is
approximately a 31% markup because Blue BRidge bills Few
River essentially as if it were an industrial customer.

¥r. J. Carrell Brookshire, Director of Audits and Systeas
for Appalachian State University, testified regarding his
audit of the books and records of New River. His exhibits
reflect various rates of return including and excluding
adjustrents for capital credits., He stated that the capital
¢redits vere recorded on the hooks of Wew River as a
reduction in the cost of purchased power with an increase in
the investment in Blue Ridge. He stated that he had
computed the increases from Blue Ridge by using a billing
period of august 15, 1972, to September 15, 1972, arriving
at an apount of $6,869.09, and then multiplying such amount
by 12 in ordet to relate the , increased cost of purchased
pover to the test period in this proceeding. He further
indicated, however, that he did@ not regard +this mnonth's
billing as an average month inasmuck as the subsequent
billing from September 15 to October 15, 1972, resulted in
increases of $957.53 over the previcus month. He indicated
that the books and records of Wew River are sufficient to
accormodate refunds in the event the Federal Power
Commission ware to disallov the fuel clanse application of
Duke Power and further indicated that New River could report
monthly the increases in additional wholesale cost to it.
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yr. Richard H. lisk, Superintendent of Hew River,
testified that Nev River anticipates a contintned growth over
the next ten-year period of approXximately 12% to 15¥ per
year in the number of its custoners.

The Conmission staff offered evidence <through the
testimony of Paul B. Goforth, Staff Accountant, and George
H., Duckwall, Utilities Engineer.

fr. Goforth testified regarding the nature and extent of
the Comnission Staff's audit based upon the 12-montk period
ending June 30, 1972, W®ith respect to Schedule 1, Columns 3
and 5, representing accounting adjustments before and after
the increases in purchased power, Hr. Goforth testified that
as long as thé increases in purchased pover are offset by
increases in revenues, the rate of return reflected in
Columns 3 and 5 would remain essentially the sane.

Hr, bDuckvall testified +that ¢the frel cost adjustment
allowed by the Federal Pover .Conmission to Duke Power
Company varies £from month. to month depending upon Duke's
cost of fossil fuel, BTU's of fossil fuel burned and total
system KHH sales., He stated it vas expected that the fuel
ad justment vill continue to decrease as Duke generates more
energy by nuclear powver, ¢thereby lessening the impact of
fossil fuel and reducing the fuel adjustment. He testified
that- any benefits derived frorm beke's nuclear generatiom
should be passed on to New River's customers and that same
conld best be Adone by the use of a nonthly fuel cost
adjustnent applied to each customer's K¥H consumption. .

At the conclusion of the hearing, counsel for the parties
waived the filing of briefs and the .matter was taken under
advisement by the Coanmission.

Based upon the entire record of this proceeding, and with
judicial notice taken of the last Tate proceeding by New
River in Tocket Ho. E-34, Sub 2, the Commission makes the
following

PINDINGS OF FACT

{1) Hew River Light and Power Company is a business
enterprise of Appalachian State University and is subject to’
the Jurisdiction of this Conmission for the purpose of
fixing its tates and charges pursuant to the provisions of
G.S. 116-86(5) (c} -

{2) HNew BRiver has published appropriate notice of its
.application to its custonpers. ‘

(3) New HRiver has experienced variable. increases in
wholesale costs of energy purchased from its supplier, Blue
‘Ridge Electric Membership Corporation, following wholesale
increases in the cost of Blue Ridge's energy purchases €from
Duke Power Company pursunant to a fuel adjustment clause
approved by the Federal Power Coorission, vwhich have the
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effect of increasing WNew River's operating expenses on a
variable month-to-month basis. The cost of purchased power
wvas 4increased on August 15 to September 15, 1972, by
approximately $6,869, and from September 15 to October 15,
1972, by approximately $7,827.

(4) The figures reflected on the audits of New River and
the Conomission Staff reflect only ninor differences im the
treatment of the annuwalizing factor for customer grovth
during the test period and the treatment of pole accounts
and reconnect fees. Both audits reflect separate
consideration and treatunent of capital credits or "patronage
dividends™ as adjustments against the cost of purchased
pover and without such aljustments.

{5) The fuel adjustment clause authorized by the Pederal
Power Conmmission will result in Duke's charges to Blue Ridge
and in turn, Blue Ridge's charges to NWew River, varying omn a
month-to-month basis depending on Duke's cost of fuel, It
is +to be reasonably expected that the fuel adjustment will
continue to decrease in the future as Duke Power Conmpany
generates more energy by nuclear power.

{6) To reguire New River to absorb the variable increases
in wvholesale energy costs inposed upon it by its supplier,
Blue Ridge, would result in New River being required to
operate at a rate of return that would be less than just,
reascnable or sufficient for Wew River's utility operations.
Inasmuch as New River purchases all the power it sells from
Blue Ridge, to allow revenues sufficient to offset the
increased cost of purchased power would not materially
affect the rate of return but would essentially stabilize
Nev River's utility operations.

{7) HNew River has a net investment in its utility plant,
including an allowance for working capital, of approximately
$1,879,648.

Based upon the foregoing Findings of Fact, the Commission
pakes the following

CONCLUSIONS

The Commission c¢oncludes that to require Fev River to
absorb the increases in wholesale enargy costs imposed upon
it by its supplier, Blue Ridge, would result in requiring
New River to operate at a rate of return that is less than
jast and reasonable.

The Conmission is not herein establishing or approving a
rate of returr for HNew River. The Conzission Staff's
testimony in this case indicates that .as Duke Power Company
generates more energy by naclear power (with some mwmits to
come on the line in 1973) the ippact of the cost of Fossil
fuel to Duke is lessened, +thereby reducing the fuel
adjustment over a period of tinme,



216 ELECTRICITY

In the event the Comnission were to attempt to set a rate
of return to cover the increases in wholesale cost to New
River, thers would be a continning and predictable erosion
of such rate of return, beyond that sometimes experienced in
usual utility operations, inasmnch as the cost of vholesale
pover to Rew River varies on a month-to-month basis.
Therefore, a fixed rate of return would eventually be
adverse to Rew River's customers in the future. A rate of
return fixed too high in this proceeding would result in an
adverse impact on New River's present customers. UNevw River
does net have recourse to management control over methods
and econonmics involving the production of energy and,
therefore, 1is urable to implement decreases in its enexgy
costs by its ovn action. New River must pay the wholesale
increases passed on to it by Blue Ridge since New River does
not generate its own energy. Accordingly, weighing the
interest of WHew River and its custoners, the Commission
concludes that the post reasonable disposition of this
proceeding is to authorize Wew River to file a surcharge
tariff for charges on each customer's billing conputed
according to each customer's usage of energy on a kilowatt-
hour basis with adjustments to include the cost of energy
losses in HWew River's electrical distribution system. The
Compmission concludes that such asthorization is essential to
permit WNew River to maintain its facilities and services in
accordance with the reasonable reguirements of its customers
and to reasonably meet its income requirements and to
maintain and improve service to its customers.

In the event that the Pederal Power Conmission does not
finally approve the application of Duke Power Company for a
fuel cost adjustment, the Commission is of the opinion that
any refunds received by New River should be passed on to its
customers by reductions in its charges at the time of the
occurrence of any such refunds.

The Conmission is of the opinion that Hew River and Blue
BRidge should enter upon discussions as to the possibility of
Blme Ridge's billing New BRiver in some manner other than
that of an -industrial customer.

IT IS, THEREFORE, ORDERED as follows:

{1) That +the application of ¥WNew River to increase its
rates and charges in the form of a surcharge for all classes
of service as filed by New River in this docket, be, and the
same hereby is, approved as being just and reasonable.

(2) That approval of Wew River's surcharge has the effect
of satisfying the conditions of the undertaking filed by New
River, and therefore, no refunds will be necessary under the
provisions of the undertaking.unless a reduction in charges
for wholesale energy cccurs as a result of the Federal Power
Conpission's £final decision in FPC Docket ¥o. E-7720
relating to Duke Power Company's fuel adjustment clause and
Blue Ridge, subsequently, reduces its charges to WNew BRiver
for wholesale energy. In such case, refunds shall be pade
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as required by G6.S5. 62-135(¢) and Neow River shall
immediately notify the Conmission of any such reductions.
In the event the Federal Power Conmmission disallows Duke
Pover Company's application Wew River shall inmmediately
begin charging its customers the base rate as herstofore
established in Docket Wo. E-34, Sub 2, and shall imméediately
notify the Commission.

(3) That VWew River shall immediately £ile an appropriate
sercharge tariff.

(4) That New River is herewith required to commence
£iling on a monthly basis a verified written report of
vholesale increases accompanied by an explanation of the
manner by which New River has computed its energy 1losses
resulting from its electrical distribution system along with
the details of such computation. The Report shall state the
amount of increases in Nev River's retail charges to its
customers.

ISSUED BY ORDER OF THE COMMISSION.
This 12th day of December, 1972.
NORTH CAROLINA UTILITIES COMMISSION
Katherine H. Peele, Chief Clerk
{SEAL)
DOCKET NO. E-19, SUB 15
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Roselle Lighting ) ORDZR APPROVING

Company, Inc., for TIncrease in ) THCREASES IN RATES
Rates and Charges ) AND CHARGES
HEARD IN: The Commission Hearing Room, Ruffin Building,

Raleigh, Worth Carolina, onr November 22, 1972

BEFORE: Chairman Marvin R. Wooten, Presiding,
Commnissioners John W. McDevitt, Miles H. Rhyne
and Hugh A. Wells

* APPEARANCES:

For the Applicant:
W. T. Shuford
Attorney at lLaw

205 Wachovia Bank Bldg.
Salisbury, North Carolina 287144
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For the Commission Staff:

Maurice ¥. Horne

Assistant Comeission Attorney
Ruffin Building

Raleigh, North Carolina 27602

No Protestants.

BY THE COMMISSION: On June 23, 1972, Roselle Lighting
Company, Inc. (hereinafter referred to as "Roselle"), filed
an application with the Conmmission seeking authority to
increase its electric rates and charges to residential and
commercial customers inmn its service area through the
application of a surcharge to recover Aincreases in the
wholesale price of ' electric power purchased from its
supplier, the Town of Landis, who in turn received the same
increase from Duke Power Company, its supplier, in
accordance with a filing before the Federal Powver Commission
by Duke Pover Company (Docket Ho. BE-7720). Duke Power
Company's increased wholesale charges have been approved
conditionally by the Federal Power Comrission through the
application of a fuel adjustment clause and are presently
subject to refund provisions in the event the application is
not fimally approved.

Through its application herein, Roselle seeks to increase
its rates in +the form of a monthly purchased power
adjustment surcharge on each customer bhilling computed
according to individual customer asage of energy onm a
kilowatt-hour basis, adjusted to include the cost of energy
losses in Roselle's electrical distribution system.

On July 10, 1972, the Commission authorized Roselle to
increase its rates in accordance with +the increases in
wholesale energy costs to it pursuant to Roselle's request,
treated as an undertaking, thereby making such increases
sabject to refund if the same were not f£inally approved by
the Commission. The Comeission's Order of July 10, 1972,
further set +this matter for investigation and hearing on
Novenber 22, 1972, and required Roselle to publish the
notice to the public attached to the oOrder.

The matter was called for hearing at the time and place
hereinabove captioned. No one appeared at the hearing to
protest the application.

SUMMARY OF EVIDENCE

Mr. Robert E. Alexander, Secretary and General Harager of
Roselle, testified generally with respect to the operations
of Roselle and with respect to the quality of Roselle's
service. He testified that Roselle 4id not pay dividends
for the year 1971 and did not pay amy director's fees for
the year 1971 for the reason that Roselle 4did not have
sufficient working capital, although the company had done =o
in prior years.
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Mr. Chester D. Zum Brunnen, a Certified Public Accountant,
testified that he .has been doing accounting work for Roselle
since 1948. He testified with. respect to the audit of
Roselle's books and records f£filed with  his prepared
testinony. He stated that he had computed the increased
cost of purchased power based upon a bill .dated October 20,
1972, amounting:. ¢to $3,087.81. Be stated that his
computation reflected comnsideration of Roselle's 1line loss
factor and the gross receipts tax.

The Comnmission Staff ordered evidence <through the
testimony of Danny B. Jones, Statf Accountant, and George M,
Dackwall, Utilities Engineer.

Mr. Jones testified regarding the nature and extent of the
Commission Staff's audit based upon the 12-month period
ending December 31, 19271, #ith respect to Schedale 1,
Columns 3 -and 5, representing accounting adjustments before
and after: the increases in purchased power, HNr. Jones
‘testified that as long as the increases in purchased pover
are offset by increases in:' revenue, the rate of return
reflected in Columns 3 and 5 would remain essentially the
same.

Mr. Duckwall- - testified that the fuel® cost adjustment
alloved by the Federal Power Conmission to Duke Power
Company varies from month to month depending upon Puke's
cost of fossil fuel, BTU's of fossil fuel burned, and total
syster EWR sales., He stated that it vas expected that the
fuel adjustment will continue to decrease as Duke generates
more energy by nuclear power, thereby lessening the impact
of fossil fuel and reducing the fuel adjustoent. He
testified that any benefits derived from.Duke's nuclear
generation should be passed on to Roselle's customers and
that same could best be done by the use of a monthly fuel
cost adjustment applied to each customer's K¥1 consumption.

At the conclusion of the hearing, codnsel for the parties
vaived the filing of hriefs and the matter was +taken under
advisement by the Commission. .

Based upon the entire record of this proceeding and with
Judicial notice taken of the last rate proceeding by Roselle
in Docket No. EB-19, Sub 13, the cCcomnission pakes the
following

FINDINGS OQF FACT

{1) Roselle Lighting Company, Inc., is 'a duly franchised
and operating public utility under the laws of the State of
Horth carolina and is subject ‘to jurisdiction of this
Comnission for the purpose of fixing rates and charges.,

(2) Roselle has published appropriate notice of its
application to its -customers.
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{3) Roselle has experienced variable increases in
wholesale costs of energy purchased from.its supplier, the
Town of Landis, following wholesale increases in the cost of
the Town of Landis' energy purchases from Duke Power Company
pursuant to a fuyel adjustment clause approved by the Federal
Pover Commission, vwhich has the effect of  increasing
Roselle's operating expenses on a variable month-to-nonth
basis. -

{4) The figures vreflected on the audits by Roselle and
the Commission Staff reflect only minor differences in the
anounts projected for increases of purchased povwer and the
Staff audit reflects adjustments for rate case expenses and
materials ard supplies.

{5) The fuel adjustment clause authorized by the Pederal
Power Commission to Duke Power Conmpany ¥ill result in Duke's
charges to the Town. of Landis and in turn, the Town of
Landis' charges to Roselle varying on a month-to-month basis
depending on' Duke's cost of fuel. It:is to be reasomnably
expected that the fuel adjustment will continue to decrease
in the future as Duke Pover Company generates -more energy by
nuclear power.

{6) To reguire Roselle to absorb the variable increases
in the wholesale energy costs imposed upon it by its
supplier wounld result in Roselle being required to operate
at a rate of return that would be less than Jjust and
reasonable, or sufficient for Roselle's operatiomns.
Inasmuch as Roselle purchases all of the powaer it sells from
the Town of Landis, to allow revenue sufficient to offset
the increased cost of purchased power would not nmaterially
affect the rate of return hut would essentially stabilize
Roselle's utility operations.

{7) Roselle has a net investment in its utility plant,
including an allowance for working capital, of approxipmately
£187,276.

Based upon the foregoing Pindings of Fact, the Commission
makes the follovwing

CONCLUSIOKS

The Commission 'concludes that to require Roselle to abhsorb
the increases in wholesale energy costs imposed gpor it - by
its supplier; the Town of Landis, would result in requiring
Roselle to operate at a rate of return that is less than
just and reasonable.

The Comaission is not herein establishing or approving a
rate of return for Roselle. The Commission Staff's
testimony in this case indicates that as Duke Power Company
generates nore energy by nuclear power (with some units to
come on the line in 1973) the inpact of the _cost of fossil
fuel to Duke is lessened, thereby vreducing the fuel
adjustment over a period of time.
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In the event the Comnission vere to attempt to set a rate
of return to cover the increases in wholesale cost to
Roselle, there would be a continuing and predictable erosion
of such rate of return, beyond that sometimes experienced in
usyal utility operations, inasmuch as the cost of wholesale
pover to Roselle varies on a nmonth—-to-month basis.
Therefore, a fixed rate of return would eventually be
adverse to Roselle®'s customers in the future. 4 rate of
return £fixed too high in this proceeding wvould result in an
adverse impact on Roselle's present customers. Roselle does
not have recourse to management control over methods and
econonics involving the production of energy and, therefore,
is unable to ipplement decreases in its energy costs by its
own action. Roselle nust pay the vholesale increases passed
on to it by the Town of Landis since Roselle does not
generate its own energy. Accordingly, veighing the interest
of Roselle and its customers, the most reasonable
disposition of this proceeding is to authorize Roselle +to
file a surcharge. tariff for charges on each customer's
billing computed according to each customer's usage of
energy on a kilowatt-hour basis, witk adjustments to include
the cost of energy losses in Roselle's electrical
distribution system and with consideration given to the
gross receipts tax. The Comzmission concludes that such
anthorization is essential to permit Roselle to maintain its
facilities and services in accordance with the Treasonable
requirements of its customers and to reasonably mest its
income reguirements and to maintain and iaprove service to
its customers.

In the event the Federal Power Commission does not finally
approve the application of Duke Power Company for a fuel
cost adjustment, the Conmission is of the opinion that any
refunds received by Roselle should be passed on to its
customers by reductions in its charges at the time of the
occurrence of any such refunds.

IT IS5, THEREFORE, ORDERED as follovs:

{1) That the application of Roselle to increase its rates
and charges in the form of a surcharge for all classes of
service be, and the same hereby is, approved as being just
and reasonable.

{2) That approval of Roselle's surcharge has the effect
of satisfying the conditions of the undertaking filed by
Roselle and therefore, no refunds will be necessary under
the provisions of the undertaking unless a reduction in the
charges for vholesale energy occurs as a result of "the
Federal Power Cosmission's final decision im FPC Docket
No, E-7720 relating to Duke Pover Conmpany's fuel adjustment
clause, and the Town of Landis suobsequently reduces its
charges to Roselle for wholesale energy. In such case,
refunds shall be made as required by G.5. 62-135{c) and
Roselle shall imuwediately notify the Commission of any such
reductions, In the event the .Federal Power Commission
disallows Duke Power Coapany's application, Roselle shall
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impediately begin charging its customers the base rate ‘as
heretofore established in Docket Wo. E-19, Sub 13, and shall
imnediately notify the .Commission.

"(3) That Roselle shall izmediately file an appropriate
surcharge tariff.

(4 That Roselle is herewith regquired teo commence filing
on a monthly basis a verified written report of vwholesale
increases accompanied by an explanation of the manner by
vhich Roselle has computed its energy losses resulting £fronm
its electrical distribution system, along with the details
of such computation as well as the treatment given to the
gross receipts tax in the computation of its retail charges.
The report shall state the amount of increases in Hoselle's
retail charges to its customers.

ISSUED BY ORDER OF THE COMMISSION.
This 11th day of December, 1972.
NORTH CABOLIHA UTILITEES CONMISSION
Katherine ®. Peele, Chief Clerk
{SEAL)
DOCRET NO. E-22, SO0B 126
BEFORE THE NORTH CARQOLINA UTILITIES COMMISSION
In the Batter of
Application of Virginia Electric and Power )

company for Authority to Adjust its ) ORDER
Electric Rates and Charges.

—

HEARD IN: The Hearing Room of the Commission, Ruffin
Building, Raleigh, North Carolina, on January
11, 1972, at 10:00 A.HM.

BEFORE: Chairman Harry T. Westcott, Presiding, and
Conmissioners Harvin R. Wooten, Miles H.
Rhyne and Hugh A. Rells.

APPEARANCES 3
For the Applicant:

R. C. Howison, Jr.
Joyner & Howison
Attorneys at Law
‘Rachovia Bank Building
Raleigh, Worth Carolina

Guy T. Tripp, III

Hunton, Williaes, Gay & Gibson
Attorneys at Law

P. 0. Box 1535, Richmond, Virgimia 23212
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Evans B. Brasfield

Hunton, Williams, Gay & Gibson
Attorneys at Law

P, 0. Box 1535, Rickhmond, Virginia 23212

Por the Intervenors:

Louis W. Payne, Jr.

Attorney General's 0ffice

Room 124, Ruffin Building

Raleigh, North Carolina

For: The Using and Consuming Public
{Intervention was withdrawn during the course
of the hearing with Commission approval)

For the Commission Staff:

Maurice W. Horne

Assistant Commission Attorney

North Carolina Otilities Commission
Raleigh, North Carolina

WOOTEN, COMHISSIONER: This proceeding was instituted
upon application by the Virginia Electric and Pover Company
{hereinafter referred to as ©"YEPCO"} on July 15, 1971,
vherein agsthority was songht to increase VEPCO's electric
rates and chacges for service rendered to Jits retail
electric customers within the State of FNorth Carolina, said
requested increase being in the anount of 1.28 mills per
kxilowatt hour, to become effective on ARugust 1, 1971, The
application was filed in two parts, with Part I thereof
seeking the rate increase requested oh a permanent basis and
Ppart IT of said filing requesting an emergency increase on
an interim basis pending full and complete hearing and fimal
determination of the matter.

By oOrder of the Coamission dated Augqust 2, 1971, the
interim rate increase was set for hearing on Septembher 2,
1971, and the cComnission subsequently on Rugust 31, 1971,
continued the said interim rate increase hearing in viev of
the Presidential Price Freeze and scheduled oral argument on
the subject on September 2, 1971, By oOrder issued on
November 1,:1971, the Commission consolidated Parts I and IX
of this application for hearing on January 11, 1972, at
10:00 A.M., in the Commission's Hearing Foom, having
previonsly by its suspension order of August 2, 1971, set
the hearing on Part I of this application for permanent rate
increase on said date.

Wotice of intervention was filed by the Attorney General
on December 22, 1971, and oOrder recognizing said
intervention wvas issned by the Comaission on Janvary 6,
1972.

Opon the call of this matter for hearing, the applicant
presented its case through Witnesses Stanley Ragone, Bruce
C. Hetschert, Alvis H. Clement and Charles F. Phillips.
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Additionally, ¢the applicant presented testimony through
exhibits under stipulation entered into by and between the
parties hereto and with the permission of the Commnission.
After the testimony of the first witness, Stanley Ragone,
the Attorney General requested permission and authority ¢to
vithdraw from the case in viev of.the fact that it appeared
that the only thing vhich the applicant vas seeking through
this rate case wvas tlle recovery of the increased costs of
fuel to it, which increased costs were occasioned subsequent
to the test period used by the company and the Commission in
its last general rate case in Docket ¥o. E-22, Sub 118.
¥ithout objection the Commission granted the reguest of the
Attorney General to withdraw from this case.

Following the case for the applicant, the Commission
presented one witness, Andrev W. Williams, Staff HNuclear
Engineer, and additional evidence and testimomny by vay of
stipulation as set out in the full record in this case.
Both the ‘applicant and the Commission Staff presented
certain evidence by way of exhibits identified and
introduced.

The Conmission's oOrder of Suspension in this case dated
August 2, 1971, required that appropriate public notice be
given and that affidavits with reference thereto be filed in
this case. The affidavits regarding appropriate publication
required by the Commission'’s oOrder were filed by the
applicant as its first order of evidence and the same are a
matter of record inm this case.

The applicant in this case requested authority to increase
its rates and charges to all of its retail customers in the
amount of 1.28 mills per kilowatt hour as a surcharge, in
order to partially recover increased cost of fuel incurred
by it subsequent to its last general rate case.

Based upon the entire record in this case, the Commission
makes the following

FINDINGS OF FACT

1. That Virginia Electric and Power Company (VEPCO) is
duly organized as a public utility company under the laws of
the State of Virginia and is authorized to do business in
Yorth Carolina, by territorial assignment certificates Efrom
this cConmission in the State of North Carolina, under rates
and service regulated by this Comrission under Chapter 62 of
the General Statutes of Worth Carolina.

2. That on Jume 30, 1970, the net original cost of
VEPCO's wutility property in service, subject to the
jurisdiction of this Coanission, was not less than
$65,977,180, and subsequent thereto, said YVEPCO has added
additional plant in service.

3. That on Jure 30, 1970, the fair value of VEPCO's
utility property irn service, subject to the jurisdiction of
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this cCommnission, exceeded the net original cost of such
property and is deemed to be not less than $70,000,000, and
vhen applying a mnet operating income in +the amount of
$3,669,417, a rate of return on this fair value rate base is
5.242%.

4. That had the proposed surcharge been in effect daring
the 12-month pericd ending Jume 30, 1970 (end of test
period), VEPCO's rate of retarn on net original cost of
utility property in North Carolina under the jurisdiction of
this Coamission vould have been 6.52%.

5. That VEPCO's return on common equity at Jume 30, 1970
{end of test period), was 7.13% and that s3aid return on
ccnnon equity will increase to 9.28% after giving effect to
the proposed surcharge herein sought.

6. That the rates of return on common equity, net
original cost and fair value rate basée, resulting from the
application of the surcharge herein requested, during the
test period is less than the rates of return thereon
heretofore established as 3just and reasonable by this
Commission in its Order dated April 29, 1971, in Docket Ho.
E-22, Sub 118,

7. That the rate of return resulting £from the
application of tha proposed surcharge produces a Teturn on
VEPCO's investment on property devoted to use of retail
customers unier the jurisdiction of this Commission which is
not uanjust or uwnreasonable to either the applicant or its
ratepayers.

8. That YEPCO has sought to minimize its overall costs
of fuel by the appropriate use of petroleum refinery by-
products, coal mwmine-mouth generation, volume and multi-car
freight rates, and nuclear generation; however, during the
12 months ending June 30, 1970 (the test year), the average
cost of fuel consumed was 30.41 cents per million B.T.U.s,
or 3.12 nills per kilowatt hour generated, vhereas, during
the five months ending May 31, 1971, the average cost of
fuel consumed increased to 42.35 cents per million B.T.U.s,
or 4.39 mills per kilowvatt hour generated. The increase
here applied £for is $1,365,487 for the test year, yet the
annual revente requirement to offset the increase in fuel
costs and to compensate for the appiicable §orth Carolina
gross receipts taxes of $91,705 is $1,528,410.

9. That the methodology wused by the company and the
staff in this case differs in some particulars; however, ve
do not find it necessary for the purpose of this case to
differentiate and choose as between such methods and results
in view of the fact that regardless of 'the methodology used,
the evidence in this case clearly shows the need for the
rate relief requested.
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CONCLUSTIONS

G.S5. 62-133, among other things, provides: that in firxing
rates for any public utility subject to provisions of this
chapter, the Comaission shall €£ix such rates fair to the
public utilities and consumer. The Commission shall:

(1) Ascertain the fair valme of the public utility's
ptoperty used and useful in providing the service
rendered to the public within this State, considering
the reasonable original cost of ‘the property less
that portion of the cost which has been consumed by
previous use recovered by depreciation expense, the
replacament cost of the property, and any other
factors relevant to the present fair value of the
propercty. Replacement cost may be determined by
trending such reasonable depreciated cost to current
cost levels, or by any other reasonable nethod.

{2) Estimate such public utility's revenue under the
present and proposed rates.

{3) Ascertain such public utility's reasonable operating
expenses, including actual investment currently
consumed through reasonable actual depreciation..

(4)y Fix such rate of return omn the fair value of the
propecty as will enable the public utility by sound
management to produce a fair profit for its
stockholders, considering changing econonic
conditions and other factors, as they then exist, to
maintain its facilities and services in accordance
vith the reasonable requirements of its customers in
the territory covered by its franchise, and to
compete in the market for capital funds on terns
which are reasonable and vwhich are fair to its
custoners and to its existing investors.

(5) Pix such rates to be charged by the public utility as
will earn in addition to  reasomrable operating
expenses ascertained purswant o paragraph (3) of
this subsection the rate of return fixed pursuant ¢to
paragraph (4) on the fair value of the public
utility's property ascertained pursuant to paragraph
m.

The Comaission concludes that the issues presented by Part
IT of the application herein, which is the applicant's
reguest for interim emergency relief, becoms moot upon the
issvance of this order, and, therefore, makes no further
disposition of the same.

The proposed surcharge in this proceeding will produce an
additional $1,365,467 in gross revenue, $635,051 of which
the company should, after revenue deductions, realize as
additional net operating income (including customer growth
factor). After adding this amount to the present net
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operating income and ther relating the total net operating
income for return to the net investment at the end of the
test period, plus appropriate allowance for vorking capital
($65,977,180), the company should tealize a rate of return
on investment ir property in the State of Worth Carolina
applicable to North Carolina retail customers of 6.52%. The
Commission finds and concludes that the amount applied for
-is not unjust and unreasonable, is not excessive and is not
unfair to the company's customers in Horth cCarolina, and
will not more than offset the increased cost of fuel
experienced by the coapany as of May 31, 1971.

The Conpission concludes that the amount of additiomal
revenue applied for in the proposed surcharge is necessary
to provide a reasonable rate of return on either the
depreciated original cost or fair value of VEPCO's property.
It further concludes that the ability of VEPCO to provide
service in its area to meet demands for electric energy, and
in consideration of the applicable lav reguires that VEPCO
maintain earnings at a level to attract capital for such
programs. The increased costs for such .operations
experienced subsequent to the test period in connection with
the cost of fuel are clearly shown in this record.

¥e finally. conclude that the surcharge proposed in the
application herein should be approved for application to all
retail sales of electric energy by the applicant on and
after the date of this Order, and that the company should
immediately file revised tariffs in accord therewith.

The Utilities Commission is advertent to public statements
of guidelines and policies of the Price Conmmission and
concludes that the increase rate procedure and the evidence
in this proceeding, and the consideration thereof by the
Commission, fixes the rates of VEPCO in this proceeding on
the basis that they will provide no more than the minimum
return necessary to assure ceontinued and adeguate service.
The return which would havé actually been earned by VEPCO in
the 1light of the increased cost of fuel, if continued
without the rate increase approved here, would not be
adequate to assure continued and adequate sercvice. This
Conmission finds and so certifies that the increases are
consistent with the criteria established by the Price
Commission., The documentation for such findings is sat out
fully in the Findings of Pact and Conclusions hérein, hased
on evidence of record of the public hearing herein.

The rate. increase approved here is authorized solely on
the basis that it is recessary in order to assure continued
and adequate service to the public in VEPCO's service area,
considering the increased cost of service, the increased
expenses of VEPCO, and the increased cost of fuel, and the
purpose of ¢the Economic Stabilization Act of 1970 as
anended.

This Order 4is entered subject to the compliance of VEPCO
with all the requirements of the Price Comuission and notice
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of such increase and subject to “such other rules and
regulations of the Price Commission as may be applicable to
such increases.,

IT IS, THEREFORE, ORDERED AS FOLLOWS:

1.. That the Rider A Ssurcharge attached teo the
application in this proceeding by VYEPCO be, and the same is,
hereby approved.

2. That the Rider A Surcharge herein approved is
authorized to be applied to all electric sales to its North
carolina retail customers on and after the date of this
order.

3. That YEPCO ghall immediately file with this
Commission its revised Rider A Surcharge approved, to become
a part of its filed tariffs.

4, That a copy of this oOrder be transmitted to the
company and each of the Attorneys of record in this
proceeding.

ISSUED BY ORDER OF THE COMMISSION.
This the 17th day of Janmnary, 1972.

NORTH CAROLINA ODTILITIES COMMISSION
Katherine ¥, Peele, Chief Clerk
(SEAT)

Conmissioner John W. HNcDevitt did not participate in the
hearing, -consideration and decision in this case.

DOCKET NO. E-2, SUB 208
BEFORE THE KORTE CAROLINA UTILITIES COMNISSION

In the Matter of
carolina Pover 6 Light Company - )
Authority to Issue and Sell ) ORDER GRANWNTING
$100,000,000 Principal Amount of j AUTHORITY TO ISSUE
First Mortgage Bonds, Y AND SELL SECURITIES
Series Due 2002 - )

This cause comes before the Commission upon Applicatiom of
carolina Pover & Light Company (Company), filed under date
of ®arch 20, 1972, through its Counsel, Shervwood H. Smith,
Jr., and Thos. B. Capps, wherein aunthority of the Commission
is sought as follows:

To issue and sell $£100,000,000 principal amount of First
Mortgage Bonds, % Series due 2002,
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PINDINGS OF FACT

1. The Conpany is a corporation organized and existing
under the laws of the State of North Carolina with its
principal office at 336 Payetteville Street, Raleigh, Rorth
Carolina, and is a public utility operating in Horth
carolina and South Carolina, where it is engaged in
generating, transmitting, delivering and furnishing
electricity to the public for compensation.

2. The Conpany's capital stock outstanding at January
31, 1972, consists of common stock with a stated value of
$280,788,989 and preferred stock having a stated value of
$124,375,900.

3. The Company's existing long-term debt at January 317,
1972, amounted to $534,030,000 in Pirst Mortgage Bonds and
$122,633 in Promissory Notes.,, The First Mortgage Bonds were
issued and purswant to an Indenture dated as of Hay 1, 1940,
and duly executed by the Company to Irving Trust Company of
Nev York, as Corporate Trustee, and amended by £fifteen
supplemental Indentures.

4. The Company’ proposes to issue and sell $100,000,000
principal amount of First Mortgage Bonds, ____% Series due
2002, to be secured under a Sirteenth Supplemental Indenture
to the Mortgage and Deed of Trust dated as of Hay 1, 1940,
substantially in the form of the draft thereof attached teo
the Application and identified as Exhibit A.

5. Construction expenditures for additional electric
plant totaled 3$56,906,623 in the period December 1, 1971,
through Jammary 31, 1972. The net proceeds from the
proposed sale of First Mortgage Bonds will be applied to the
reduction of short-tere- loans incurred for corporate
purposes, primarily for the construction of additional
electric plant facilities.

6. The Conpany proposes on or about April 19, 1972, to
publicly invite sealed, written proposals for the purchase
of the First Mortgage Bonds at conmpetitive bidding or terms
and conditions set forth in Exhibit ¢ attached to the
Application. The bids submitted vill be opened on or about
April 24, 1972, and the Company intends to accept the bid
providing it with the lowest annual cost of money for the
First Mortgage Bonds but will reserve the right to reject
all bids.

Te The Company proposes to enter into a Purchase
Agreement with the bidder or group of bidders whose bid, as
to the interest rate to be borne by the First Mortgage Bonds
and the price .to be paid for the Bomds will provide the
lovest annual cost of money. The Purchase Agreement will be
in the form or substantially in the form as Exhibit D
attached to the Application.

R
H
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8. The expenses estimated to be incurred in the sale of
the First Mortgage Bonds will approximate $137,000.,

CONCLUSIORS

From a reviev and stundy of the Application, its supporting
data and other information in the Conmmission's files, the
Connmission is of +the opinion and so finds that the
transactions herein proposed are: ’

{a) Por a lavful object within the corporate purposes of
the Petitioner;

{b) Conmpatible with the public interest:

(c) Wecessary and appropriate for and consistent with the
proper performance by Petitioner of its service ¢to
the public as a utility and will not impair its
ability to perform that service; and

{d) Reasonably necessary and appropriate for such
purposes,

iT IS, THEREFORE, ORDERED, That Carolina Power & Light
Company, be, and it is hereby aunthorized, empowered and
pernitted under the, terms and conditions set forth in the
Application:

1. To issue and sell at competitive bidding a maximum of
$100,000,000 principal amount of First Mortgage Bomds, ____%
Series due 2002;

2. To sell the securities to the bidder or group of
bidders submitting the proposal which will provide the
Company with the lowest annual cost of noney;

'

3. To create, execute and deliver a Sixteenth
Supplemental Indenture to be dated as of ¥ay 1, 1972, to the
Company*s Mortgage and Deed of Trust, as supplemented,
conveying all or substantially all of the Company's
nortgageable properties and franchises acquired since the
execution and delivery of the Fifteernth Supplemental
Indenture 4to +the Hortgage and Deed of Trust, and pledging
the faith, credit and property of the Company +o secure
payment of the Bonds;

4. To use and apply the net proceeds from the issuance
and sale of the securities described herein to the purposes
set forth in the Application:

5. To file with this Commission, when available in final
form, one copy each .of the Sixteenth Supplemental Indenture
and Parchase Agqreerent; and .

6. To file with this Coprnission, in duplicate, a
verified report of actions taken and transactions
consurmated {including the interest rate to be borne by the
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Bonds, the price received by the Company, and the expenses
associated with the sale) pursuant to the authority granted
herein within a period of thirty (30) days followirg the
transactions authorized herein.

ISSUED BY ORDER OF THE COMMISSION.
This the 4th day of April, 1972.

NORTH CAROLINA UTILITIES COHMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCKBT NO. .B-2, SUB 215
REFORE THE HORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Carolina Pover & Light Company ) ORDER GRANTING AUTHORITY
~ Authority to Issue and ) TO ISSUE AND SELL
Sell Term Note ) TERM HOTE

This cause comes before the Commission upon Application of
Carolina Power & Light Company (CPEL), filed under date of
July 10, 1972, through its Counsel, Thos. E. Capps, wherein
authority of the Conmmission is sought as follows:

To issue and sell Term Note in an amount not to exceed
$50,000, 000.

FINDIRGS OF FACT

1. CreL is a corporation organized and existing under
the laws of the State of North Carolina, with its principal
office at 336 Payetteville Street, Raleigh, Worth Carolina,
and it is engaged in generating, transmitting, delivering
and furnishing electricity to the public for compensation.

2. pursuant to the provisions of its Charter and for the
purposes hereinafter stated, CPEL proposes to enter into a
Loan Agreement with TFirst Hational City Bank of Rew York,
New York, dated as of June 21, 1972, a copy of which was
attached to CPEL's Application as Exhibit A. Pursuant to
the Aqreement the Bank agrees to make loans to CPEL from
tine to time through August 1, 1972, in the aggregate amount
of not more than $50,000,000. The aggregate amount of such
borrowings by CPEL will be evidenced by an unsecured
promissory mote substantially in the form attached to CPEL's
Application as Exhibit B, to be dated the date of the first
borrowing under the Agreement and ¢to mature on July 31,
1978. The note will bear interest at a fluctuating rate
vhich will be equal to various specified =awltiples of the
Bank's base rate on 90-day loans to respomnsible and
substantial commercial borrowers in effect £f£rom time to
time. Such nultiples are as set forth in -Section I of the
Loan Agreement attached to CPEL's Application as Exhibit A.
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Interest is payable on the 1last day of each October,
January, April and July of each year. The note may be
prepaid at any time without penalty or preajun.

3. In the period from January 31, 1972, through Hay 31,
1972, CPEL's construction expenditures for additional
electric plant facilities totaled $97,181,074%. The proceeds
from the issuance of the note will be applied to the
reduction of short-term loans 3incurred for corporate
purposes, primarily for the construction of additional
electric plant facilities, which short-term loans totaled
$31,293,557 at May 31, 1972,

a, CPSL's most recent permanent financing was the
issuance and sale in April, 1972, of $100, 000,000 principal
amount of Pirst MNortgage Bonds, 7-3/4% Series due 2002.
CPEL's capital structure is such that it is appropriate and
reasonable to issue and sell the note at the present tihe;
and the issuance and sale of the note in an amount not to
exceed $50,000,000 is a necessary step to obtain a portion
of the funds needed nov in connection with financing the
Compary's construction program. CPE&L proposes to issue and
sell the note for an amount not in excess of $50,000,000 on
August 1, 1972,

S. CPSL will incur only minimal expenses in connection
vith the issuance and sale of the note.

CONCLUSIONS

From a reviev and study of the Application, its supporting
data and other information in the Commission's files, the
Commission is of the opinion and so finds +that the
transactions herein proposed are:

(a) For a lawful object within the corporate purposes of
the Petitioner;

(b) Compatible with the public interest;

(c} MNecessary and appropriate for and consistent with the
proper perforaance by Petitioner of its service to
the pablic as a utility and will not impair its
ability to perform that service: and

{d} Reasonably necessary and appropriate for such
purposes.

IT IS5, THEREFORE, ORDERED, That Carolina Power & Light
Company, be, and it 1is hereby authorized, enpowered and
pernitted wunder the terms and conditions set forth in the
‘Applications

1. To issue and sell its Term Note to Pirst National
City Bank in an amount not to exceed $50,000,000;
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2. To use and apply the net proceeds froa the issuance
and sale of the Term Rote described herein to the purposes
set forth in the Application; and

3. To File with this Commission, when available in final
form, one copy of the Term Rote.

ISSUED BY ORDER OF THE COMMISSION.
This the 20th day of July, 1972,
NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
{SEAL)
DOCKET NO. E-2, SUB 216
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

carolina Power £ Light Company - ) ORDER GRANTING
Application for Authority to Issue and ) AOTHORITY TO
Sell 500,000 shares of Serial ) NEGDTIRTE SALE
Preferred Stock ) OF SECURITIES

This cause comes before the Commission upon an Application
of Carolina Pover & Light Company (Company), filed under
date of Aungust 10, 1972, through its Counsel, Thos. E.
Capps, ¥Vherein anthority of the Coumission is sought as
follows:

To issue and sell not to exceed 500,000 shares of new
Serial Preferred Stock, without par value, to underwriters
yith a dividend rate not to éxceed 8.25%.

FINDINGS OF FACT

1. The Comnpany 1is a corporation organized and existing
under the laws of the State of ¥Horth cCarolina, with its
principal office at 336 Payetteville Street, Raleigh, North
Carolina, and is a public utility operating in North
carolina and South Caroclina, where it is engaged in
generating, transnitting, delivering and furnishing
electricity to the public for compensation.

2. The Company's capital stock outstanding as of
June 30, 1972, consists of common stock with a stated value
of $281,664,789 and preferred stock having a stated value of
$1248,375,000.

3. Thie Company's existing long-term debt at June 30,
1972, amountsd to $634,030,000 and $122,633 in Promissory
Notes. The First Hortgage Bonds were issued and pursuant to
an Tndenture dated as of May 1, 1940, and duly executed by
the Company to Irving Trust Company 2f New York as Corporate



234 ELECTRICITY

Trustee, as supplemented and amended by sixteen Supplemental
Indentures.

[ The Company proposes to issue and sell not to exceed
500,000 shares of newv Serial Preferred Stock to Underwriters
represented by Merrill Lynch, Pierce, PFenner & Smith,
Ircorporated, and White, Weld & Company, Incorporated, in
accordance with an Underwriting agreesent under the terns of
vhich the Undervriters propose promptly to make a public
offering of such shares of nev Serial Preferred Stock. The
dividend rate and the amount of compensation for the
Undervriters' services will be negotiated and agreed upon
between the Company and representatives of the Underwriters
orn September 6, 1972; and that it will negotiate a dividend
rate not to exceed B.25% and compensation for the
Underwriters mot to exceed an amount representing $1.40 per
share of the nev Serial Preferred Stock.

5. Construction expenditures for additiomal electric
plant totaled $23,545,522 in the period from Jume 1, 1972,
through Jume 30, 1972. The net proceeds from the proposed
sale of nev Serial Preferred Stock will be used for gemeral
corporate purposes including the reduction of short-ternm
borrowings incurred primarily for the construction of new
facilities.

6. The Company estimated tkat it will incur expenmses in
the amount of $75,000 in the sale of Serial Preferred Stock.

CONCLUS IONS

From a review and study of the Application, its supporting
data and other information in the commission's files, the
Comnission is of the opinion and so concludes, that the
transactions herein proposed are:

(a) For a lawful object within the corporate purposes of
the Petitioner; ’

(b) Compatible with the public interest:

(c} Fecessary and appropriate for and consistent with the
proper performance by Petitioner of its service to
the public and will not impair its ability to perform
that service; and

{d) Reasonably necessary and appropriate for such
purposes.

IT I5, THEREFORE, ORDERED That Carolina Power & Light
Conpany be, and it is hereby, authorized, enpovered and
pernitted under the terms and conditions set forth in its
application:

1. To issue and sell not to exceed 500,000 shares of new
Serial Preferrel Stock, without par value, to Onderwriters,
with a dividend rate not to exceed B5.25% and coppensation
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for the OUnderwriters not to exceed an amount representing
$1.80 per share of the new Serial Preferred Stock, pursuant
to an Underwriting Agreement substantially in the form of
Exhibit A attached to its application in this proceeding;

2. To apply the net proceeds to be derived from the
issuance and sale of said additional shares of common stock
to the purposes set forth in the application; and

3 To file, within thirty (30) days after the sale of
the new Serial Preferred Stock, two (2) copies of the
Onderwriting Agreement in final form and a report, in
duplicate, of the sale of new Serial Preferred Stock, as
supplemental Exhibits in this proceeding.

TSSUED BY ORDER OF THE COMMISSTION.
This the 5th day of September, 1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCRET NO. E-2, SOB 218
BEFORE THE NORTH CAROLINA OUTILITIES COMMISSION

In the Matter of
Carolina Power & Light Company - ) ORDER
Application for Authority to ) GRANTING AUTHORITY
Issue and Sell 2,500,000 Shares ) TO SELL
of Common Stock ) SECURITIES

This cause comes before the Commission upon an Application
of Carolina Power & Light Company (Company), filed under
date of October 6, 1972, and amended under date of October
17, 1972, through its Counsel, Thos. E. Capps, vherein
aut hority of the Commission is sought as follows:

To issue and sell not to exceed 2,500,000 shares of common
stock, without par value, to Underwriters, pursuant to an
Undervwriting Agreement,

FINDINGS OF FACT

1s The Company is a corporation organized and existing
under the laws of the State of North Carolina, with its
principal office at 336 Fayetteville Street, Paleigh, North
Carolina, and is a public utility operating in North
carolina and South Carolina, where it is engaged in
generating, transmitting, delivering and furnishing
electricity to the public for compensation.

2. The Company's capital stock outstanding as of
July 31, 1972, consists of common stock with a stated value
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of $281,726,923 and preferred stock having a stated value of
$£124,375,900.

3. The Coapany's existing long-term debt at July 31,
1972, amounted to $634,030,000 in First Mortgage Bonds, $50
prillion 3in a Six-Year Term Wote and $122,633 in Promissory
Rotes. The Pirst W®ortgage Bonds wvere issued under and
pursvant to an Indenture dated as of ¥ay 1, 1940, and duly
executed by the Company to Irving Trust Company of New York
as Corporate Trustee, as supplenmented and amended by sizteen
Supplemental Indentures.

4., The Company proposes to issue and séll not to exceed
2,500,000 shares of common stock to Onderwriters represented
by Merrill Lynch, Pierce, Fenner £ Smith, Incorporated, in
accordance with an Underwriting Agreement under the terms of
which the Underwriters propose promptly to make a public
offering of such shares of common stock. The price per
share to be received by the Company for such additional
shares of common stock and the price at vhich the same will
be offered to the public by the Underwriters will be
negotiated and agreed wupon between the Company and
representatives of the Underwriters on October 31, 1972; but
the Company represents that it will negotiate a price
therefor, after deduction of the undervriting commission er
fee, not less thanm 93% of the 1last sale price of the
Company's common stock on the Wew York Stock Exchange on
that date.

5. Construction expenditures for additionral electric
plant totaled $24,299,439 in the period from July 1, 1972,
through July 31, 1972, as reflected by the Company's Exhibit
B attached to the application. The net proceeds from the
proposed sale of common stock will be used for general
corporate purposes including the reduction of. short-tern
borrovwings incurred primarily Ffor the construction of new
facilities.

6. The Company estimated that it will incur expenses in
the amount of $100,000 in the sale of the common stock.

CORCLUSIONS

From a reviev and study of the Application, its supporting
data and other information in the Conmmission's files, the
Commission is of the opinion and so concludes, that the
transaction herein proposed is:

(a) Por a lavful object within the corporate purposes of
the Petitioner;

{b) Compatible with the public interest:

{c) Hecessary and appropriate for or consistent with the
proper performance by Petitioner of its service to
the public and will not impair its ability to perform
that service:; and
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(d) 'Reasonably necessary and appropriate £for such
PuUrposes.

IT IS, THEREFORE, ORDERED that Carolina Power & Light
Company be, and it 1is hereby, authorized, empowered and
pernitted under the terms and conditions set forth in its
application:

1. To issue and sell not to exceed 2,500,000 additional
shares of common stock, without par value, to Underwriters,
pursuant to an Undervriting Agreement substantially in the
form of Exhibit A attached to its application in this
proceeding, at a price per share, after deduction of the
underwriting conmission or fee, not less +than 93% of the
last sale price of the Company's common stock on the Few
York Stock Exchange on Gctober 31, 1972.

2. To apply the net proceeds to be derived from the
issuance and sale of said additional shares of common stock
to the purposes set forth in the Application.

3. To file, within ¢thirty (30) days after the sale of
said additional shavres of Common Stock, two ({2) copies of
the Underwriting Agreement in final form and a report, in
duplicate, of the sale of said additiomal shares of Common
Stock, as Supplemental Exhibits in this proceeding.

ISSUED BY ORDER OF THE COMHISSION.
This the 20th day of Octoher, 1972.

NORTH CAROLIEA UTILITIES COMMISSIOR
Katherine M. Peele, Chief Clerk
(SEAL)

DOCRET NO. E-22, SUB 144
BEFORE THE HORTH CAROLINA UTTLITIES COMNMISSION

In the NMatter of
virginia Blectric and Power )} ORDER GRANTING
Company - Application for ) AUTHORITY TO ISSUE
Authority to Issue 350 ) 350 MILLION 5-YEAR
Million 5~Year Term Fote ) TERM NOTE

This cause is before the comaission upon an Application of
Virginia Electric and Power <Company (hereinafter called
"TEPCO") filed Rugust 16, 1972, vherein authority is sought
by VEPCO to issme its $50 HMillion S-Year Tere HNote as
described below.

Based on the evidence of record herein, the records of the
Commission, and the verified representations in the
Application, the Commission makes the following
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FINDINGS OF FACT

1. VEPCO 3is a corporation duly organized and existing
under the lavs of the Commonwealth of Virginia, with its
general offices in Richmond, ¥irginia, and is authorized to
engage in the baosiness of generating, transmitting,
distributing and selling electric power in the State of
Forth Carolina. It is a public utility under +the Jaws of
Rorth Carolina and as such is subject to the Jjurisdiction of
this Commission.

2. VERCO's construction progran during 19372 is
anticipated to require expenditures of about $486 =million,
including $27 =millijon for nuclear £fuel. In Febrnary of
1972, the Company sold $45 million of preferred stock and in
June of 1972, $100 nmillion of First Mortgage Bonds.
Additional new monmey will be needed during the remainder of
1972 and it is planned that approximately $23 million will
come from the sale and lease-back of nuclear fuel (Docket
No. E~22, Sub 142), and $20 pillion from the sale and lease~-
back of electrostatic precipitators at the Mt. Storm Power
Station. The Company also plans to sell preferred stock and
additional shares of common stock in 1972 (Docket Wo. E=-22,
Sub 145).

1. The Conpany proposes to raise $50 million from the
placenent of a2 5-year term bank loan with First National
City Bank.

4. The - proposed <term bank loan will mature five years
from the date of issuance at a cost of money not to eXceed
120% of the Bank's base rate in effect from time to time and
not to exceed an average of 7-3/4% over the S-year period.

S. VEPCO proposes ¢to issoe its 350 million S5-year term
note for the purpose of obtaining fands to finance the cost
of its construction program, including repayment of
outstanding short-tern debt incurred for that purpose. The
long-terms effect of the proposed transaction will be to
reduce sales of VEPCQ's securities that would be otherwise
reguired to finance its construction program.

6o Expenses and fees to be paid by VEPCO in comnection
with the negotiation and consummation of the transactions
described in this order or in the application are estimated
not to exceed $9,000.

CONCLUSTONS

From a reviev and study of the application, its supporting
data and other information in the Comaission's £iles, the
Conmission is of the opinion and so concludes that the
transactions herein proposed are:

{a) Por a lauful object within the corporate purposes of
YEPCO;
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(by Compatible with the public interest;

{c) Hecessary and appropriate for and consistent vith the
proper performance by Petitioner of its service to
the public and vill not impair its ability to perfors
that service; and

{(d) Reasonably necessary and appropriate for such
purposes.

IT IS, THEREFORE, ORDERED That Virginia Electric and Power
Company be, and it s hereby, authorized, empovered angd
peranitted:

1. To issue its $50 million S5-year term note described
in this order and@ in the application, including the
assumption of the obligations set out in the form of Term
Loan Agreement including the Promissory Hote, and to execute
stch instruments, documents and agreements as shall be
necessary or appropriate in order to effectuate such
transaction; and

2. That VEPCO file with this Conmissior, within thirty,
t30) days after consummation of the transaction described in
this order and in the application, a report setting forth
the final terms of such transaction (including the expenses
of +the transaction), and within such time VEPCC shall file
vith this Comnission a copy of the Loan Agreement and
Promissory Note in the final form in which the same are
executed; and that this proceeding be, and the sare Iis,
continued on the docket of the Commission, without day, for
the purpose of receiving the aforementioned d&ocuments and
the ternminal results of the transaction, as hereinabove
providéd, and nothing in this order shall be construed to
deprive this commission of its regulatory authority under
law or to relieve VEPCO from compliance with any lav or the
commission's regulations.

ISSUED BY ORDER OF THE COMMISSION.
This the 28th day of August, 1972.
NORTH CAROLINA OTTLITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAL)
DOCKET NO. E-22, SUB Tu42
BEFORE THE NORTH CAROLINA UTILITTES COMMISSION
In the Matter of
virginia Flectric and Pover Company ) ORDER GRANTING

Application for Authority to lLease } AUTHORITY TO LEASE
Nuclear Fuel ) NUCLEAR FUEL
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This cause came hefore the Commission upon Application of
Yirginia Electric and Power Company (Vepco) filed August 1,
1972, whérein authority is sought by Vepco to sell and lease
back nwuclear fuel as described below.

Based on the evidence of record herein, the records of the
Commission, and the verified representations in the
Application, the Conemission makes the following

FINDIKGS OF FACT

1. Yepco is a corporation duly organized and existing
under the laws of the Commonwealth of vVirginia, wvwith its
general offices ip Richrmond, Virginia, and is authorized to
engage in the business of generating, transmitting,
distributing and selling electric power in the State of
North Carolina. It is a public utility under the 1laws of
¥orth Carolina, and as such is subject to the jurisdiction
of this Commission.

2. Yepco's construction progran during 1972 is
anticipated to require expenditures of approximately $486
million, of which approrimately $388 million must be raised
through the financial markets,

i. Vepco presently owns 157 fuel assemblies (comprising
the initial core) of Wuclear Puel at its Surry Nuclear Power
Station in Surry County, Virginia, being utilized to produce
heat for the operation of Surry Unit 1 and it plans +to
acquire from time to time additional fuel assemblies to
replace fuel which has been depleted (all such assemblies
being referred to hereafter as the Nuclear Fuel). The 157
fuel assemblies presently owned are described in Exhibit "1
to the Application.

4. Vepco proposes to sell and lease back the 157 fuel
assemblies for the purpose of obtaining funds to finance the
cost of its construction program, including repayment of
outstanding short-terem indebtedness incurred for that
purpose. Tt also proposes to continue +to finance
replacement fuel pursuant to the same leasing arrangement.
The Jlong-term effect of the proposed transaction will be to
rednce sales of Vepco's securities that would be othatwise
required to finance the acquisition of Ruclear Fuel.

5. The proposed Nuclear Fuel lease arrangement, vhigh is
described in the Application, is as follows:

{a) Vepco would, after having obtained a release
from the lien of its Indenture of Mortgage for the first 157
fuel assemblies, by execution and delivery of a Bill of
Sale, transfer title to such assemblies to S¥-1 Fuel, 1Inc.,
a vVvirginia corporation (the Owner), which would thereupon
lease the Nuczlear Fuel to Vepco under a net lease {the
Lease). Upon request by Vepco, the Owner would npake
progress payments for and acquire replacement ¥Nuclear Fuel
or reimburse Yepco for payments made by Vepco for
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replacement Nuclear Fuel for Surry Unit 1 now scheduled to
te placed in the reactor in 1974 and 1975, respectively.
The Lease would have an initial term of five years and could
be extended by agreement of the parties annually thereafter
antil the year 2022. The Owner would acquire the Nuclear
Fuel for its own account, subject to the mitters set forth
below, but the Owner would make no ejuity investment in the
Nuclear Fuel.

{h) The oOvwner would sell its own commercial paper
in the commercial paper market and, in order +to make such
commercial paper marketable, the Owner would enter into a
Credit Agreement (the Credit Agreement) with Manufacturers
Hanover Trust Conpany (the BankX) unier which the Bank would
issue letters of credit guaranteeing the Ovmer's commercial
raper and it would also aqgree to make revolving credit loans
to the Owner (should it be less desirable to raise funds in
the commercial paper market) at 120% of the Bank's prime
rate (the commercial paper and the revolving credit loans
hereinafter heing referred +to as "the Notes"). The Owvner
vould obtain all €funds required to pay Vepco for the Nuclear
Puel (estimated for the first 157 assemblies to DYe
approximately $23 million) by selling its Notes in the
conmercial paper market or to the Bank. All of the Owner's
atthorized capital stock would be owned by an employee of
Goldman, Sachs § Co., a Nev York partnership, which is a
registered broker-dealer under the Securities Exchange Act
of 1934, as amended. The WHotes so0ld would be sufficient to
equal 100%¥ of the origiral cost of the Nuclear Fuel
exclusive of Allowvance for Funds Used buring Construction
and including the initial fees and expenses associated with
the transaction in the case of the first 157 fuel
assemblies. The accumulated Allovance for Funds Used During
Construction allocable to such assenblies ¥ill be
transferred from Plant to Deferred Debits and amortized to
Fuel Expense as the assemblies are hurned. MNotes sold for
replacement Nuclear Fuel would be sufficient to equal 100%
of the original cost plus the cumulative interest and fees
of the Lessor incurred prior to consaunption.

(c) The Notes would wature from time to time at
intervals from 30 days to 270 days in the case of the
commercial paper, and upon termination of the Credit
Agreement in the case of the revolving credit loans.
Commercial paper would be refunded for the sale of
additional commercial paper or the wmaking of revolving
credit loans. The O0Owner would assign to the Bank all its
rights under the Lease, including the right to receive all
rents and other sums payable by Vepco as Lessee. The Bank
would have the further surety of a Conrsent to Assignment
between the Company and the Bank by which the Company would
agree to the assignpent of all its obligations under the
Lease to the Bank, and make all payments under the Lease
directly to the Bank for application to payment of the Notes
as provided in the Lease. A Security Agreement from the
Owner to the Bapnk would gramt to the Bank a security
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interest in the Nuclear Puel. Vepco would not guarantee the
Notes.

(1) During the terms of the Lease, Yepco would have
the absolute and uncontrolled right to use the Nuclear Fuel
subject only to the conditions of the Lease, and Vepco would
exercise the same control over the operation and panagement
of the ¥Huclear Puel as it nov exercises. The Lease woulgd
not impair Vepco's ability to perform its service to the
public as an electric utility,

{&} The Lease would be a completely net lease under
vhich Vepco would he responsible for maintaining, operating,
repairing, replacing and insuring the Nuclear, Fuel and for
paying all taxes and other costs arising out of the
ovnership, possession and use thereof. Rental payments nmade
by Vepco guarterly would be in an amount sufficient to pay
the interest costs actnally incurred during the quarter by
the ovner and to retire portions of the Hotes outstanding
equivalent to the value of the Nuclear Fuel burned during
the guarter. Interest costs would include the prevailing
rates in the commercial paper market or 120% of the Bank's
prime rate at the time, vhichever is lower, plus the normal
brokers' commission of 1/9th percent for the sales of
conmercial paper, an administration fee of 1/8th percent to
the Owner and a commitment fee on commercial paper
outstanding of 9/10ths of one percent to the Bank. At the
tine of receipt of proceeds from the sale of the first 157
fuel assemblies, Vepco will pay to Goldman, Sachs & Co., an
initial fee of $60,000 for its investment banking services.

() Upon sixty days' notice, Vepco will have the
right to terminate the Lease without penalty and to purchase
any of the Nuclear Fuel subject thereto at a price egual to
the then unpaid principal of the Notes plus interest thereon
or fair market value, whichever is higher.

(9) Vepco proposes to charge the rent under the
Lease to Fuel Expense. Vepco also proposes to account for
the +transaction as a lease rather than a purchase. While
Vepco is assuming the risks of ownership, the Lease payments
are such ttat it will not build up a material equity in the
property and, accordinglv, the proposed lease should be
accounted for as a lease.

6. Expenses and fees to be paid by Vepco in connection
with the negotiation and consummation of the tramsactions
described in this Order or in the Application are estimated
not to exceel $126,000.

CONCLOS TONS

From the reviev and study of the Application, its
supporting data and other information in the Commission's
files, the Commission is of the opinion and so concludes
that the transaction herein proposed is:
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{a) For a lavful object within the corporate purposes of
Vepco; :

(b) Compatible with the public interest:

(c) Necessary and appropriate for and consistent with .the
proper perforpance by Vepco of its service to the
publics and

{d) Reasonably necessary and appropriate for such
purposes;

and that the.transaction will not .impair Vepco's ability to
properly perform its service’to the public.

IT IS, THEREFORE, ORDERED that virginia Electric and Power .
Company be, and it is hereby authorized, empowered amnd
pernitted, subject to the limitations contained in paragraph
2 below:

1. To enter dinto the sale and lease back and continued
leasing and related transactions described in this order and
‘in the Application, including the assumption of the
obligations set out in the Lease, and %o erecute such
instruments, documents and agreements as shall be necessary
or appropriate in order to effectuate such transaction. .

2. To devote the proceeds of the transactions described
in the order to the purposes set forth in the Application.

3. To charge the rent under the Lease to Fuel Expense
and t¢ account for the transaction as a lease rather than a
purchase.

IT TIS FURTHER ORDERED that the Owner will not render any
service to the public as a utility or exercise any of the
rights and privileges or bear any of the gduties or
obligations of a public utility, and, therefore, the Owner
shall not be considered a public utility by reason of the
transactions described above. :

IT IS FURTHER ORDERED ‘that Vepco file with this commission
within thirty (30) days after the consummation of the
transaction described in this Order and in the Application a
report setting forth the final terms of such transaction
(including the price received by Vepco for the first 157
fuel assemblies of Nuclear Fuel and the expenses of the
transactions), and within sSuch time Vepco shall file with
this Commission a copy of the Bill of Sale, Lease, Credit
Agreenment, and Security Agreement and all other ianstruments,
documents and agreements entered into by Vepco that are
eaterial to the transaction and the final form in which the
same are executed; and that this proceeding be, and the same
is, continued on the docket of the.Commission, without day,
for the purpose of receiving the aforementioned documents .
and the terminal results of the transaction, as hereinabove
provided, -and nothing in this Order shall® be construed ¢to
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deprive this Cornission of its regulatory authority under
law or to relieve Vepco from complying with any law or the
Conmrission®s regulations.

ISSUED BY ORDER OF THE COMMISSION,

This the 28th day of August, 1972,

NORTH CAROLINA OUTILITIES COMMISSION
Katherine M, Peele, Chief Clerk

{SEAL)
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DOCKET NO. 6-21, SOB 83
DOCKET WO. G-21, SOB 64
DOCKET ¥Wo. G-21, SUB 85
DOCKET ¥O0. G-21, SUB 87
DOCKET NO. G6-21, SOHB 88
DOCKET X0. 6-21, SUB 89

BEFORE THE NORTH CAROLINA UTILITIES COMNMISSION

In the Matter of
Horth Carolina Natural Gas
Corporation Filing of Increased
Ra tes to Recover Increases in
Cost of Gas to It from Its

ORDER APPROVING INCREASED
TARIFFS AND ESTABLISHING
PROCEDURES TO RECOVER
INCREASED COST OF GAS

Tt Nt Bt st e

Supplier

HEARD IN: The Hearing Room of the Commission, Ruffin
Building, Raleigh, North Carolina, on April 11,
1972. :

BEFORE: Commissioner Hugh A. Wells, presiding, Chairman
Harry T. Hestcott, Connissioners John .
BcDevitt, Harvin B. Wooten and Riles H. Rhyne.

APPEARANCES:

For the Applicant:

Donald W. NcCoy

McCoy, Weaver, Wiggins, Cleveland & Raper
Attorneys at Law

P. DO. Box 1688, Fayetterille, North Carclina

Por the coamission Staff:

Edward B. Hipp

Commission Attorney

217 Buffin Building

Baleigh, Worth Carolina 27602

FELLS, CONNISSIONER: On Januwary 7, 1972, North Carolina
Natural Gas Corporation (Rorth Carolina Natural) filed with
the Horth <Carolina Otilities Comnission (Commission) three
separate applicationrs in Docket No. 5-21, Subs 83, 84, and
85 for authority to increase rates by .742¢ per Mcf, said
increase to become effective Febrmary 10, 1972. These
increases result from increases in cost of gas to North
Carolina Natural from its supplier, Transcontinental Gas
Pipe Line Corporation {Transco).

North <Carolina Natural on #arch 31, 1972, filed three
additional applications in Docket No. 6-21, Subhs 87, 88 and
89 in the amount of 1.06¢ per Ncf in order to recover
additional increases in cost of gas to it from its supplier,
Transco, said tariffs filed to become effective May 1, 1972.
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All of the above increases sought to be recovered by North
carolina Ratural result from the approval of the interim
settlenent agreement by the Federal Pover Compission in
Transco Docket No. RP71-118 on HNovember 15, 1971. These
increases 1in cost of gas from Transco Ttesult from the fact

that Transco under its present supply conditions cannot .

deliver to North Carolina Natural full contract volumes., At
the same time, Transco makes no reduction in the cost of gas
for the curtailed volumes and the demand charges related
thereto. Under these circumstances North Carolina Natural
receives less gas but pays +he same dermand charge which
results in an increase in cost of gas to HNorth <Carolina
Natural.

In accordance with +the settlement provisions, Transco
increased its rates to Worth Carolina Hatural effective
February 1, 1972, in the amount of .7# per HMcf. This
increase will pernit Transco to recover curtailment credits
paid to 1its customers in the amount of 33,424,184 and this
rate will remain 3in effect until Transco recovers the
$3,424,184,

In its second filing under the =settlement agreement,
Transco seeks to recover $6,557,437 covering the curtailment
credits for +the months of ©December 1971 and January and
February 1972, by increasing its rates by 1¢ per Hcf
effective May 1, 1972, ¢to North Carolina NWatural and its
other custonmers which .rate will remain in effect until such
tire as Transco vill recover $6,557,437 of curtailment
credits paid to its customers plus additiomal credits for
March 1 through April 15, 1972.

B11 of the above applications were heard by the Commission
a4t a public hearing .on April 11, 1972, after notice ¢to the
public as required by the Commission,

The applications as filed were filed pursuant ¢to
G.S5. 62-133(f) and in accordance with the Comeission's Orxrder
- Ho. G6-100, Sudb 14, wvhich establishes procedures in order to
recover increased c¢ost of gas wvhere occasioned by an
. increase in wholesale cost of gas from its suppliar to a
distributor selling gas in this State.

Based on the evidence adduced at the hearing, the
Copnission makes the following

‘FINDINGS OF FACT

1) - That North Carolina Watural is a corporation duly
organized unler the laws of the State of Delaware and duly
authorized to 4o business in the State of North Carolina,
having its principal office and plade of business in
Fayetteville, North Carolina, and is subject to the
jurisdiction of the Worth Carolina Utilities Coomnmission.

2) .That +the increase in cost of gas to North Carolina
Fatural results from the settlement agreement filed by
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Transco and approved by the Federal Power Commission in
Docket Ho. RP71-118, in which settlezent agreement the
customers of Transco, in this case North Carolina Natural,
have received credits to its gas bills through Pebruary 1972
arounting to $323,650.36 and will receive additional credits
until April 15, 1912. These demand charge credits will be
recovered by Tramsce through increased rates ¢o Forth
Carolina Natural. pursuant to the settlement agreement.
North Carolina WHatural through this transaction does not
recover its increased cost of gas unless it is authorized to
collect the rates applied for herein.

k)] That froam april 15, 1972, through November 15, 1972,
North Carolina Natural will continue to pay the demand
charge related to curtailed volumes; however, no tracking by
Transco of these amounts is providéd for in the settlement
agreement. - Said amounts will result in increased cost of
gas to North Carolina Natural throughout this period.

by That the rate of return on rate base and returm on
equity of North Carolina Natural found by this Commission in
its 1last general rate of return case (Docket No. G-21,
5ub 61) to be just and reasonable at July 27, 1971, was 7.21
percent on the fair value rate base and 12.71 percent on
return on equity..

5) That the rates of return as shown im Docket Ko. G-21,
Sub 89, the latest filing herein, have decreased compared to
those found just and reasonable in Docket Wo, G-21, Sub 61.

Based on the foregoing findings of fact, the Comnission’

makes the following
CONCLUSTONS

1) That the increase applied for herein by Hortkh
Carolina Watural is an increase in cost of gas as provided
for in G.,5. 62-7133(f) and should bhe allowved to becone
effective pursuant to the procedares established by the
Commission in Docket Wo. G-100, Sub 14,

2) That the rates of return on equity and rate base of
North Carolira Natural have decreased from that found to be
just and reasonable by the Commission in Docket No. G-21,
Sub 61, the last general rate case, after adjusting for the
increased rate applied for and the increased cost of gas
from its supplier.

3) The increases in cost of gas +to WNorth Carolina
Watural will vary from month to month depending upon the
amount of gas curtailed by Transco to Worth Carolina ¥atural
in accordance with the interin settlement  agreement
provisions approved by the Federal Power Commission. In
order to enable Worth Carolina Natural to recover only the
increased cost of gas to it from its supplier in a stable
and systematic manner, HKorth Carolina Hatural shall
establish a memoranda account entitled Curtailment Credits
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for Tracking of Gas Cost (memoranda account) in which it
shall recorl as debits all demand charges relating to
curtailed volumes for the period provided for in the interin
settlement and shall credit said memoranda account with the
revenues received by North Carolina Natural from the
proposed rates filed to become effective May 1, 1972, in the
amount of 1.802¢ per 8cf less gross receipts applicable to
the increased rate until such time that recovery of this gas
cost (demand charges related to curtailment) is coaplete and
this menoranda account reaches a zero balance,

IT IS, THEREFORE, ORDERED A5 FOLLOWS:

1) That the tariffs filed by North Catolina Natural Gas
Corporation in Docket No. G-21, Subs 87, 88 and 89, vwhich
include the increases in Docket No:. G-21, Subs 83, 84, and
85, be, and are hereby, approved to become effective Hay 1,
1972,

2) That North Carolina Natural Gas Corporation shall
establish a memoranda account entitled Curtailment Credits
for Tracking of Gas Cost, recording as debits all demand
charges relating to curtailed volumes and crediting to said
account the revenves received from the increase in rates as
provided herein (less gross receipts tar), until said
account approaches a =zerc balance and vhen this account
approaches a zero balance, ¥Xorth Carolina Natural ¢as
Corporation shall file on. one day's notice revised rate
schedules terminating the increase in rates herein granted.

3) That this nmemoranda account shall be.credited with
any dollar azounts recorded imn Account WNo. 253 that have
been accuomulated by FHorth .Carolina Natural Gas Corporation
and provided for Commission's Order in Docket FKo. G6-100,
Sub 4 (335,712.29).

4) That ¥orth Carolina FKNatural Gas Corporation shall
subnit to the Commission its ifnitial entries on its records
as provided for herein and further shall subzit monthly
statements of the transactions in the memoranda account,
using sub-account numbers to identify the activity in this
account by the Federal Pover Conmaission and the FRorth
Carolina Utilities Commission docket numbers.

5) That this oOrder shall remain open for such further
orders of the Copmission as may be required. -

ISSUED BY ORDER OF THE COMMISSION,
This the 28th day of April, 1972.
NORTH CAROLINA UTILITIES COMBISSION

Ratherine M. Peele, Chief Clerk
(SEAL)
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DOCEKET NO. G-21, SUB 83
DOCKET NO. G-21, SUB 84
DOCKET HO. G-21, SUB 85

BEFPORE THE NORTH CARQLINA UTILITIES COHMISSION

In the Matter of
Application of North Carolina J ORDER DENYING RATE
Natural Gas Corporation for an ) TINCREASES FILED TO
Ad justment of Its Rates and ) BECOME EFFECTIVE
Charges ) FEBRUARY 1 & 10, 1972

BY THE COHMNISSTON: Oon January 7, 1972, ¥orth Ccarolina
Natural Gas Corporation (¥orth Carolina Natural) filed with
the Worth cCarolina Utilities Commission (Commission) three
applications in the dockets 1listed in the caption for
anthority to increase its rates and charges in order that it
night recover increases in the cost of gas fronm
Tr anscontinental Gas Pipe Line Corporation (Transco).

Based on the applications as filed and the other records
of the Conmission, the Comnission makes the following:

FINDINGS OQOF PACT

1) ¥orth Carolina WNatural is a natural gas company
operating in the State of Worth carolina subject to the
jurisdiction of the North Carolina Otilities Conmeission.

23 On Januvary 7, 1972, W¥orth Carolina Ratural filed
increased rates in which it seeks to recover from its
customers in these dockets $245,193 on an annual basis.,
These filings result in an increase in each rate to all of
its customers of ,742 cents per Mcf.

3 Transco on Decenber 29, 1971, in Docket Ro. RP71-118B
filed a tracking rate to recoup curtailment credits pursuant
to the settlement agreement approved by the Federal Power
Compission on Wovember 15, 1971. This €£iling by Transco
results in an increase in cost of gas to North Carolima
Hatural of .7 cents per Mcf.

4y Transzo in its filing with the Federal Power
Connission dated December 29, 1971, (RP71-118} states that
it has refunded to its custoners the balaunce in the
Apeferred Cost Account™ of $3,424,184. North CcCarolina
Hatural received $145,456,.8% of ¢this amount in December
1971. This refund results from the demand charge credits
relating to the portion of the curtailment volumes for the
period June through November 1971.

5) Transcoe in accordance with the settlement agreement
approved by the FPederal Power Comnission filed a tracking
provision seeking to recover the $3,424,184 it refunded by
increasing the rates pf the affected rate schedules by .7
cents per #cf, The .7 cents per Mcf 'was arrived at hy
dividing $3,%28,184 by the volume of gas delivered under the
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affected rate schedules which amounted to 464,595,703 Mcf
and covers the same period for which the credits were
calculated.

Transco under the settlement agreement siwmply refunded the
curtailment credits of $3,424,184 to its customers and then
£filed a tracking rate in the amount of .7 cents per Hcf to
recover these dollars from its custonmers. The tracking
increase of .7 cents per Mcf will terminate when Transco
collects from its customers the $3,424,184.

6) Transco ¥ill track the demand charge credits for the
period December 1971 through April 15, 1972, Transco is
anthorized under the settlement agreement to file to recover
demand charge credits once each gquarter. The tracking of
demand charge credits terminates April 15, 1972, in
accordance with the settlement agreement.

7y The f£ilings by North Carolina WNatural in these
dockets were made under the provisions of G.S. 62-133(Ff) and
it submitted the data required by the Commission in its
order in Docket Yo. G6-100, Sub 14a.

Based on the foregoing f£findings of fact the Commission
arrives at the following

CONCLUSTONS

The Commission in approving increases in rates occasioned
by the increase in the cost of gas to gas distributors in
¥orth Carolina pursuant to G.S. 62-133(f) has provided that
refunds received by Rorth Carelina distributors be placed ip
a restrictive account for further orders of the Comnission.
This provision was inserted in the recently issued ¥orth
Carolina WNatural +tracking filings in TDocket ¥o. 6-21,
Subs 72, 78, 79, and 80 issued on December 16, 1971, and
other miscellaneous tariff filings. FNorth Carolina Watural
has received the amount of $145,856.89 in refunds relating
to the demand charge curtailments which were refunded by
credit to the cost of gas on the December 1971 gas bill of
¥orth carolina Natural from Transco. The credits cover a
six-month period.

The increased rates applied £for herein seek to recover
from its customers an amount eguivalent to the refund wmade
to HNorth <carolina Watural by Transco, if equated to an
equivalent time pericd, If the Conmission authorizes the
rates as herein applied for and requires North Carolina
Natural to refund the refunds received by Worth carolina
Ratural f£from Transco by credits to the gas bill over the
same time period, it is obvious that one would tend to
cancel the other and that no benefits would accrue to North
Carolira Natural’s customers or to North Carclina Watural.

The Commission further believes that on analysis that this
increase is not the type of increase in rates conteaplated
by the Legislature in accordance with G.S. 62-133 {f).
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The Commission is of the opinion that for the reasons
stated herein that the request by North Carolina Watural ¢to
increase its rates to track the cartailment credits for the
demand charge adJjustment as filed herein should be denied.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

That the applications filed by Worth Carolima Natural Gas
Corp. for authority to increase its rates and charges on
January 7, 1972, to become effective on February 1 and 10,
1972, in Docket Fo. G-21, Subs 83, 84, and 85 be, and are
hereby, denied. .

ISSUED BY ORDER -OF THE COAMISSION.
This the 26th day of January, 1972.

NORTH CAROLINR UTILITIES CONMISSION
Katherine M. Peele, Chief Clerk .
(SEAL)

DOCRET ¥Q. 6-21, SOB 94
BEFORE THE NORTH CAROLINA UTILITIES COMMISSIOH

In the Matter of :
Application of North Carolina Natural Gas ) ORDER APPROVING
Corporation for an Adjustment of Its } TRACKING
Rates and Charges } INCREASE

BY THE CONMISSION: On Septeomber 1, 1972, Worth Carolina
Natural Gas Corporation (North Carolina MNataral) filed an
application with the North Carolina Utilities Commission in
Docket No, G-21, Sub 94, in vhich it seeks to increase its
rates to Jits customers in order that it might recover
increases in the cost of gas to it from its wholesale
supplier, Transcontinental Gas Pipe Line Corporation
{(Transco}. . In this instant filing Horth Carolina Natural is
seeking to recover an increase in the cost of gas to it of
«8¢ per Mcf effective October 1, 1972. This increase of .9¢
per Mcf is composed of .2¢ per Mcf increase vhich represents
increases in the cost of gas to Transco from its suppliers.
Six—tenths of a-cent per Mcf represents unrecovered gas cost
which Trarsco has incurred and which Transco is seeking to
recover pursuant to the settlement agreement approved by the
Federal Povwer Commission (¥PC) under Docket No. BRP71-118.
The .6¢ per Mcf increase in the cost of das will be
collected for a period of approrimately twelve months or -
until Transco has recovered its unrecovered gas cost of
$5,043,902 and at that time <the rate to Horth Carolina
Hatural will be reduced by Transco accordingly.

In Docket Ho., RP71-118 Transco proposed to reduce its
rates due to the elimination of the curtailment +tracking
increases. This  reduction will not affect Worth Carolina
Hatural's rates until! Horth Carolina Nataral recovers all
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increases relating +to curtailment as authorized by this
Coamission in Docket No. 6-21, Subs 83, 84, 85, B7, 88 anad
89, at which time WNorth..Carolina Natural is required to
reduce its rates as required by order of this Conmission.

The increase in rates sought by North Carelina Ratural in
this docket is .86# per Mcf (.8¢ per Mcf cost of gas
increase plus related gross receipts taxes) and will result
in an annual increase in cost of gas to Horth Carolina
Natural's customers of $316,745.

The North Carolina General Assembly adopted Chapter 1092,
Session Laws of 1971, ratified July 21, 1971, Yorth Carolina-
G.S5. 62-133({f) vhich provides as follows:

"Onless othervise ordered by the Commission, Subsections
(b), (c) -and (d) shall not apply to rate changes of
utilities engaged in the distribution of natoral gas
bought at wholesale by a utility for distribution to
consumers +to the extent such rate changes are coccasioned
by changes in the wholesale rate of such natural gas. The
Cousnission may permit such rate change to become effective.
sirultaneously with the effective date of the change in.
the wholesale cost of such natural gas, or at such other
time as the Comwmission may direct, This Subsection shall
not prohibit the Commission f£from investigating and
changing . nnreasonable rates in accordance with the
provisions of this Chapter. The public utility shall give
such notice, which may include notice by publication, of
the changes to interested parties as the Commission in its
discretion smay direct.n”

Pursuant to the anthority granted above to the Commission
by the Legislature, the Commission issued in Docket
Ho. G-100, sSub 14, requiring certain data as follows to be
filed with the Commission for the comsideration of increased
rates filed solely to recover increases in.the cost of gas
to a gas utility company in this State if approved by the
Federal Power Cozmission.

Pursuant to that order North Carolina Natural £iled the
folloving data:

I Summary of FNorth Carolina Natural rates and charges
as approved by this Conmission in Docket No..5-21, Sub B9.

2) Schedules of North Carolina Ratural rates and charges
vhich North Carolira Natural seeks to place in effect on
October 1, 1972, in Docket No. G-21, Sub 94.

3 Statement of original cost rate base.

4) Statement of present fair value rate base.

53 Statement showing plant balances and accrued
depreciation balances and depreciation rates.
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6) Statement of materials and supplies necessary for
operation of the Petitioner's business.

7) Statement showing amount of cash vorking capital
vhich Petitioner finds necessary to keep on hand.

B} Statement of net operating income for return for
tvelve months ended May 31, 1972.

93 Statement shoving effect of proposed increase in
rates.

10) Balance sheet and income statement for the year ended
May 31, 1972.

1M Statement shoving rate of return on rate base.
12) Statement shoving rate of return on equity.

13) A copy of the Pederal Pover Commission Order, under
vhich the wholesale price increase is to be incurred, will
be subnmitted as a late exhibit filed when available.

The data as filed was revieved and analyzed by the
Commission's Accounting and Engineering Staff and a report
of same submitted to the Commission for its consideration.

Notice of the proposed filing in this docket was given to
the public by North Carolina FRatural inserting a public
notice in various nevspapers throughout its service area in
North Carolina.

Based. on the application as filed and the records of the
Comunission in this docket, the Conmission nakes the
following

FINDINGS OF PACT

1) That North carolina Batural Gas Corporation is a
public utility subject to the ., jurisdiction of the Herth
Carolina Utilities Ccommission. .

2) The increase in the cost of gas vhich North Carolina
Ratural is seeking to recover in Docket No., 6G-21, Sud 94,
has been approved by the Federal Pover Comnission -effective
October—1, 1972.

N Worth carolina Ratural filed tariffs to recover this
increase in the cost of . gas plus related dross receipts
taxes to become effective on all gas sold on and after
october 1, 1972. All tariffs will be increased .86¢ per
Ncf.

L)) That the rate of return as approved by the Comaission
in Pocket Ho. G—-21, Sudb 61, issued on July 30, 1971, for the
test peried ending September 30, 1970, and that deteramined
by the Commission in this docket are listed belows
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Approved in Docket

No. G-=21, Sub 61 Present

September 30, 1970 Filing
0n investment 8.02 7.47
Oon equity 12.71 12,52

The return onr end of period investment and return on
equity in these proceedings have decreased from that £found
Just and reasonable by the Commission in the last rate of
return filing approved by this Comnission and nmade effective
July 30, 1971, after the adjustments for the proposed
increases as applied for herein.

CONCLOS IONS

In accordance with 6G.S.. 62-133(f) the Commission has
statutory authority to consider as a separate.item increases
in the cost of gas to gas utilities in Worth Carolina
occasioned by increases im cost of gas to them from their
vholesale supplier -‘as approved by the Federal Powver
Comnmission. The Coamission issued a general order in Docket
¥o. G-100, Sub 14, providing that after raviev of the data
filed by the natural ‘gas utilities as described therein, if
the Commission concludes from sach review and analysis that
the filings will not result in an increase in the company's
rate of return over that nost recently approved by the
Connission, that the pass-on of the .wholesale increased cost
of gas will be allowed.

The Conmmission considers  the f£filings and applications
herein as complying with G6.S5. ,62-133(f) as allowved to beconre
effective without hearing.

The Conmission concludes that in -this proceeding the rate .
of return of Worth Carolina Natural has decreased since the
last general rate proceeding 4in Docket ¥Wo. G-21, Sub &1,
vhich order was issued on July 30, 1971..

Based on the foregoing Findings of Pact and Conclusions,
the Conmmission is of the opinion that the rate increase as
filed by Horth Carolina Natural that seeks solely to recover

increases in the cost of gas to it from its supplier as
approved by the Pederzl Pover Commission should be allowed
as a filing pursuant %0 G.S._ 62-133(f) and should be
pernitted to becone effective withont hearing.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

!) That the tariffs filed by Korth Carolina Hatural Gas
Corporation as Exhihit No. 2 in Docket NWo. ,G-21, Sub 9%, be,
and are hereby, authorized to become effective on all gas
consuned on and after Qctober 1, 1972.

2) That at such time. that the rate to North Carolina
Ratural Gas Corporation:. is reduced as a result of
Transcontinental Gas Pipe Line .Corporation having collected
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its unrecovered gas cost that Borth Carelina Natural Gas
Corporation shall inmediately file on one day's notice
reduced tariffs reflecting this change plus applicable gross
receipts taxes.

3) That in the event the increases sought by
Transcontinental Gas Pipe Line Corporation in the various
Federal ‘Pover Commnission dockets upon which these rates are
based are reduced, Worth Carolina Watural . Gas Corporation
shall insnediately £ile ¢tariffs reflecting corresponding
decreases in its tariffs as anthorized herein.

) In the event any refunds are received by ¥orth
Carolina Natural Gas Corporation from Transcontinental Gas
Pipe 1Line Corporation as a result of action by the Federal
Pover Commission or if producer refunds flow through to
Transcontinental Gas Pipe Line Corporation which are in turn
passed on to North Carolira Watural Gas Corporation, all
such refunds, if any, shall be placed in the Restricted
Account Ho. 253 "0Other Deferred Credits® and shall be held
in said restricted account subject to disposition and
direction by the Worth Carolina Otilities Compission. .
Information concerning future refunds shall he furnished the
Conmission not less than 15 days from the date of receipt:
the information shall include the source thereof including
the docket numbers and order dates of any proceeding
involved in such refands.

) That the attached Notice, Appendix "aA%, be mailed to
all castomers along with the next bill advising them of the
actions taken herein.

ISSUED BY ORDER OF THE COMMISSION,
This the 29th day of September, 1972.

RORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
{SEAL)

ADPPENDIX ™AW
NOTICE

Opon application by North Carolina Natural Gas Corporation
the North Carolina Utilities Commission approved increased
rates on all gas consumed on and after October 1, 1972._ The
increase approved results in an increase of .86¢ per Hcf on
all rate schedules. This increase allovws North Carolina
Hatural Gas Corporation to recover only the increase in cost
of gas to it fros its supplier, Transcontinental Gas Pipe
Line Corporation, plus related gross receipts taxes, which.
increase has beeh approved by the Federal .Povwer Commission. .
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DOCKET NKO. G-3, SUB 45
DOCKET HO. G-3, SOB 46

BEFORE THE WORTH CAROLIKA UTILITIES CONNISSION

- In the Natter of :
Application of Pennsylvania and ) ORDER ALLOWING
Sonthern Gas Company (North Carolina } PARTIAL INCREASE
Gas Service) for an Adjustment of IN RATES ARD
Rates and Charges. CHARGES

BY THE COHMMISSION: oOn August 13, 1971, Pennsylvania and
Sonthern Gas Company (North Carolina Gas Service), in Docket
No. G-3, sSub 45, filed an application with the North
Carolina Utilities Commission for an adjustment of its rates
and charges for natural gas service and for approval of new
rate schedules containing Purchased Gas Adjustment Clauses
in order that it might recover increases in the cost of gas
to it from its suppliers, Transcontinental Gas Pipe Line
Corporation (Transco) and Public Service Company of Horth
Carolima, 1Inc., (Bublic Service). The conmission on
Rugust 19, 1971, issued its order suspending the rates filed
on August 13, 1971. :

On October 1, 1971, North Carolina Gas Service filed an
Amendment to its Petition in order that it anight recoup
additiomal increases in the cost of gas to it from Tramsco
and Public Service. On October 19, 1971, Horth Carolina Gas
Service filed an Undertaking pursuant to G.S. 62-135 in
order that it might put into effect the increasei rates
filed for on Auwgust 13, 1971.

Cn October 21, 1971, the Commission issued its order,
alloving amendment to update  filing of oOctober 1, 1971,
suspending the rates filed in the Amendment to the Petition,
and further required Worth Carolina Gas Service to file
additional data as required in its order, Docket No. G-100,
Sub 14.

On MWovember 10, 1971, an Undertaking was filed by Horth
Carolina Gas Service pursnant to G.S. 62-135 in order that
it might put into effect the increased rates sought in its
Apendment to its Petition dated October 1, 1971.

on November 19, 1971, the Commission approved the .
Undertaking £iled by the North €arolina Gas Service under
date of November 10, 1971,

On Fovember 22, 1971, North Carolina Gas Service filed a
Second Amendment to its Petition in order to recoup that
part of the increased cost of purchased gas vhich it failed
to include in certain rate schedules in the Petitiog’ and
first Amendment to the Petition. .This vas a $0.12 per NCF
increase in storage demand cost (GS5-Service) from Transco
vhich becane effective July 1, 1971.
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On Decegber 21, 1971, the Comnission issued its Order
suspending the rates filed by North Carolina Gas Service inm
its Second Anmendment to the Petition filed on Fovember 22,
1971, :

Each of the above increases filed by North Carolina Gas
Service seeking to recover the increased cost of gas to it
from its suppliers in Dpocket No. G-3,; Sub 45 has bheen.
approved by the Pederal Power Commission or by this
Commission.

Belov are listed the increases in the cost of gas to Horth
Carolina Gas Service as contained in Docket ¥o, G-3, Sub 45:

(1) Effective July 1, 1971, Transco increased the demand
charges for its GSS service from $1.42 MCF/month to $1.50
NCF/ponth.

(2) Effective July 26, 1971, Transce increased its CD-2
rates by .1¢ per HACF,

(3) Effective August 2, 1971, Transco increased its CD=2
rates by .6¢ per MCF. )

{4) Worth cCaroclina Gas Service purchases gas from Public
Service which provides for an automatic adjustment in 1its
tariffs to reflect increases in cost of gas purchased fron
Public Servize's supplier, Transco. '

(5) The WNorth. Carolina Utilities Ccomeission approved
increased rates for Public Service effective June 1, 1971.
North Carolina Gas Service purchased gas from Public Service
under Rate Schedule No. 13, Sales to Public Utilities, which
rates were increased from 20% to 30% above the Transco
conpodity rate. ;

{6) Effective RNoveaher 14, 1971, Transcce increéased its
CD-2 rates by 1.2f/NCF.

{7y Effective November 14, 1971, Transco increased its
Cb-2 rates by .1¢/HCF..

In order for WNorth Carolinra Gas Service to recover the
increased cost of gas to it as listed above, plus related
gross receipts tax and fees related to it, N.C. Gas Service
filed rate schedules which would increase the cost of gas to
its customers by 2.2¢ per HCF. These increased rates would
increase the revenues paid by Horth Carolina customers to
H.C. Gas Service by $79,925 annuvally. These increased rates
became effective on December 14, 1971, pursuant to the
General Statutes and under the Undertaking filed by R.C. Gas
Service. ’

Oon December 16, 1971, in Docket No. G-3, Sub 46, R.C., Gas
Service filed a second application with the Commission in
order to increase its rates and charges to recover further
increases to it in the cost of gas from Transco and Public
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Service. The increases in the cost of gas which H.C. Gas
Service is seeking to recover in this docket fror its
suppliers, Transco and Public Service, are filed to beconme
effective Januwary 15, 1972. These 1increases have been
approved by the 'Pederal Power Conmission and the North
Carolina Utilities Coemission effective Janwary 1, 1972,
The increases in cost of gas which N.C. Gas Service is
seeking to recover in Docket No. G-3, Sub 46 are 1listed
belovs:

Transcontinental - CD-2 Rates
{(n Demand charges increased by 4¢ per month per
MCF.
(2 Commodity charges increased by 1.3f¢ per MCF.

GSS Rates .
{1 Demand charges increased by 4¢ per momnth per
MCF.
(2) Conmodity charges increased by 1.3¢ per HCF.,
P5=-2 Rates
{n Demand charges increased by 2¢ per month
per HCF, .

(2) - Ccommodity charges increased by 1.3¢ per ACPF.

N.C. Gas Service purchases gas from Public Service under a
contract vhich prov;des for an.automatic adfustment in its
tariffs to reflect increases in cost of gas purchased from
Public Service Company's supplier, Transco..

Oon August 6, 1971, N.C. Gas Service entered into an
agreement with Transco to increase its Storage Desand from
2,200 nMCF to 2,650 NCP per day and to increase its Storage
Capacity Volume from 116,400 NCF to 140,630 MCF. Although
this contract became effective April 1, 1971, the increased
charges for this service were not billed until October,
1971%.

N.C. Gas Service has also entered into a service agreement
vith Transco for additional. gas under LG~A Rates which
became effective November 1, 1971. The aqreenment provides
for 140 MCF¥ maxipum daily volume and for 2,540 NCF annually.
In addition, W.C. Gas Service has increased its propane air
(Peak Shaving) capacity by 1,520 NCF per day.

In order to recover these increases in the cost of gas,
H.C. Gas ' Service has filed revised tariffs to becone
effective on January 15, 1972, on all bills renderedi. These
increased rates increase the reveunue paid by Worth Ccarolina
custorers to E.C. Gas Service by $73,877. The total anount
of the increase in revenue in the two dockets referred to
above from its WNorth Carolina customers will increase the
revenae of N.C. Gas Service by $153,802 annually.

The North Carolina General Assembly adopted Chapter 1092,
Session Laws of 1971, ratified July 21, 1971, Worth Carolina
G.5. 62-133(f) -which provides as follows:
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"Onless otherwise ordered by the Commission, Subsections
(b), (), and (d4) shall not apply to rate changes of
ntilities engaged in the distribution of natural gas
bought at wholesale by a utility for distribution to
consumers to the extent such rate changes are occasioned
by changes in the wholesale rate of such natural gas. The
Compission may permit such rate change to become effective
simaltaneously vith the effective date of the change in
the vholesale cost of such natural gas, or at suck .other
tipe as the Commission may direct. This Subsection shall.
not  prohibit the Compmission from investigating and
changing unreasonable rates in accdrdance with the
provisions of this Chapter. The public utility skall give
such notice, which may include notice by publication, of
the changes to interested parties as the Commission in its
discretion may direct.m

Pursuant to the authority granted above to the Commission
by the Legislature, the Conmpission issued its Ordef in
Docket FWo. G-100, Sub 14, requiring that certain data as
follows, -be filed by gas utilities vith the Conmission for
the consideration of increased rate filings solely to
recover increases in the cost of gas to a gas atility if
approved by the Pederal Power Conmmission.

Pursmant to that Order, WN.C. Gas Service filed the
following datasz

(1} Schedules of H.C. Gas Service rates and charges which
N.C. Gas Service is collecting pursuant to the order of this
Conmission dated Woveaber 19, 1971.

(2) sSchedules of N.C., Gas Service proposed rates and
charges which N.C. Gas Service seeks to place 1in effect,
BRule RI-17(b) {2).

(3) sStatement showing the orxglnal cost of all pPLoperty
of N.C. Gas Service used or useful in the public service to
vhich the proposed increased rates relate as of
September 30, 1971. Rule R1-=17 (b) (3} .

(4) Statement showing the fair valune of all property of
H.C. Gas Service used or useful in the public service to
vhich the proposed increased rates relate as of
Septeober 30, 1971, together with a statement showing the
nethod used in calculating same. Rule R1-17(b) (4).

(5) Statement of accrued depreciation of all property to
which the proposed increased rates relate as of
September 30, 1971, and of +the rates and methods used in
computing the amount charged to depreciation. Bule &R1-
17(b).(5) :

(6) Statement of materials and supplies as of
Septenber 20, 1971. Rule R1-17 (b) {6).
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{7) Statement of cash working capital H.C. Gas Service
finds necessary to keep on hand for the efficient,
economical operation of its business as of September 30,
1971. Rule R1-=17(b) {7).

(8) Statement of gross revenues received, operating
expenses, and net operating income for return on investment
for the 12 aonths ended September 30, 1971, as the sane
appear on the books with adjustnents showing the additiomal
costs of gas frosm its suppliers and the additional expenses,
and the rates of return on the original cost rate base and
the fair value rate base and earnings on common equity.
Rale R1-17(h) (B & 9).

{9) Balance sheet as at September 30, 1971, ard income
statement for the 12 nonths ended September 30, 1971, Rule
R1-17(b) (10).

{10) -Statement of computations of increase per NCF needed
to recover costs associated wvith increases in TW.C.. Gas
Service's wholesale costs of natural gas.

N.C. Bas Service.requests that the Commission consider the
filings in these consolidated dockets under G.S., 62-133(f)
and under the procedures establisbed by the Coanmission in.
Docket No. G-100, Sub 14.

The data as filed wvas revieved and analyzed by the
Commission's Accounting and Engineering Staff and a report
of same submitted to the Commission for its consideration.

Wotice of ¢the proposed £ilings in these consolidated
dockets was given to the public by R.C. Gas Service
inserting a pablic notice in various newspapers throughout
its service areas in Worth Carolina. These notices vere
published in- these various newspapers, pursuant to the
direction of the Compission, Based on the applications as
filed and the - records of the conmmission in these
consolidated dockets, the Coomission makes the folloving

PINDINGS OF FACT

1} That Pennsylvania and Southern Gas Company (§.C. Gas
Service) is a peblic utility subject to the jurisdiction of
the North Carolina Utilities Commission. .

2y That H.C. Gas Service's rates were increased omn all
bills on and after December 1, 1971, pursumant to the
Ondectakings €£iled and approved by this Comnission in order
to recover the increases in cost of gas to it from its
suppliers as listed herein. (Docket Fo. 5-3, Sub 45)

k)] All the increases in the cost of gas contained in the
applications in Docket Wo. G-3, Sub 45, have been approved
by the Federal Power .Comaission or this Copmission.
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¥ H.C. Gas Service is seeking to recover, in Docket No.
G6-3, Sub 45, increases in all its rates of 2.2¢ per HCF with
the exception of Rate Schedule T.X. which is increased by
3.59¢/MCF.

5) The increases im the cost of gas which N.C. Gas
Service is seeking to recover in Docket WNe. G-3, Sub 46,
have been approved by the Federal Power Commission in Docket
Ho. RP72-78 effective January 1, 1972, The increases to
W.C. Gas Service from Public Service. are the result of
Public Service's tracking of Transco's increase.approved in
RP72-78.

6) F.C. Gas Service filed tariffs +to —re<cover these
increases in cost of gas plus related gross receipts tax to
becone effective on all bills rendered on and after
January 15, 1972,

N That ¢the rates of return approved by the Commission
in the last general rate case (July 26, _1971) and those
determined by the Comnmission in this proceeding are listed
below:

Approved in Docket Docket No. &-3,

Yo, G=3, Sub 42 _..Sub 46

Return on enl-of-period
investrent 9.80 8.00
Return on equity 14.98 10.27

The return on end-of-period investmzent and the return on
equity in this proceeding have decreased from that found
Just and reasonable by the Commission in Docket No. G-3,
Sub 42, after the adjustment for the proposed increases as
applied for herein.

CONCLUSTONS

In accordance with. G.5. 62-133(f) the Conmission has
statutory aunthority to consider as a separate iter increases
in the cost of gas to gas utilities in North Carolina
occasioned by increases in cost of gas to them £from their
wholesale suppliers as approved by the Federal Power
Comrission. The Commission issued a General oOrder in Docket
Ro. G-100, Sub 14, providing that after reviev .of the data
filed by the natural gas utilities as described therein, if
the Conamission concludes frof such review that the filing
¥ill not result in am increase in the Company's rate of
return over the rate.of return most recently approved by the
Conaission in the last general rate case that the pass-on of
the vholesale increased cost of gas would be allowed. The
Conmission considers the filings and applications herein as
complying with G.S. 62-133(f) as alloved to become effective
vithout hearing (except that the portion of the rate
increase relating to the increase in the 6S5 allotment, the
nev LG~A Service, and the portion of the rate increase
relating to the increase in propane air capacity, vhich the
Commission concludes does not fall vithin +the @=eaning of
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G«S. 62-133({f).. as an increase occasioned by an increase in
the vholesale . gas cost and for that reason should be
denied). . ;

The Commission concludes +that 3in these consolidated
proceedings that the rate of return of W.C. Gas Service has
decreased since the last general rate proceeding in Docket
¥o. 6-3, Sub 42, which Order was issued on July 26, 1971.

Based on the foregoing Pindings of Pact and Conclusions,
the Commission is of the opinion that the rate increases
filed by Worth Carolina Gas Service that seeks solely to
recover increases in the cost of gas to it from its
seppliers as approved by the Pederal Power Coomission and
this Commission should be allovwed as a filing pursuant to
G.5. 62-133(f) and should be permitted to become effective.
vithout hearing and that portion of the rate increase in GSS
Service, 1G-A Service, and the additional expense in cost of
gas resulting from the increase in capacity to produce
additional propane air shonld be denied. '

IT I5, THEREFORE, ORDERED:

1) That the tariffs filed by Pennsylvania and Southern
Gas Company (North Carolina Gas Service) in Docket Wo. G-3,
Sub 45, which became effective under the Ondertaking on all
bills on and after December 15, 1971, be, and are, hereby
-aathorized to become effective as filed.

) That - the. tariffs affecting the firm rate schedules
filed by North Carolina Gas Service, in Docket No. gG-3,
Sub 46, on all bills on and after Jansary 15, 1972, be
denied.

3) That North carolina Gas Service shall file revisead
tariffs in Docket Fo. 6-3, Sub 46, applicable to its firnm
customers ‘reducing the increase in firms rates from $.059 per
NCF to $.033 per ECF on all bills on or after January 15,
1972, to be filed with the Comaission on one day's notice, -

4y - That the interruptible tariffs filed by HNorth
Carolina Gas Service in Docket Fo. 6-3, Sub 46, be, and are,
hereby authorized to become effective on all bills on and
after Japuary 15, 1972.

5) That in the event the increases sought by
Transcontinental Gas Pipe Line Corporation in +the various
FPederal Power Comaission dockets, upon which these rates are
based, are reduced or if the effective dates are changed,
that North Carolina Gas Service shall immediately file
tariffs paking corresponding decreases in the tariffs as
approved herein or file tariffs changirg the effective date
to 15 days after the effective date of the approval by the
Federal Powver Commission.

6) In the event the Pederal Power Comnission or the
Pederal Price Commission make changes in the wholesale rates
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to FHorth Carolina Gas Service retroactively or if refunds
are received from Tramscontinental Gas Pipe Line Corporation
as a result of regulatory actions, or if producers! refunds
flow through to Transcontinental Gas Pipe Line Corporation
vhich are in turn passed on to North Carolina Gas Service,
all such refunds and the retroactive portion of ary rate
change, if any, shall be placed in the restricted account
for further orders of this Commission.

7 That the attached Notice, Appendix "A", be mailed to
all customers along with the next bill advising them of the
actions taken herein.

ISSUED BY ORDER OF THE COMMISSIOR.
This the 12th day of January, 1972.

HORTH CAROLINA UTILITIES CONMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

APPENDIX ™A™
NOTICE

Upon application filed by Peansylvania and Southern (North
Carolina Gas Service), the Worth carolina Dtilities
Counnmission has approved increase in rates vhich have been
effective under bond by North carolina Gas Service since
December 15, 1971, in the amount of 2.2¢ per Wcf. Upon
further application by Horth Carolina Gas Service, the
Conmission approved increased rates to become effective on
all bills on and after January 15, 1972, in the amount of
3.3¢ per Hcf applicable to its firm rate schedules and 1.4¢
per #cE on interruptible rate schedules. These increases
allow North <cCarolina Gas Service to recover only the
increases in the cost of gas ¢to it from its suppliers,
Transcontinental Gas Pipe Line Corporation and Public
Service Company of North Carolina, 1Inc., which increases
have been approved by the Pederal Povwer Conmmission and this
Comnission.

Pennsylvania and Southern Gas Company,
Horth Carolina Gas Service Division

DOCKET NO. G-3, SUB 47
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Penmnsylvania and Southern
Gas Company (North Carolina Gas Service
Division) for an Adjustment of its
Rates and Charges and for Approval of
Parchased Gas Adjustment Clause

ORDER DENYIHG

RATE INCREASES
FILED TO BECOKE
EFFECTIVE FEB-
RORAY 15, 1972

L e



264 GAS

BY THE COMMISSION: On Jancary 12, 1272, Pennsylvania and
Southern Gas Coumpany (North Carolina Gas Service) filed with
the North Carolina Utilities Comrission {Commission) an
application in the Docket 1listed in the caption for
aunthority to increase its rates and charges in order thkat it
might recoup increases in the cost of gas fronm
Transcontinental Gas Pipe Line Corporation (Transco)} and for
approval of purchased gas adjustment clause.

Based on the application as filed and the other records of
the Comeission, the Commission makes the following:

FINDINGS OF FACT

1) North cCarolina Gas Service is a natural gas company
operating in the State of North Carolina subject to the
Jurisdiction of the North Carolina Utilities Commission.

2) On January 12, 1972, North Carolina %as Service filed
increased rates which it seeks to recover from its customers
in Docket No. G6-3, Sub 47, $17,376 on an annual basis. This
filing results in an ipcrease in each rate to all of its
customers of .7 cents per Hcf.

3) Transco on Decerber 29, 1971, in Docket No. RP71-118
€iled a tracking rate to recoup curtailment credits pursuant
to the settlement agreement approved by the Federal Power
Commission on November 15, 1971. This £3iling by Transco
results in an increase in the cost of gas to North Carolina
Gas Service of .7 cents per Mcf.

4y Transco in its f£filing with +the Pederal Power
Cornission dated December 29, 1971, (RP71-118) states that
it has refunded to its customers the balance in the
"peferred Cost Account" of $3,424,184. HNorth Carolina Gas
Service received $11,903.18 of this amount through
December 1, 1972. This refund results from the demand
charge <credits relating ¢to the portion of the curtailment
volumes for the period June through Wovemher 1971.

3) Transco in accordance with the settlement agreenent
approved by the Federal Power Commission filed a tracking
provision seeking to recover the $3,424, 184 it refunded by
increasing the rates of the affected rate schedules by .7
cents per Ycf. The .7 cents per Acf was arrived at by
div iding $3,424,184 by the volume of gas delivered under the
affected rate schedules which amounted to 464,595,703 HMcf
and covers the same period for which the credits wvere
calculated.

Transco under the settlement agreement simply refunded the
curtailment credits of $3,424,184 to its customers and then
filed a tracking rate in the amount of .7 cents per Ncf to
recover these dollars from its customers. The tracking
increase of .7 cents per Hcf will terminate when Transco
collects from its customers the $3,424,184,
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6) Transzo will track the demand charge credits for the
period December 1971 through April 15, 1972. Transco 1is
anthorized under the settlement agreement to file tariffs to
recover demand charge credits once each quarter. The
tracking of demand charge credits terminates April 15, 1972,
in accordance with the settlement agreement.

) The £iling by Worth Carolina Gas Service in this
docket was made under the provisions of G.S5. 62-133(f), and
it =scebhaittel the data required by the Commission in its
order in Docket Ro. G-100, Sub 14,

Based on the £oregoing findings of fact, the Commission
arrives at the following:

CONCLUS IONS

The cComeission in approving increases in rates occasioned
by the increase in the cost of gas to gas distributors in
North Ccarolina pursuant to G.S. 62-133 (f) has provided that
tefunds received by North Carolina distributors be placed in
a rtestrictive account for further orders of the cCommission,
This provision was ingerted in the recently issued North
carolina Gas Service tracking filings in Docket No. G-3,
Sub 45 and G~-3, Sub 46, issued on Januwary 12, 1972. North
carclina 6Gas Service has received the amount of $11,903.18
in refunds related to the demand charge curtailments, which
vere refunded by credit to the cost of gas on the monthly
gas bills of Horth Carolina Gas Service from Transco. The
credits cover a six-month period.

The increased rates applied for herein seek to recover
from its customers an amount equivalent to the refund made
to Horth Carolina Gas Service, if equated to an equivalent
tirme period. T1If the Commission authorizes the rates as
herein applied for and requires ¥orth carolina Gas Service
to refund the refunds received by North Carolina fGas Service
from Transco by credits to the gas bill over the sare time
period, it is obvious that cne would tend to cancel the
other and that no benefits would accrue to North Carolina
Gas Service's custonmers or to Horth Carolina Gas Service.

The Commission further believes that on analysis that this
increase is not the type of increase in rates contemplated
by the Legislature in accordance with G.5. 62-133 (f).

The Coarission is of the opinion that for the reasons
stated herein that the request by Worth Carolina Gas Service
to increase its rates to track the curtailment credits for
the denmand charge adjustment as filed herein should be
denied.

IT IS, THEREFORE, ORDERED AS POLLOWS:
That the application filed by Pennsylvania and Southern

Gas Company {North carolina Gas Service) for authority to
increase 1its rates and charges on Janwary 12, 1972, to
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become effective on Pebruary 15, 1972, in Docket ¥No. G-3,
sub 47, be, and is hereby, denied.

ISSUED BY ORDER OF THE COMMISSION.
This the 26th day of January, 1972.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Katherine M, Peele, Chief Clerk

DOCRKET NO. G-3, SUB 48
BEFORE THE NORTH CAROLINA UTILITTES COHNISSION

In the Matter of
Pennsylvania and Southern Gas }
Company (North Carolina Gas ) ORDER APPROVIRG INCREASED
Service Division), Filing ) RATES AND ESTABLISHING
of Increased Rates to Re~ ) PROCEDURES TO RECOVER
cover Increases in Cost of ) INCREASED COST OF GAS
Gas to It from Tts Supplier )

BY THE COMMISSION: Oon June 30, 1972, Pennsylvania and
Southern Gas Coapahy (North Carolina Gas Service) f£iled with
the Horth Carolina Utilities Commission (Commission) a
Second Amendment to Tts Original Petition in Docket Ho. 6-3,
Sub 48 for authority to increase its rates by 1.80¢ per Ncf.

This filing wvas made to recover increases ir cost of gas
to Horth Carolina Gas Service from Transcontinental Gas Pipe
Line Corporation (Transco). The above increases sought to
be recovered by North Carolina Gas Service result from the
approval of the interim settlement agreement by the Federal
Power Conmission in Transco bocket Ho. RP71-118 on
November 15, 1971. These increases 1in cost of gas fron
Transco result from the fact that Transco, under its present
supply conditions, cannot deliver to HNorth Carolina Gas
Service full contract volumes and is not expected to be able
to deliver full centract volumes in the foreseeable future.

Transco makes no reduction in the cost of gas for the
curtailed volumes and the demand charges related thereto.
Under these circumstances FNorth Carolina Gas Service
Ceceives less gas but pays the same demand charge which
results in an increase in cost of gas to North Carolina Gas
Service,

In accordance with the settlement provisions, Transco
increased its rates to North Carolina Gas Service effective
February 1, 1972, in the amount of .7¢ per #cf. This
increased rate will pernit Transco to recover curtailment
credits paid to its customers in the amount of $3,424,184.

In Transco's second filing under the settlement agreement,
it seeks to recover $6,557,437 covering the curtailment
credits for the nonths of December 1971 and January and
Febryary 1972, by 4increasing its rates by 1¢ per MHcf
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effective May 1, 1972, to Worth Carclina Gas Service and to
its other customers, shich increased rates will remain in
affect until such time as Transco will recover $6,557,437 of
curtailment credits paid to its customers plus additional
credits for March 1 through April 15, 1972Z. From April 16,
1972, through Wovember 15, 1972, Transco will make no
adjustment in the cost of gas relating to cartailed volames
and the demand charge applicable thereto.

This application was filed pursuant to G.S. 62-133(f) and
in accordance with the Commission's oOrder in Docket
No. G-100, Sub 14, vhich establishes procedures for
ntilities in order to recover increased cost of gas where
occasioned 'by an increase in vholesale cost of gas from its
suppliers.

Based on the Jdata filed by North Carolina Gas Service
pursuant to G-100, Sub 14, the Commission nakes the
following

FINDINGS OF FACT

L} That WNorth Carolina Gas Service is a public utility
subject to the jurisdiction of the North Carclina Utilities
conmmission and authorized to do business in the State of
North Catolina.

) That the increase 4in cost of gas to Forth Carolina
Gas Service results from the settlement agreement filed by
Transco and approved by the Federal Power Commission in
Docket HNo. BRP7T1-118 in which settlement agreement theé
customers of Transco, in this case WNorth cCarolina Gas
Service, have received crédits to its gas bills through
February 1972 and will receive additional credits to
April 15, 1972, These demand charge credits will be
recovered by Transco through increased rates to VWorth
Carolina Gas Service pursuant to the settlement agreenent.
North Carolina Gas Service, through this transaction, does
not recaver its increased cost of gas uanless it is
anthorized to collect increased rates.

3 That from April 16 through November 15, 1972, North
Carolina Gas Service will continue to pay the depand charqge
related to curtailed volumes; however, no tracking by
Transco of this amount is provided for im the settlement
agreement. Said curtailments will result in increased cost
of gas to North Carolina Gas Service thromghout this period.

43 That the rate of return allowved by this Commission to
North Carolina Gas Service im its last general rate of
return case, Docket Wo. G-3, Sub 42 was 9.69 percent on end
of the petriodl rate base.

5) That the rate of return earned by North Carolina Gas
Service in Docket No. G-3, Sub 48 of 6.34 percent on end of
the period rate base had decreased from that found to be
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just and reasonablé by the Commission in Dodket FRo. 6-3,
Sub 42.

Based on the foregoing Findings of Pact, the Commission
makes the following

CONCLUSIONS

1) That the increase applied for herein by HNorth
Carolina Gas Service is an increase in the cost of gas as
provided for in G.S. 62-133(f) and should be allowved to
become effective pursuant to the procedures established by
the Comnission in Docket No. G-100, Sub 14,

2) That the rate of return of North Carolina Gas Service
has decreased from that found to be just and reasonable by
the Commission in Docket No. G-3, Sub 42, the last general
rate case, after adjusting for the increased rate applied
for and the increased cost of gas from its suppliers.

)} That the amount of increase in cost of gas to North
Carolina Gas Service from Transco will vary from month to
month depending on the amount of gas curtailed and that in
order to enable Worth Carolina Gas Service to recover only
the increased cost of gas to it from its supplier in a
onifore and systematic manner, North <Carolina Gas Service
should be allowed to increase its rates by 1.80¢ per Mcf.
In otder to assure that North Carolina Gas Service recovers
only the increase in cost of gas, WNorth Caroclina Gas Service
should be required to establish a memoranda account entitled
Curtailment Credits for Tracking of Gas Cost (memoranda
account) recording as debits all demand charges relating to
curtailment volumes for the period provided for in the
interim settlement agreement and to credit said memoranda
account vwith the revenues received (less gross receipts tax)
by NWorth Carolina Gas Service from a proposed increase in
rates to become effective on one day'’s notice. This
proposed increase of 1.80¢ per Mcf applicable to all rate
schedules should permit North Carolina Gas Service to
recover the increased cost of gas related to curtailment
volupmes within a reasonable period of time.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

1). That Pennsylvania and Southern Gas Company (North
Carolina Gas Service} be allowed to file tariffs increasing
all rates by 1.80¢ per Hcf, said tariffs %o be filed on omne
day's notice.

2) That Pennsylvania and Southern Gas Company (North
Carclina Gas Service) shall establish a nemoranda account
entitled Curtailment Credits for Tracking of Gas Cost,
recording as debits all demand charges relating to curtailed
volumes and crediting to sald account the revenues received
from the increase in rates as provided herein (less gross
receipts tax , until said account approaches a zero balance:
and wvhen this account approaches a zZero balance,
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Pennsylvania and Southern Gas Company (North Carclina Gas
Service) shall file on one day's notice revised rate
schedunles terminating the increase in rates herein granted.

3) That this nmemoranda account shall be credited with
any dollar amount recorded in Accoumt Ro. 253 that have been
accumulated by Pennsylvania and Southern Gas Company (Rorth
Carolina Gas Service), as provided for in this’ Conmmission's
order in Docket Wo. G-100, Sub 4.

uy That Pennsylvania and Southern Gas Company {North
carolina Gas Service) shall submit +to +the Conmmission its
initial entries on its records as provided for herein and
further shall submit monthly statements of the transactions
in the permoranda account, using sub-account nunmbers to
identify the activity in this account by the Federal Povwer
Conmission and the North Carolipa Utilities cCommission
docket numbers.

5) That this oOrder shall remain open for such further
orders of the Commission as may bhe required.

ISSUED BY ORDER OF THE COMHISSION.
This the 19th day of July, 1972.
FORTH CAROLINA UTILITTIES COMHISSION
{SEAL) Katherine 4. Peele, Chief Clerk
DOCKET NO. G-3, SUB 48
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION
Tn the Matter of
Application of Pennsylvania and

Sonthern Gas Company (North Carolina
Gas Service Division) for am Adjust-

ORDER ALLOWING
PARTIAL INCREASES
IN BEATES AND

— S

ment of Tts Rates and Charges CHARGES

HEARD IN: The Hearing Room of the Commission, Ruffin
Building, Raleigh, North Carolina, on July 25,
1972

BEFPORE: Chairman Narvin R. Hooten, Presiding,

Commi ssi oners John W. #cDevitt, Hugh A. Wells,
and Miles H. BRhyne

APPEARANCES:
For the Applicant:
James T. Hilliams, Jr.
Mclendon, Brim, Brooks, Pierce and Daniels

Attorneys at Lavw
P. 0. Draver U, Greenshoro, Horth Carolina
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For the Commission Staff:

Bdward B. Hipp

Commissjon Attorney

217 Ruffin Building

Raleigh, Worth Carolina 27602

No Protestants

BY THE COMNISSION: Pennsylvania and Southern Gas Company
(North carolina Gas Service Division) hereinafter referred
to as "applicant™ filed witk the Commission on Februmary 29,
1972, an Application seeking authority to adjust and
increase its rates and charges by approximately 8.36 percent
vhich results in an annval increase in rewvenne ¢to the
Applicant of approximately $211,000. The increase vas
sought to be nade effective on bills on and after April 1,
1972.

By Order issued by the Commission on March 9, 1272, the
Commission suspended the rates applied for, ordered an
investigation into the justness and reasonableness of the
rates and established the test period as the 12-month period
ending March 31, 1972, to he used by the Conmpany, the
Commission staff, and other parties in preparing schedules,
audits, and other exhibits, fThat order further declated the
Application in this cause to be a general rate case under
the provisions of G.S. 62-133 and ordered the Compahy to
conply with G.S. 62-133 and Rule BR1-17 and R1-24 of +the
Conmission's Rules and Regulations.

tn May 12, 1972, the Applicant filed an Amended Petition
and Motion for Leave to Amend in whick the Applicant seeks
to recover additional 3increases in the cost of gas and
additional increases in the cost of doing business.

By Order issued June 6, 1972, the Commission alloved the
Amendment, required N¥otice to the Public, and suspended the
increased rates.

On July S, 1972, the Conmmission extended the time to
July 15, 1972, for filing staff exhibits in this Docket.

on June 30, 1972, Applicant filed a Second Amendment to
jts Petition in which it seeks to track increased rates
relating to the demand charges related to curtailed volumes
from its supplier, Transcontinental Gas pipe Line
Corporation (Transco) in the arount of 1.8¢ per Hef.

on July 19, 1972, the Commission allowed the tracking of
increased cost of gas as applied for by the Applicant in the
Second Amenrdment in the amount of 1.8¢ per Mcf and further
established an accounting procedure to be followed by HNorth
Carolina Gas Service to permit it to recover only the demand
charges related to the curtailment volanmes. The OoOrder
further provided monthly statements to be filed with the
Comnnission accounting for these entries.
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The Application in this cause was called for hearing on
July 25, 1972. ¥o one appeared at the hearing to protest
the Applications.

SUMMARY AND ANALYSIS OF EVIDENCE
General

Pennsylvania and Southern Gas Cowmpany is incorporated
under the laws of the State of Delaware and is domesticated
and doing business in the State of North Carolina.. The
Company's principal office is located at 103 South Elmer
Avenue, Sayre, Pennsylvania. Pennsylvania and Southern's
¥orth Carolina Gas Service bivision is an operating bivision
of Pennsylvania and Southern Gas Company and it is engaged
in the Qdistribntion of natural gas in the towns of
Reidsville, Rden, Madison, Mayodan, and other rural areas in
Rockingham County. In addition, the pivision -serves
industries and tural areas in Beaver Dam Township in Stokes
County. The area secved by this Company has amn aggregate
population of approximately 94,000 people at the present
time. The North Carclina Gas Service Division bhad 7,921
natural gas customers at March 31, 1572. The operating
revenues derived From the sale of natural gas for the 12
months ended MNarch.31, 1972, vere approximately 43 percent
from residential customers, 12 percent Efrom commerc¢ial
customers, 6 percent from f£irm industrial customers acd 39
percent from industrial interruptibdle castomners. The
distribution systen maintained.by North Carolina Gas Service
. contains approximately 290 miles of pipe ranging in size
from two to eight inches in diameter. From Deceaber 31,
1960, to March 31, 1972, the average number of customers
served by North Carolina Gas Service increased fron 2,586 to
7,711 or an increase of 198 percent. Mcf sales increased
froa 1,416,671 Mcf to 3,227,428 #dcf of natural gas
representing an increase of 128 percent.

The last general rate case of Borth Carolina Gas Service
vas during the year 1961, Docket No. §-3, 3ub 20. Since
1961, North Carolina Gas Service has reduced rates to its
custosers five times. Beginning on July 26, 1971, through
March 31, 1972, Transcontinental Gas Pipe Line Corporation,
the only supplier vhich supplies gas to Worth Carolina Gas
Service, has increased the cost of gas to Worth Carolina Gas
service six times, In addition to these increases im cost
of gas, most of which have been passed on to consuners
through procedures established by this Commission, the
Company has experienced ah increase in cost of lahor,
materials, supplies, taxes and inmsurance; an increase in
government controls requiring additional personnel; and more
record keeping and reporting, all of which have increased
the cost of doing business.

North Carolina Gas Service along with other gas utilities
in North Catolina- have heen experiencing curtailment of its
gas supplies from Transcontinental. previous to this
patural gas shortage, North Carolina Gas Service bhas been
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able ¢to increase the guantities of gas for sales thereby
increasing its growth rate and sales base to offset rising
costs. Since PFebruary 1961, North Carolina Gas Service's
investment 3in plant has increased from $1,839,038 to
$4,435,744 at Harch 31, 1972, an increase of 151 percent.

Horth Carg;;gg Gas Service's Revenues under Present and
Provosed Ra tes

North Carolina Gas Service estimates its revenues under
present rates to be $2,432,277. The Staff estimates these
revenues to be $2,428,451, a difference of $3,826. This
difference comes about by two adjustments.. A booking of an
error to revenue of $770 and an adjustment bhetween the
calculation for temperature adjustment of $3,056 making a
total of $3,826. The Company agreed that +the Staff's
cdlculations vwere correct and therefore the Conmission feels
that the $2,428,451 figqure used by the Staff is appropriate
for the revenue at present rates. The Company estimated
that its ravenues after the f£filed for increase would be
$2,709,277. The Staff figure was $2,668,288. The Company
adpitted that the sStaff figqures, being based on a more
detailed stuly would be more accurate. The Comnission has
determined that North Carolina Gas Service is entitled to an
additional 3$175,294 in gross revenues fronm vhich it
determines the probable future revenues to be $2,603,745
based on end of period customers. The rates deternined to
produce this additional revenue and the revenue calculations
are attached to this oOrder marked Appendix WNo. 1 and
Appendix No. 2.

Operatjng Revenue Deductions

The Company estimated that its total operating revenue
deduct ions wonld be $2,256,537. The Staff estimates that it
would be $2,245,753, a difference of §11,774. This
difference comes about primarily by the elimination of
326,815 relating to cost of gas applicable to curtailed
volumes vhich the Commission had permitted the Company to
recover through tracking increases but was included in the
expenses of the Company because the Conmission had not
approved the tracking at the time of the preparation of the
Staff*s exhibits, In addition, a $791 error relating to the
demand charges of CD-2 and PS-2 projected on an annual basis
wvas corrected. Another 52,331 booked during the test period
but was applicable to a prior period was eliminated. One
hundred -ninety-nine dellars was booked wrong by the Company.
These adjustments amount to $23,892 after giving effect to
gross receipts tax and State and Federal income taxes. This
reduces the Company's total operating revenue deductions to
the Staff figure of 3%$2,245,753. The total operating revenue
deductions determined by the Commission after applying the
alloved rates is $2,342,087 vhich the Commission determines
are the reasonahle operating ex penses including
depreciation. Subtracting the total obperating revenue
deductions of $2,342,087 from the gross operating revennes
of $2,603,745 results in net operating revenues of $261,658
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to which the Staff added an annnalization factor to reflect
increases in net operating revemnunes due to customers bheing
added during the period of 1.07 percent or $2,800. Adding
this to the net operating revenue results in net operating
incope for return of $264,458,

original Cost Less Depreciation Reserve and Contributions

The Company and the Conmission Staff determined that the
original cost of plant devoted to public service at the énd
of the test period was $4,435,744 froa which was deducted
accumulated provisions for depreciation in the amount of
$1,323,104 and contributions in .aid of construction of
$253,201 nmaking a +total reserve and contributions of
$1,576,305 leaving a net investment in gas utility plant of
$2,859,439. The difference between the Staff and@ the
Conpany f£igure was $770. The Commission finds the original
cost of N.C. Gas Service's plant devoted %o public use
depreciated to be $2,859,439.

Allowance for Cash Horking Capital

The Company and Copmission Staff estimated that the
‘materials and supplies on hand at the end of the period were
$69,097 and estimated that cash requirements of the Conpany
based on the formula of 1/8 of operating expenses excluding
cost of gas plus minimum bank balance was $118,314. The
difference between the Conmpany's figure anrd the Staff's
figure was $£43. The Company contended that it was entitled
to an additional $95,516 because the Conmission's Order in
¥-100, 5Sub 39 extended the period of time for payment of
bills by customers. The Comparny estimates that its average
tax accruals during the period were $77,954. The Commission
Staff determined that +tax accruals were $120,884, The
difference bhetween these two figures was because the Staff
had jincluded State income tax accruals as well as Federal
income tax accruals. The Staff also included average
customers' deposits of $33,804.

The Coamission in the pest had utilized all accruals
received from State and Federal income taxes and customer
deposits to offset the materials, supplies and cash required
by the Company determined as 1/8 of operating expenses
excluding cost of gas but including minimum bank bhalances.
The Coupany put on no evidence to show that this foraoula
produced inequitable results; therefore, the Commission
concludes that the allowance for working capital based on
the oethod employed by the Staff 1s reasonable. This
method, after the increases allowed, results in working
capital allowvance of %$38,419 which the Conrission concludes
is reasonable.

Het Investment im Gas UOtjlity PBlant Plus-Allovance for
¥orking Capital

The net investment din utility plant of $2,859,439 plus
allowance for working capital of $32,723 is 3%2,897,858.
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Rate of BReturn on Net Original Cost Plus Allowance for
Working Capital

The net operating income for a retarn as determined hy the
Ccommission above was $264,458. Equating this to the net
original cost rate base at end of period plus allowance for"
working capital $2,897,858 produces a ratio of 9.13 percent.
Appendix 3 attached to this Order is a schedule reflecting
the above determinations.

Fair Yalne Capital Structucre of North Carplina Gas Service

The capital structure of North Carolina Gas Service giving
effect to the fair value herein in light of recent Suprenme
Court decisions is shown on Appendix No. 4 attached to this
order and results in fair value equity capital of $1,984,637
and if equ#ted to the amount available for common equity of
$177,899 results in a return on the fair value common equity
of B.96 percent after the proposed increase granted herein.

Service Adequacy

North Carolina Gas Service's present customers are
receiving adequate service, This is borne out by the
records of the Commission and lack of service complaints and
interventions in this proceeding; however, while service to
existing customers is good, the Coanpany has filed a
restrictive sales program with this Commission under which
it has limited the types of customers it will serve so that
it is offering linited service to new customers at this
time.

Price Commission

The Utilities Commission has adopted rules and regqulations
to recognize the criteria for price regulation under the
National Economic Stabilization Act as a certificated
regulatory Commission under the rules of the Federal Price
Comnission 6 Code of Federal Regulations, $300.16a, and has
published its rules and requlations pursuant thereto in
Chapter 13 of the Utility Commission's Rules and
Regulations. The criteria and policies of the Price
Comnission, as adopted in said Chapter 13 of the UTtility
Comunission's Rules, have been considered by the Commission,
and the Commission finds as follows:

1) Each of the expenses found reasorable in this
proceeding is an actual expense in effect at the time of the
hearing in this proceeding and none are based on predictions
of any future increases in inflation.

2) The increase g¢ranted is the ninimum reguired to
assure continued, adequate and safe service or to provide
for necessary expansion to meet future requirenents. The
needed additions to the North Carolina Gas Service plant
require substantial additional capital investment, and
without the increases approved here, the Compission finds
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that HNorth Carolina Gas Service could not compete in the
capital warket for necessary funis for such necessary
improvements.

3) The increase will achieve the minimum rate of returnm
needed to attract capital at reasonable cost and not to
impair the credit of Worth Carolina Gas Service. The
evidence is clear that the 8.96 percent rate of return on
fair value equity of W.C. Gas Service is essential under
present economic conditions as a fair return on equity.

4) The increase does not reflect labor cost in excess of
those allowed by the Federal Price Comanission policies.

5} The test period method utilized by the Commission in
this hearing, with no adjustments for future increases in
expenses and adjusting only for known changes in expenses
and revenues, has, in effect, neasured the actual
productivity gains which have been achieved by the Company
in the test period fixed in this proceeding.

6) The procedures of the Utilities Commission provide
for reasonable opportunity £or participation by all
interested persons or their representatives in this
proceeding, and due public notice was given of the time and
place of hearing.

Cost of Service

The Staff submitted a cost of service study and
competitive fuels analysis from which the Connission
concludes that the increased rates alloved ave fair and
equitable as between the various classes of users purchasing
service from North Carolina Gas Service.

Based on the testimony and exhibits introduced in this
ptoceeding and as discussed herein, the Commission.makes the
following

FINDINGS OF FACT

1 That the present rates being charged by Y¥orth
Carolina Gas Service to its residents for gas service are
unjust and unreasonable.

2) That Peansylvania and Southern Gas Conpany (North
Carolina Gas Service Division) is a public utility subject
to the jurisdiction of the WNorth Carolina Utilities
Comtission.

) That the estimated probable future revenue based on
the approwved rates determined by the Commission at the end
of the test period is $2,603,745.

) That North carolina Gas Service's reasonable
operating revenue dJdeductions are $2,342,087, including
depreciation.
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5) That HNorth Carolina Gas Service has a2 net original
cost investment in gas utility plant at the end of the test
year of 32,897,439 wvhich includes an allowance for working
capital of $38,419.

6) That net operating income for Teturn is $264,458
which related to the net original cost of utility plant of
$2,0897,858 produces a ratio to the net original cost of
plant of 9.13 percent.

7) That the replacement cost of the property of North
Carolina Gas Service including total allovance for working
capital of %$38,419 is $4,000,000.

The General Statutes [G.S. 62-133(b) (1) ] provide, in part,
that replacement cost may be determined by trending such
reasonable depreciated cost to current cost lewvels or by any
other reasonable nethod. The Conmission interprets
"replacement cost™ to be the cost of reconstructing the
utility plant in accordance with modern design and
techniques, incorporating the most up-to-date changes in the
state of the art in natural gas transmission, distribution,
and storage facilities. On the other hand, "replacement
cost" or Mtrended original cost", as presented by the
Company, 1is founded on the premise that, if destroyed, the
plant would be rebuilt im the same wmanner that it was
constructed vyears ago; and further, that the plant would be
utilized in the same way. Consequently, replacement cost
envisions a higher level of evidence than that of
reproduction cost alone. Accordingly, if the trended cost
study of the Company in this proceeding is to be accepted as
conpelling and reliable evidence of replacement cost, it
must be based on reasonable methodology. While the trending
of the plant on a piece for piece basis offers some evidence
of replacement cost, the various major plant accounts must
be considered individually in terms of advancements in the
art and vhether the facilities could be installed and
utilized more efficiently and economically if constructed
today as opposed to the plant as it was designed and
installed in the past. The level of replacement cost is
also influenced by the condition of the plant as judged from
the adequacy of service standpoint and increased
maintenance. In this particular case, for the reason
Ai scussed herein, no deductions were made in the finrdings of
replacenent cost for reasons of inadeguate service. The
Company estimated its replacerent cost by trending the
original cost of plant to current cost levels by use of the
Handy-Whitman Index of Public Utility Construction Cost for
December 1971 for the South Atlantic Division which includes
data from North Carolina. This determination resulted in
trended value cost of £7,652,032 from which the Company
deducted rTeserve for depreciation of $2,721,940 and
contribution in aid of construction of $253,201, rasulting
in net trepded atility plant of $4,676,892 +to vwhich the
Company added materials and supplies of $869,097 and
allowvance for cash working capital of $152,938 which
resuylted in the Company's net trended value rate base at the
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end of the period of $4,898,927. The trended original cost
study submitted by the Company has several deficiencies, It
reflects the indices developed .by Handy-Whitman, vhich
includes costs other than Pennsylvania & Southern's own
actual current construction cost of installing gas
facilities; therefore, it 1is influenced by higher cost of
installing natural gas facilities in the larger metropolitan
areas. The study further reflects duplication of facilities
whereby the Company had to install a second line along the
same street in order to provide additional service. The
study does not recognize the economies that would result
from VNorth Carolina Gas Service's utility plant being
constructed under one large contract at one time as opposed
to isolated construction over several years. It does not
recognize the changes in the art for reasons of improved
materials permitting higher pressure system untilization.
The study dozs not reflect efficiencies which could be
brought about by the plant being built today for the service
it is rendering to the present customers. For these
reasons, the Commission finds the replacement cost of Worth
Carolina Gas Service's property devoted to public use in
Horth Carolina to be 34,000,000.

8) That +the fair value capital structure of North
Ccarolina Gas Service at the end of the +test year was
conposed of 40.23 percent first mortgage bonds, 2.26 percent
debentures, 3,49 percent notes payable, 4.90 percent
interest free capital and 49.12 percent fair value eqguity
capital.

9) That the fair value rate base of North carolina Gas
Service devoted to public use is $3,400,000. The Conmmission
finds that +the fair value of NWorth Carolina Gas Service's
property used and useful in providing gas service to the
public in NWorth Carolina considering the reasonable original
cost of property less depreciation reserve, the replacement
cost of said property and the condition of the proparty as
discussed above; f£inds that the fair value of said plant
should be derived by giving equal vweight to the original
cost and replacement cost. The Commission €£inds that the
fair wvalue of North Caroclina Gas Service's plant devoted to
service in North Carolina is $3,400,000, «which figure
includes $38,419 as an allowance for cash working capital.

10) That the fair rate of return is 7.78 percent on the
fair value rate base.

11) This requices an increase in rates to produce
$175,294 of additional annual revenue and results in net
operating income for return of 3264,458 and amount available
for conmon equity of $177,899 and when related to the fair
value common equity capital at the end of the test year of
$1,984,637 rasults in a return on fair value common equity
of 8.96 percent.
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12) That the Rules, contained in Chapter 13, Price
Conmission, which Rules have been filed and approved by the
Price Commission on July 13, 1972, have been compli=2d with.

133 That the tariffs approved im this Docket must be
increased in the amount of 1.8¢ per Mcf which is the amount
heretofore approved by the Commission to track depand
charges related to curtailed volupmes.

14) That the rates approved herein are just and
reasonahble and are nondiscriminatory as between the various
classes of service.

Based on the foregoing £findings of fact the Commission
arrives at the following

CONCLUSIONS

1) That the rates approved herein for Pennsylvania and
Southern (Worth Carolina Gas Service) will produce a fair
rate of return of 7.78 percent on the fair value of North
Carolina Gas Service's property ($3,400,000) located in
North Carolina and will permit the Company to attract
capital on reasonable teras and will permit the company *to
recover its Teasonable operating expenses including
depreciation and will result in a cTeturn to the equity
holders of 8.96 percent on the fair value compon eguity at
the end of the test year.

2} That the Conmmission is further of the opinion that
the rates approved and results theresf meet the requirements
of Chapter 13, Price Commission, of the Commission's Rules
and Regulations, which rules have been approved by the Price
Commission,

3) That the rates approved are just and reasonable as
betwveen the various c¢lasses of customer of WNWorth Carolina
Gas Service.

IT IS, THEREFORE, CORDERED AS FOLLOWS:

1) That Pennsylvania and Southern Gas Company, Rorth
carolina Gas Service Division, shall file effective on one
day's notice tariffs listing the proposed rates as shown in
Appendix ¥o. 1 of this order, +which schedules include an
amount of 1.8¢ per Mcf to recover demand charge adjustments
relating to curtailed volumes as previously authorized by
this Commission in this Docket.

2) That when UNorth Carolina Gas Service collects the
demand charges related to curtailed volumes, as entered in
the HMemorandum Account as provided for by this Copmission's
order issued July 19, 1972, that it will file immediately on
one day's notice reduced rates reflecting the decrease of
1.8¢ per Hcf to all its rate schedules.



RATES 279
) That the Conmissionts Order dated July 19, 1972, in
this Docket shall remain in full force and effect.
ISSUED BY ORDER OF THE COMMISSION.
This the 20th day of November, 1972.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

{SERL)
Docket Ro. G-3, Sub 48
Appendix No. 1

SCHEDULE WA"
GERERAL RESIDERTIAL SERVICE RATE

Rate-

First 600 cubic feet or less per month £1.76

Next 9,400 cubic feet per month per 100 cu. ft. +1209

All over 10,000 cubic feet per month per 100 cu. ft. - 1045
Ninipum Honthly Bill ’ $1.76
Sunner Air Conditioning - Nay through September

Fhen a residential customer uses gas for air cooling in the
surmer, all gas used over 4,000 cu. £t. per month for any
purpose during the period May 1 through September 30 will be
billed at $.0779 per hundred cu. ft.

All gas billed prior to May 1, and after September 30,
including gas nsed for air conditioning, will be billed at
the rates provided for general purposes as set forth herein.

The above rates and charges are subject to the monthly
pinimem set forth hereafter.

SCHEDULE "A-~1n
MULTIPLE DWELLING SERVICE RATE
Rate
All gas delivered per Cef per Month - 1104
Honthly Minioum Charge
The mininua monthly charge is £37.02
SCHEDULE ™A-3"

SCHOOT. HEATING BATE
Rate

All gas at $.0969 per 100 cubic feet
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SCHEDULE ™A-gn
OPTIONAL OUTDOOR LIGHTING SERVICE RATE

Rate

Per Mantle Per Month $ 2.30

SCHEDULE mCv
GENERAL CONMERCIAL SERVICE RATE

Rate ‘
First 1,000 cobic £t. per month per 100 cu. ft. $.3399
Wext 9,000 cubic ft. per month per 100 cu. f£t. $.1480
Next 30,000 cubic £t. per month per 100 cu. f£t. .1372
All over 40,000 cubic ft. per ‘mouth per 100 cu. ft. .1155
Mininum Monthly bill £3.40

Summer Air Conditioning

When a commercial customer uses gas for air cooling in the
summer, all gas used for this purpose shall be measured by
separate meter provided by the Company and shall be billed
at $.0779 per hundred cubic feet.

The above rates and charges are subject to the monthly
mininun of this schedule.
SCHEDULE “E-1n

TNDUSTRTAL SERVICE RATE
Rate
First 50,000 cubic feet per month per 100 cu. ft. $.2054
Next 50,000 cubic feet per month per 100 cu. ft. .1502
Next 300,000 cubic feet per month per 100 cu. £t. .1023
All over 400,000 cubic feet per month per 100 cu. ft. .0860
Hinimum Monthly bill $90.28

Rate
A

SCHEDOLE

ngn

INTERRUPTIBLE SERVICE RATE

Minipumr Monthly Bill

The

immediately
$400.00,
The wminipum

the

prior

period of the interruption as provided in the
conditions bayond control of customer or Company.

but

11 cubic feet of gas 5;0622 per hundred cubic feet

minimun bill shall not be less than twenty-five percent
of the previously retdered maxisem monthly bill Aduring
twelve-nonth period,

the

not exceed

monthly bill shkall be subject to proration in
the event of curtailment or complete interruption of gas

to

customers by the Company and shall be waived during any

contract for
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SCHEDRULE "G"
INTERRUPTIBLE CERAMIC SERVICE RATE
Rate
First 60,000 Mcf of gas used per month at 55.20 cents
per Mcf
All gas used over 60,000 Mcf per month at 49.76 cents
per Hcf
Monthly Minimum Bill

Minimum HMonthly Bill $133.13

S5CHEDOLE "H™
STORAGE GAS
Rate
All storage gas at 108.4 cents per 1,000 cu. ft.

‘SCHEDULE "In
LARGE VOLUME INTERRUPTIBLE SUNMMER GAS
Rate
A1l gas supplied hereunder at 43.25 cents per thousand
cu. ft.

Hipimum Monthlwy Bill

The minimum monthly bill to be paid by the Customer will
be the cost of twenty millidém (20,000,000) cubic feet per
month at the rate in effect at the time of billing. The

.minimam monthly bill shall be subject to proration in the
event of curtailment or complete interruption of gas by the
Conpany, and shall be waived during any period of the
interruption as provided 1in the contract for conditions
beyond the control of Customer or CompanY.

SCHEDULE "J¢
EXCESS GAS SERVICE TO PRIVATE PUBLIC COTILITY COMPANIES

Rate
A1l gas delivered from November 1 through
April 30 -~ 100 percert load factor cost plas 29%

All gas delivered from Nay 1 through
October 31 - commodity cost plus 29%

SCHEDOULE T.X.
T.ARGE VOLUME EXCESS GAS SERVICE -~ TEMPQRARY
Rate
A1l gas supplied hereunder at 49.20 cents per thousand
cubic feet (1Mcf).

Minimum Monthly Bill

The minimum monthly bill to be paid by the comsumer will
be tle cost of thirty thousand (30,000) Mcf in each of the
months of June, July, August and September at the rate in
effect at the time of billing. 1In the event of curtailment
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or interruption of service by the Company, the ninipanm
monthly bill shall be proportionally reduced,

Docket No. G—-3, Sub 48
Appendix No. 2

REVENUE CALCULATIONS
BASED ON APPROVED RATES

Schedule "AY

Residential 83,435 Bills 2 $1.76 = & 146,846
48,881 MNcf in Minimum
412,264 Ncf ? $1.191 = $ 91,006
461, 146 Ncf ? $1.027 = _.. 473,597

$1,111,6549

Schedule ™A-1"

(dultiple
Dwelling) 5, T15.8 Mcf ? $1.086 = $6,208
Schedule "A-3n
Schools 24,390.1 Mcf 2 % .951 = $23,195
Schedule "C®
Commercial 8,087 Bills @ & 3.40 = $28,856
7,540 Mcf in Minimun
37,8148 Mcf 2 $1.462 = $ 55,284
39,180 McE ? $1.354 = 66,590
124,002 Mcf @ $1.137 = _141,036
$291,766
Schedule mE-1"™
Industrial 130 Bills @ $90.28 = $ 11,736
5,645 Hecf in Minimum
806 McE 2 $2.036 = $ 71,641
5,806 HcE 2 $1.384 = 8,036
29,675 uckt B $1.005 = 29,823
119,343 Hecf 2 % .842 = _100,u87
$151,723

Schedule ™p%
(Interruptible) 607,768.2 Ncf 2% .60 = $367,092

Schedule "G®
Ceranic
Interruptible 038,266.4 ¥ § .534 = $ 234,034
§1,387.6 ¥ $1.066 (Sch. "HM = 8,119
' {Storage Gas) £ 278,153

Schedule HI®
Lacrge VYolume
Intercuptible 143,770 Mcf X $.41U45

5 59,593

Schedule "T.X.™ 663,988 Mcf X $.u74 & 314,730

$2,603,908



KORTH CAROLINA GAS SERVICE
DIVISICN OF PENNSYLVANIA AND SOUTHERN GAS COMPANY
DOCKET NO. G-3, SUB 48
FINANCIAL ARD OPERATING DATA -

Docket Ko,

G-3, Sub 48

Appeadix No. 3

TEST PERIOD ENDED MARCH 3|, 972
After
Accounting After
and Proposed Preposed
Pro Forma Rate Rate
Adjustments Adjustments Adjustrents
Operating Revenues

Gross operating revenues $2,428,45] $175,294 32,603,745

Operating Revenue Deductions
Cost of purchased gas | 468,93 | 468,93]
Other operation and maintenance expenses 374,236 3,238 38,474
Depreciation expenses {30,121 130,121
Amortization expenses 9,408 9,408
Taxes — other than income 192,469 |10,5]8 202,987
Taxes - State inconme 4,385 9,692 14,077
Taxes - Federal inconme 31,188 72, 886 108,074
Incorme ta¥es - deferred accelerated depreciation 30,334 30,334
Investment tax credit - normalization 4,218 4,218
Investment tax credit — amortization (3,537} (3,537)
Total operating revenue deductions 2,245,753 96,334 2,382,087
Net operating revenues. \ 182,698 78,960 261,658
Add: Annualization factor ~ |.07% \ [.355 45 2, 800
Net operating income for retuarn $ 184,653 § 79,805 $__264,458

()

Denotes negative anount

STLYE

414



Investment in Gas Otility Plant
fitility plant in service
Less: Reserves and contributicrs
accumulated provision for depreciation
contributions in aid ¢f constraction
Total reserves and ccntributjions
Net investment in gas utility plant

Allowance for Working Capital
Materials and supplies
cash (|/8 of operating expenses excluding
cost of gas plus minimum tank balance)
Average tax accruals
Average customer deposits
Total allovance for working capital

Less:

Net investment in gas utility plant plus
allovance for working capital

Rate of return - percent

( ) Denotes negative amount

After
Accounting After
and Proposed Proposed
Pro Forma Rate Rate
Adjustments Adjustments Adijustments
$h, 435,744 3 $u ,435,7u4h
1,323,104 1,323,104
253,201 253,20]
1,576,305 1,576,305
2,859,439 2,859,439
69,097 69,097
117,754 505 118,159
97,857 (7,176 115,032
33,804 33,804
_ 55,130 $(i6,771) $2,897,858
$2,914,629 g(16,771) $2,897,858
6. 30 9.13

u8c

S¥D
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Docket No. G-3, Sub 48
Appendix No. 4

HORTH CAROLINA GAS SERVICE
DIVISION OF PENNSYLVANTIA AND SOOTHERN GAS COMPANY
RETURN ON EQUITY - TEST PERIOD ENDED MARCH 31, 1972

Before After
Proposed Proposed
Rate Rate
Increase Increase
¥et operating income for
return Schedule I $ 184,653 $ 264,458
Add: Other income adjusted 36,571 36,57
Deducts: Miscellaneous income
deductions adjusted 7,468 7,468
Amount available for fixed charges 213,756 293,561
Fixed charges 7 115,662 115,662
Tires fixed charges earned 1.85 2.54
Amount available for commor equity 98,094 177,899
Common dividends 97,467 97,467
Times common dividends earned S 1.01 1.83
Fair value common equity capital 1,984,627 1,984,637
Fair value earnings on compen
eguity - percent : 4.91 8.96

Docket ¥o. G-3, Sub 4e
ippendix No. 4

NORTH CAROLINA GAS SERVICE
DIVISION OF PENNSYLVANIA AND SOUTHEFN GAS COQMPANY
FINANCIAL DATA - CAPITAL STRUCTHRE
AT MARCH 31, 1972

Total Division - North Carolina Gas Service

Interest
and
Parcent Dividend
Type of Capital Amount of Total Requirement
First_Mortgage Bonds
5-1/4% due 1979 F§ 154,968 $ 8,136
6% due 1979 178,448 10,707
6% due 1983 96,738 5,804
5-1/4% due 1989 264,854 13,905
5=3/8% due 1991 367,110 19,732
B% due 19956 563,520 45,082
Total first wmortgage bonds_1,.625,638 40.23 103,366
bebentures
6% due 1976 91,102 5,466
5-1/2% due 1981 376 21

Total debentures 91,478 2.26_ 5,487
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Notes Payable

6% temporary bank loan 46,960 2,348
$-1/2% temporary bank loan 93,920 B, u61
Total notes pavable 140,880 3.49 6,809

Interest-Pree Capital
Deferred federal income
taxes and investment
credit 198,101 4.90

Equity Capital
Common stock - 235,814

shares 138,443 97,467
Prenium on common stock 300,364 -
Oother capital surplus 40,590
Onappropriated earned

surplus 1,505,235

Total equity capital 1,984,637 39,12 97,467
Total capitalization $4,040,738 100.00 $213,129

DOCKET NO. G-3, SUB 49
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Pennsylvania and Southern ) ORDER
Gas Company (North Carolina Gas Service ) APPROVING
Division) for an Adjustment of Its ) TRACKING
Rates and Charges } INCREASE

BY THE COMMISSIOW: On November 8, 1972, Pennsylvania and
Southern Gas Company (North Carolina Gas Service) filed an
application with the North Carolina Utilities Commission in
Docket No. G-3, Sub 49, in which it seeks to increase its
rates to 1its customers in order that it might recover
increases in the cost of gas to it from its wholesale
supplier, Transcontinental  Gas Pipe Line Corporation
{Transco}. In this instant £iling HRorth Carolina Gas
Service is seeking to recover an increase in the cost of gas
to it of .8¢ per MCF effective December 8, 1972, This
increase of .82 per MCF is composed of .2¢ per MCF increase
which represents increase in the cost of gas to Transco from
its suppliers. Siyx-tenths of a cent per MCF represents
unrecovered gas cost which Transco has incurred and which
Transco 1is seeking +to recover pursuant to the settlement
agreement approved by the Federal Power Commission (FPC)
under Docket No. RP71-118. The .6¢ per MCP increase in the
cost of gas will be collected for a period of approxinmately
tvelve months or until Transco has recovered its unrecovered
gas cost of $5,443,902 and at that tine the rate to VYNorth
Carolina Gas Service will be reduced by Tramsco accordingly.

In Docket No. RPT1-118 Transco proposed to reduce its
rates due to the elimination of +the curtailment tracking
increases. This reduction will not affect North Carolina
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Gas Service's rates until North Carolina Gas Service
recovers all increases relating to curtailment as authorized
by this Commission in Docket No. G-3, Sub 48, at which time
North Carolina Gas Service is required to reduce its rates
as reguired by order of this Cormmission.

The increase in rates sought by North Carnlina Gas Service
in this docket is .BG# per MNCF (.8¢ per HMCF cost of gas
increase plus related gross receipts tax and increased
insurarce expenses) and will result in an annual increase in
cost of gas to North Carolina Gas Service's customers of
227,907,

The WNorth carolina General Assembly adopted Chapter 1092
Session Laws of 1971, ratified July 21, 1971, North Carolina
G.S. 62-133(£) which provides as follows:

"Unless otherwise ordered by the Commission, Subsections
(b}, (c) and (d) shall not apply *+to rate changes of
utilities engaged in the distribution of mnatural gas
bought at wholesale by a utility for distribution te
consumers to the extent such rate changes are occasioned
by changes in the wholesale rate of such natural gas. The
Commission may permit such rate change to become effective
similtaneously wvith the effective date of the change in
the wholesale cost of such natural gas, or at such other
time as the Commission may direct. This Subsection shall
not prokibit the Conmission from investigating and
cbanging unreasonable rates in accordance with the
provisions of this Chapter. The public utility shall give
such notice, which may include notice hy .publication, of
the changes to interested parties as the Commission in its
discretion may direct.”

Pursuant to the authority granted above to the Commission
by the tLegislature, the Comnission issued in Docket
Wo. G-100, Sub 14, requiring certain data as follows to be
filed with the Commission for the consideration of increased
rates filed solely to recover increases in the cost of gas
to a gas utility conpany in this State if approved by the
Federal Power Conmission.

fursuant to that order North Carolina Gas Service filed
the following data:

1} Schedules of Petitioner's present and proposed rates
and charges,

2) Statement showing the original cost of all .property
used or useful in the public service to which the proposed
increased rates relate as of March 31, 1972.

3) Statement showing the fair value of all property used
or useful in the public service which the proposed increased
rates relate as of March 3%, 1972, together with a statement
showing the method used in calculating sane.
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) Statement of Accrued Depreciation on all property to
which the proposed increased rates relate as of March 31,
1972, and of the rates and nethods used in conputing the
amount charged to depreciation.

5) Statement of mnaterials and supplies as of March 31,
1972.

6) Statement of cash working capital Petitiorer finds
necessary to keep on hand for the efficient economical
operation of its business.

A Statement of gross revenues received: operating
expenses and net operating income for returm on investment
for the ¢twezlve mnmonths ended March 31, 1972:; the rates of
return on the net original cost rate base and the trended
fair value rate base; the additional annual gross rzveniue
vhich the proposed increase in rates and charges will
produce; the annuwal additional gross revenues: ¢the net
additional revenue which the proposed rates will produce;
and the vate of return which Petitioner estimates it will
receive on the net original cost rate base and on the
trended fair value rate base after giving effect to the
proposed increases in rates.

8) Balance sheet as at March 31, 1972.

9) Incone statement for the twelve pmonths ended
March 31, 1972. :

10) Conmputed return on equity capital, FPC approval of
Transco increase dated September 20, 1972,

The data as fiied was revieved and analyzed by the
Commission's Accounting and Engineering Staff and a report
of sane submitted to the Commission for its consideration.

Notice of the proposed filing in this docket was given to
the public by Rorth Carolina Gas Service inserting a public
notice in various newspapers throughout its service area in
North Carolina.

Based on the application as filed and the records of the
Commission in this docket, the Tommission makes the
following

FINDINGS OF FACT

1) That Pennsylvania & Southern Gas Company (North
Carolina Gas Service) is a public utility subject to the
jurisdiction of the Worth Carolina Utilities Commission.

2) That +the increase in the cost of gas which North
Carolina Gas .Service is seeking to rtecover in Docket
¥o. G-3, Sub 49, has been approved by the Federal Power
Commission effective Qctober 1, 1972.
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3) That Worth CcCarolina Gas Service proposes to recover
this increase in the cost of gas, related gross receipts
tax, and increased insurance expenses to hecome effective on
all meters read on and after December 8, 1972. All tariffs
¥ill be increased by .86¢ per MCF.

4) That the rate of return and return on equity as
approved by the Commission in Docket No. 3-3, Sub 48, which
order was issued on November 20, 1972, will not be changed
by approval of the proposed increase apolied for herein.

CONCLUSIONS

In accordance with 6.5. 62-133{f) the Comrmissjon has
statutory authority to consider as a separate item increases
in the cost of gas to gas utilities in North Carolina
occasioned hy increases in cost of gas to them from their
wholesale supplier as approved by the Federal Power
Commissjon. The Commission issued a general order in Docket
¥o. &-100, Sub 14, providing that after reviev of the data
filed by the natural gas utilities as described therein, if
the Conpission concludes from such review and analysis that
the filings will not result in an increase in the company's
rate of return over that post recently approved by the
Commission, that the pass-on of the wholesale increased cost
of gas will be allowed.

The Commission considers the filings and applications
herein as complying with G.S. 62-133(f) as allowed to becone
effective without hearing.

The Commission concludes that in this proceeding the rate
of return of Worth Carolina Gas Service will not change from
the 1last general rate proceeding in Docket Yo. G-3, Sub u8,
which order was issved on November 26, 1972,

Based on the foregoing Findings of Fact and Conclusions,
the Commission is of the opinion that the rate increase as
filed by VNWorth <Carolina Gas Service that seeks solely to
recover increases in the cost of gas to it from its supplier
as approved by the TFederal Power Connission should be
allowed as a f£iling pursuant to G.S5. 62-133(f) and should bhe
permitted to become effective without hearing.

TT IS, THEREFORE, ORDERED AS FOLLOHS:

n That Pennsylvania and Southern Gas Company {(North
Carolina Gas Service) be, ard is hereby, authorized to
increase all rate schedules by .86¢ per MCF effective on all
rmeters read on and after December 8, 1972.

2) That Pennsylvania and Southern Gas Company (North
Carolina Gas Service) shall file tariffs with the Commission
reflecting the increase allowed and as set forth in ordering
clause (1) above.
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3) That at such time that the rate to North Carolina Gas
Service is reduced as a result of Transcontinental Gas Pipe
line Corporation having collected its unrecovered gas cost
that North Carolina Gas Service shall immediately file on
one day's notice reduced tariffs reflecting this change plus
applicable gross receipts tax.

[i}} That in the event the incteases sought by
Transcontinental Gas Pipe Line Corporation in the various
Federal Power Commission dockets upon which these rates are
based are reduced, North Carolina Gas Service shall
immediately file tariffs reflecting corresponding decreases
in its tariffs as authorized herein.

5) That in the event any refunds are received by North
carolina Gas Service from Transcontinental Gas Pipe Line
Corporation as a result of actiom by the Federal Power
Commission or 1if prodocer cefunds flow through to
Transcontinental Gas Pipe Line cCorporation which are in turn
passed on to North Caroclina Gas Service, all such refunds,
if any, shall be placed in the Restricted Account No. 253
"other Deferred Credits® and shall be held in said
restricted account subject to disposition and directiomn by
the WNorth Carolira Otilities Coumission. Information
concerning future refunds shall be farnished to the
Commission not later than 15 days from the date of receipt,
the information shall include the source thereof including
the docket numbers and order dates of any gproceeding
involved in such refunds.

6) That the attached Wotice, Appendix "A", be mailed to
all customers along with the next bill advising them of the
actions taken herein.

Y SSUED BY ORDER OF THE COMNISSION.
This the 24th day of Novenber, 1972.

NORTH CAROLINA UTILITTES CONMISSION
Anne L. Olive, Deputy Clerk
(SEAL)

APPENDIX "aA®
NOTICFE

Upon application by North Carnolina Gas Service, the Worth
Carolina Utilities Commission approved increased rates on
all meters read on and after December 8, 1972, The increase
approved results in an increase of .86¢ per HCF on all rate
schedules. This increase allows North Carolina Gas Service
to recover only the increase in cost of gas to it from its
supplier, Transcontinental Gas Pipe Line Corporation, plus
related gross receiptg tax, and increased insurance
expenses, which increase has been approved by the Pederal
Power Commission.
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DOCKET NO. G-9, SUB 92
DOCKET NO. G-9, SUB 94
DOCKET NO. G-9, SOUB 97
DOCKET HO. G=9, SUB 98
DOCKET NO. G-9, SUB 100

BEFORE THE NORTH CAROLIRA UTILITTES COMMISSION

In the HNatter of
Piedmont Watural Gas Coampany, ) ORDER APPROVING INCREASED
Inc., Filing of Increased Rates ) RATES AND ESTABLISHING
to Recover Increases in Cost ) PROCEDPURES TO RECOVER
of Gas to Tt from Its Supplier ) INCREASED COST OF GAS

HEARD IN: The Hearing Room of the Commission, Ruffin
Building, Raleigh, Worth carolima, om April 11,
1972

BEFORE: Commissioner Hugh A. Wells, presiding, Chairman

Harry T. Westcott, Conmmissioners Jokn W.
McDevitt, Marvin R. Wooten and Miles H. Rhyne

APPEARRANCES:
For the Applicant:

Jerry ¥W. Anos

NcLendon, Brim, Brooks, Pierce 5 Daniels
Attorneys at Law

P.0. Draver U, Greenshoro, North Carolina 27402

For the Commission Staffs:

Edward B. Hipp

Comaission Attorney

217 Ruffin Building

Raleigh, North Carolina 27602

WELLS, CCOMNISSIOFRER: On December 31, 1971, Piednont
Watural Gas Company, Inc. (Piedmont), filed with the North
Carolina Utilities Commission (Commission) an application in
Docket Ho. G-9, Sub 92, for authority to increase its firm
rates by .803¢ per Mcf and its interruptible rates by .740¢
per Mcf, said increases to become effective March 2, 1972,

On January 20, 1972, in Docket No. G-9, Sub 94, Piedmont
filed revised Rate Schedule NWa. 19A, EIcess Gas Service to
Private Electric Utilities, and Rate Schedule No. 5, Special
Firm Industrial Service. These tarciffs were to bhecone
effective February 1, 1972.

On - Harch 17, 1972, in Docket No. G-9, Sub 97, Piedmont
filed increased rates in the amount of 1.239¢ per Ncf to
become effective April 16, 1972.

on -March 30, 1972, in Docket Ho. G-9, Sub 98, Piedmont
filed additional increased rates in the amount of 1.088¢ per
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#cf and/or 2.192¢ per HEcf. These revised tariffs were to
become effective Nay 1, 1972.

On April 19, 1972, in DPocket Ho. G-9, Sub 100, Piedmont
filed additional revised schedules applicable to Rate
Schedule Ko. 19A, EPBxcess Gas Service to Private Electric
Utilities, and Rate Schedule Wo. 5, Special Firm Industrial
Service, these rate schedules to becone effective Nay 1,
1972,

A1l of the above filings were made to recover increases in
cost of gas to Piednmont from Tramnscontinental Gas Pipe Line
Corporation (Transco). The above increases sought to be
recovered by Piedmont result from the approval of the
interir settlement agreement by the Federal Pover Coanission
in Transco Docket Ho, RP71-118 on Noveamber 15, 1%71. These
increases in cost of gag from Tramsco result from the fact
that Transco under its present supply conditions cannot
deliver to Piedmont £full contract volumes and is not
expected to be able to deliver full contract volumes in the
foreseeable future.

Transco makes no reduction in the cost of gas for the
curtailed volumes and the demand charges related thereto.
Onder these circuastances Piedmont receives less gas but
pays the same demand charge vhich results in an increase in
cost of gas to Piednont.

In accordance vwith ¢the settlement provisions, Tramnsco
increased its rates to Piednont effective February 1, 1972,
in the amount of .7¢ per Hcf. This increased rate will
permit Transco to recover curtailment credits paid to its
customers in the amount of $3,424,184.

In Transco's second f£iling under the settlement agreement,
it seeks to recover $6,557,437 covering the curtailment
credits for the mnonths of December 1971 and Janwary and
FPebruary 1972, by increasing its rates by ¢ or 2.1¢ per Hcf
effective May 1, 1972, to Piedmont and to its other
customers, which increased rates will remain in effect until
such time as Transco ¥ill recover $6,557,437 of curtailuent
credits paid to its customers plus additional credits for
March 1 through April 15, 1972. From April 16, 1972,
threugh Novenber 15, 1972, Transco will make no adjustment
for curtailed volunmes.

All of +the above applications except Docket No. G-9,
Sub 100, wers heard by the Conmission at a public hearing on
April 11, 1972, after notice to the public as required by
the Commission.

Each of the applications as filed including No. 6-9,
Sub 100, vere filed pursuant to G.5. 62-133({f) and in
accordance with the Commission's Order in Docket Ho. 6-100,
Sub 14, which establishes procedures for ntilities in order
to recover increased cost of gas where occasioned by an
increase in vholesale cost of gas from it=s suppliers.
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Baseéd on the evidence adduced at the hearing, the
Cozpission makes the following

FINDINGS OF FACT

1) That DPiedmont is a public utility subject to the
jurisdiction of the North Carolina Utilities Commission and
authorized to do business in the State of North Carolina.

2) That the increase in cost of gas to Piedmont results
from the settlement agreement filed by Transco and approved
by the Federal Pover Coammission in Docket No. RP71-118 in
vhich settlement agreement the customers of Trinsco, in this
case Piedmont, has received credits to its gas bills through
February 1972 in the amount of $468,802.44 and vill receive
additionmal credits until April 15, 1972. These demand
chatge credits will be recovered by Transco through
increased rates to Piednont pursuant +to the settlement
agreement. Piedmont through this transaction does not
recover its increased cost of gas unless it is authorized to
collect increased rates.

) That from April 16 through ¥ovember 15, 1972,
Piedmont will continue to pay the demand charge related to
curtailed volumes; hovever, no tracking by Transco of this
amount is provided for in the settlement agreeasent. Said
cuortailments will result 3in increased cost of gas to
Piedmont throughout this period.

4) That the rate of return of Piedmont found by this
Conmission in its last general rate of returna case, Docket
No. 6-9, Subs 81 and 82, to be just and reasonable at
May 19, 1971, was 6.56 percent on its rate base.

5) That the rates of return as shown in Docket No. G-9,
Sab 98 have decreased compared to those found Jjust and
reasonable in Docket Wo. G-9, Subs 81 and B82.

Based on the foregoing findings of fact, the Commission
sakes the following

CONCLUS IONS

1 That the increase applied for herein by Piedmont is
an increase in the cost of gas as provided for im 6.S. 62~
133(f) and should be allowed to beconme effective pursuant to
the procedures established by the Commission in Docket
Ho. G-100, Sub 14.

2) That the rate of return of Piedmont has decrgased
from that found to be just and reasomable by the Commission
in Docket HNo. G-9, Subs 81 and 82, the last gemeral rate
case, after adjusting for the increased rate and the
increased cost of gas from its suppliers.

3 That the amount of increase in cost of gas to
Piedmont from Transco will vary from month to nonth
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depending on the amount of gas curtailed and that in order
to enable Piednont to recover only the increased cost of gas
to it from its suppliers in a uhiform and systematic manner,
Piedmont should be allowed to increase its rates by 1.802¢
per Hcf. 1In order to assure that Piedmont recovers only the
increase in cost of gas, Piedmont should be reguired to
establish a pemoranda account entitled Curtailment Credits
for Tracking of Gas Cost (memoranda account) recordirg as
debits all demand charges relating to curtailrent volumes
for the peériod provided for 3im the interim settlement
agreement and to credit said memoranda account with the
revenues received {less gross receipts tax) hy Piedmont fronm
a proposedl increase in rates to bhecome effective on one
day's notice, this proposed increase to be 1.802¢ per Bcf
applicable to all rate schedules wvwhich should pernmit
Piedmont to recover the increased cost of gas related to
curtailment volumes within a reasonable period of tinme.

IT IS, THEREFORE, ORDERED AS PFOLLOWS:

1) That Piedmont Nataural Gas Company, InC., be allowed
to file tariffs increasing all rates by 1.802¢ per Mcf, said
tariffs to be filed on one day's notice.

2} That Piedmont Watural Gas Company, Inc., shall
establish a memoranda account entitled Curtailment Credits
for Trackiny of Gas Cost, recording as debits all demand
charges relating to curtailed volumes and crediting to said
account the revenues received from the increase in rates as
provided herein (less 4gross receipts tax), wuntil =saiad
account approaches a <Zero balance; and when this account
apptoaches a zero balance, Pledmont Natural Gas Company,
Inc., shall file on one day's notice revised rate schedules
terminating the increase in rates hetein granted.

1 ‘That this memoranda account shall be credited with
any dollar amount recorded im Account Wo. 253 that has been
accumulated by Piedmont WNatural Gas Company, Inc., as
provided for in this Coamissiont's Orxder in Docket No. G-100,
Sub 4.

1) That Piedmont Ratural Gas Company, Inc., shall submit
to the Coamission its initial entries on its records as
provided for herein and further shall submit monthly
statenents cof the transactions in the memoranda account,
using suob-account numbers to identify the activity in this
account by the Federal Powver Conaission and the WNorth
Ccarolina UTtilities Commissicn docket numbers.

5) That this Order shall remain open for such further
orders of the Comhission as may be required.

ISSUED BY ORDPER OF THE COMHISSION.
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This the 2nd dav of HMay, 1972.

NORTH CAROLINA UTILITYES COHHMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCKET NO. G-9, SUB 92
DOCKET W¥O. .G-9, SUB 94
DOCKET NO. G—9, SUB 97
DOCKET NO. G-9, SUB 98
DOCEET NO. G-9, SUB 100

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Piedmont NWatural Gas Company, Inc., ) ORDER DENYING
FPiling of Increased Rates to Recover ) HNOTION AND
Increases in Cost of Gas to Tt from } REQUIRING FILING
Its Supplier ) OF REDUCED RATES

BY THE COMMISSION: oOn Bovembher 2, 1972, Piedmont Natural
Gas Company, Inc. (Piedmont), filed for authority to reduce
rates by .802¢ per Ycf.

On May 2, 1972, this Commission issued an order in this
Docket granting Piedmont authority to increase its rates by
1.802¢ per Mcf and further requiring Piedmont %to establish a
Menmoranda Account in w%hich it would record as a debit all
demand charges related +to Transcontinental Gas Pipeline
Corporation (Transco) interim curtailment plan and record as
a credit all revenues received from the 1.802¢ per McE
increase until such time as the Memoranda Account approached
a "zero" balance at which time Piedmont was ordered to file
reduced rates.

In September 1972, Piedmont received refunds from Carolina
Pipeline totaling $212,288.18 of vwhich $162,521.99 is
applicable to 1its North Carolina gperations. $1,534.44 of
the refund is applicable to the period May 16, 1970, through
December 31, 1970. Piedmont did not increase its rates to
its customers during this period to track the imcrease in
cost to it from Carolina but absorbed these increases.
Piedmont requests that it he allovwed to retain this amount
of refund (%$1,534.44). The remaining amount $160,987.55 is
required to be placed in the restricted Account WHo. 253
pursuant to the Copmission's Order of December 11, 1962, in
Docket No, G-100, Sub 4.

Piedmont requests that it be allowed to credit the
Hepmoranda Account by this $160,987.55 and if permitted to do
so, the Memoranda Account would approach a "zero" balance on
or about November 15, 1972.

The Commission further notes that the #settlement
agreement as to interim curtailment rules® filed by
Transcontinental Gas Pipe Line Corporation with the Federal
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Pover Commission on September 12, 1972, permnits Tramnsco to
credit the nponthly gas bills of Piedmont for the demand
charges related to curtailed volumes and further permits
Transco to recover the accumulated credits thtough increased
rates at the end of certain specified periods.

The Conmnmission is of the oppinion that Piedmont should be
allowed to credit the Memoranda Account with the $160,987.55
and is further of the opinion that the Memoranda Account
will reach a %zero®” halance on or ahout November 15, 1972,
at which time Piedmont should file reduced rates in the
amount of 1.802¢ per Mcf.

The Commission is further of the opinion that Piedment
should be allowed to credit Account No. 804.00, Watural Gas
Purchases, with $1,534.44, that being the amount Piedmont
absorbed and did not =seek a tracking increase for the
recovery thereof.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

1 That Piedmoht Natural Gas Company, Inc., be, and is
hereby, permitted ¢to credit the Memoranda Account as
established by this Commission in this Docket with
$160,987.55.

2} That Piedmont VWatural Gas Company, Inc., be, and is
hereby,; auvthorized to credit Account No. 804.00, Natural Gas
Purchases, with $1,534.44.

3) That the MNHotion filed by Piedmont Watural Gas
Company, Inc., to reduce rates by only .802¢ per Mcf be, and
is hereby, denied.

uy That Piedmont Watural Gas Cowpany, Inc., shall file
tariffs on one day's notice which reduces rates by 1.802¢
per Mcf effective Novembher 15, 1972,

5y That with respect to all other matters, the
Comrmission's order of May 2, 1972, in this Docket shall
remain in full force and effect.
ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of WNovember, 1972.
NORTH CAROLINA UTILITIES COMMISSION

Katherine M. Peele, Chief Clerk
{SEAT)
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DOCKET NO. G-9, SUB 92
DOCKET NO. 6-9, SOB 94

REFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Piedmont Natural Gas ) ORDER DENYING RATE
Company, Inc., for an Adjustment ) INCREASES FILED TO
of Tts Rates and Charges ) BECOME EFFECTIVE
) FEBRURRY 1, 1972

BY THE COMMISSION: On December 31, 1971, and on Januacy
20, 1972, Piedpont Natural Gas Company, Inc, (Piednonty,
filed with the North Carolina Utilities Comrission
{Cormission) applications in Docket Nos. 6-9, Sub 92 and
G-9, Sub 94 for authority to increase its rates and charges
in ogrder that it might recover increases in the cost of gas
from Transcontinental Gas Pipe Line Corporation (Transco)
and Carolina Pipeline Company (Carolina).

Based on the apolications as filed and the cther records
of the Commission, the Coummission makes the following:

FPINDINGS OF PACT

1) Piedmont is a natural gas company operating in the
State of North Carolina subject to the jurisdiction of the
North Carolina Utilities Conmnnmission.

2) on becember 31, 1971, Docket ¥o. G-9, Sub 92,
Piedmont filed increased rates in which it seeks to recover
from its Yorth Carolina customers in this docket $358,903 on
an annual basis. This filing results in an increase in
Piedmont's £irm rate schedules of .803 cents per Mcf and in
its interruptible rate schedules of .740 cents per Mzf,

3) Piedmont £iled revised rate schedules Nos. 5 and 19A
in Docket No. G-92, Sub 94 in which Piedmont is seeking to
recover $16,727 under the tracking provisions in those rate
schedules.

4) Transco, on DNecember 29, 1971, in Docket No. RP71-
118, filed a tracking rate to reconp curtailment credits
pursuant to the settlement agreement approved by the Federal
Power Commission on November 15, 1971. This f£iling by
Transco results in an increase in cost of gas to Piedmont of
-7 cents per Mcf., Ccarolina also proposes to track this
increase +to Piedmont in accordance with its purchase gas
adjustment clause in its contract with Piedmont.

5) Transco in its filing with the Federal Pover
Commission dated December 29, 1971, {(RP71-118) states that
it has refundel to its customers the %bhalance in the
"peferred Cost Account of £3,424,184.

6) Transco 1in accordance with the settlement agreement
approved by the Federal Power Commission filed a tracking
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provision seeking to recover the $3,424,184 it refunded by
increasing the rates of the affected rate schedules by .7
cents per Mcf. The .7 cents per Mcf was arrived at by
dividing $3,424,184 by the volume of gas delivered under the
affected rate schedules which amounted to 464,595,703 McE
and covers the same period for which the credits wvere
calculated.

Transco unler the settlement agreement simply refunded the
curtailment credits of $3,424,184 to its customers and then
filed a tracking rate in the amcunt of .7 cents per Hcf to
recover these dollars from its customers. The tracking
increase of .7 cents per Mcf will terminate when Traunsco
collects from its customers the $3,424,184.

T) Transce will track the demand charge credits through
April 15, 1972. Transco is authorized under the settlement
agreement to €ile tariffs to recover demand charge credits
once each quarter. The tracking of demand charge credits
terminates April 15, 1972, in accordance with the settlement
agreement.

8} Piedmont received $345,730.30 ({77 percent of which is
applicable to North Carolina) through December 1971. These
refunds result £from the demand charge credits relating to
the portion of the curtailment velumes for the period June
through Pecember 1971,

N The filings by Piedmont in these dockets were nade
tnder the provisions of G.5. 62-133(f), and it submitted the
data required by the Comnission in its order in Docket
No. G-100, Sub 14,

Based on the foregoing findings of fact, the Comnission
arrives at the following:

CONCLUSIONS

The Conmnission in approving increases in rates occasioned
by the increase in the cost of gas &> gas distributors in
North Carolina pursuant to G.S. 62-133([f) has provided that
ref unds received by NWorth Carolina distributors be placed in
a restrictive account for further orders of the Commission,
This provision was inserted in the order ir the recently
issuned piedmont tracking filings in Docket Nos. G-9, Sub 86
and G-9, Sub 90 issued on December 30, 1971, and in orders
relating to other nmiscellaneous taTtiff filings, Piedmont
has received the amount of $385,730.30 (77 percent of which
is applicable to North Carolina} in refunds relating to the
demand charge curtailments wvhich were refunded by credit to
the cost of gas through December 1971 on the gas bills of
Piedmont from Transco. The credits cover a seven-nonth
period.

The increased rates applied £for hereir seek to recover
from its customers an amount equivalent to the refunds made
to Piedmont by <Transco, 1if egquated to an equivalent time
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period. If the Conmmission authorizes the rates as herein
applied for and requires Piedmont to refund the refunds
received by Piedmont from Transco by credits to the gas bill
over the same time period, it is obviocus that one would tend
to cancel the other and that no benefits wonld accrue to
Piedmont'!s customers or to Piedmont.

The Conmpnission further believes that on amalysis that this
increase is not the type of increase in rates contemplated
by the Legislature in accordance with G.S5. 62-133 (f).

The Commission is of the opinion that for the reasons
stated herein that the request hy Piedmont to increase its
rates to track the curtailment credits for the demand charge
adjustment as filed herein should he denied.

IT IS, THEREFORE, ORDERED AS POLLOWS:

That the ¢tariffs filed by Piedmont Natural Gas Coapany,
Inc., in which Piedmont HWatural Gas Company, Inc., seeks +to
increase its rates and charges on Decenmber 31, 1971, and
January 20, 1972, to becore effective on February 1, 1972,
in Docket Wo. 6-9, Sub 92 and Docket No. 5-9, Sub 94, be,
and are hereby, denied.

ISSTUED BY ORDER OF THE COMMISSION.
This the 26th day of Januarcy, 1972.

NORTH CAROLINA OTILITIES COMHISSION
Ratherine M. Peele, Chief Clerk
(SEAL)

DOCRET ¥W0. G6-9, SUB 101
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Piedmont Watural Gas
Company, Inc., to Account for Refund
Crediting Account No. 804,00, NWatural
Gas Purchases, and Account No. 419.00,
Interest and Dividend Income

ORDER PERMITTING
RETENTION OF
REFUNDS

N Nt

BY THE COMMISSION: On July 19, 1972, Piedmont Natural Gas
Company, Inc., {Piedmont), filed an application with the
North Carolina Utilities Comnission. The application
requests approval for Piedmont to retain certain refunds
received from Carolina Pipeline in the aggregate amount of
$45,215.77 (%$34,529.49 of which is applicable to HNorth
Carolina). Piedmont proposes to credit Account ¥o. 804,00,
Natural Gas Purchases, $30,473.76, and Account WNo. U§19.00,
Interest and Dividend Income, $4,055.73.

Based on the application filed and the other records of
the Commission, the Commission makes the following
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FINDINGS OF FACT

1} That in 1969 Southern Watural Gas Companhy {(Southern
Hatural) £filed an application vith the Federal Power
Commission {FPC) for a general rate increase. Said increase
vas placed into effect under bond on March 1, 1970 (Docket
No. RP70-5). In addition thereto, Southern Natural filed
additional increases in cost of gas in Docket WNos. ERP70-16
and RP71-4, Each of these increases was applicable to the
period March 1, 1970, to December 31, 1970.

2) That effective March 1, 1970, Carolina Pipeline
Company (Carolina), from wvhom Piedmont purchases gas in
South Carolina, increased its rates to Piedmont in order to
"track" the above increases from Southern Natural.

N That on April 5, 1972, Sounthern Natural filed revised
tariffs with the PPC covering the period Marck 1, 1970,
thtough December 31, 1970, and pade 3 refund to Carolina.

4) - That in May 1972, Carolina refunded to Piedmont a
portion of Southern wNatural®s refund to it based on
deliveries to Piedmont. The refund was mads by check dated
May 4, 1972, in the anount of $43,888.04 vhich represents a
refund of $39,904.86 relating te reduction in gas cost
during that period and includes interest of $3,983.18.
Carolina issued a subsequent check to Piedmont in the amount
of $1,327.73 representing additional interest.

5) That the amount of refund applicable to WNorth
Carolina is $30,473.76 which relates to purchased gas
reductions. Interest applicable to this refund is
$4,055.73.

In Docket RNo. G-9, Sub 81 and Sub 82, Piedmont filed an
application vith this Commission for authority to increase
rates in order to recover increased gas cost to it,
including those refunded herein to Carolina. The test
period utilized by the Commission in Docket No. G-9, Sub 81
and Sub 82 was the 12-month test period ending Auqust 31,
1970.

Piedmont was authorized to place into effect, pursuant to
an undertaking, the increase in cost of gas to it including
the increase charged by carolina effective January 28, 1971.

That on May 19, 1971, the Horth Carolina Utilities
Commission approved the increased rate applied for by
Piednont %o recover the increased cost of gas to it from
Carolina and Transcontinental Gas Pipe Lime Corporation.
The increased rates-became effective on January 28, 1971.

Based om the foregoing findings of fact, the Commission
concludes that the refund received by Piedmont relating to
the period prior to the effective date of the increased
rates, Janwary 28, 1971, in Docket ¥o. G-9, Sub 81 and
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Sub 82 and the interest relating to the refund should be
retained by Piednmont.

However, ¢the Conmission reserves the right to treat
additional refunds of this nature on a case-hy-case basis in
order to properly evaluate the merits of equitable treatment
of investors and consunmers.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

That Piedmont Natural Gas Company, Inc., be permitted to
retain the refunds described herein and to credit Account
No. B804.00, Natural Gas Purchases by $30,473.76 and Acecount
No. 419.00, Interest and Dividend Income by $4,055.73.

ISSUED BY NRDER OF THE COMMISSION.
This the 21st day of August, 1972.

FORTH CAROLIKA UTILITIES COMMISSION
Katherine K. Peele, Chief Clerk
{SEAL}

DOCKET RC. G-9, SUB 105
DOCKXET KO. G-9, SUB 109

BEFORE THE NORTH CAROLINA UTILITIES TOMMISSION

In the Matter of
Application of Piedmont Katural ) ORDER CONSOLIDATING
Gas Company, Inc., for an ) PROCEEDINGS, ALLOWIRNG
Adjustrment of Tts Rates and } AMENDNENT AND APPROVING
Charges } TRACKING INCREASE

BY THE COMNISSION: ©nrn August 29, 1972, Piedmont Ratural
Gas Company, Inc. {Piedmont), filed an application with the
¥orth cCarolina Utilities Conaission in Docket W¥Wo. G-9,
Sub 105, in which it seeks to increase its rates to its
customers in order that it night recover increases in the
cost of gas ¢to it from its vhelesale suppliers,
Transcontinental Gas Pipe Line Corporation (Transco) and
carolina Pipeline Company (Carolina).

On September 7, 1972, in Docket No. 6-9, Sub 109, Piednmont
filed a second request with +this Copmission in order to
recover additiomal increases in the cost of gas not known by
it vhen it filed its application in Docket Ho. G-9, Sub 105.

On September 20, 1972, Piedmont filed a Motion to Amend
its Petition filed in Docket NWo. G-9, Sub 109, on September
7, 1972, and also filed an Amendment to that Petition in
order to correct the filing of September 7, 1972, because of
erroneous Tates furnished to Piedmont by Carolina. FPor the
purpose of rendering its decision in these dockets, the
Compission is of the opinion that the Motion to mmead its
Petition filed September 20, 1972, should be granted and
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that these dockets should be consolidated for the purpose of
this order.

In these consolidated proceedings Piedmont is seeking to
recover the increases in cost of gas to it as follows: On
Rugust 15, 1972, Transco filed under its PGA clause to
increase the cost of the commodity component of its CD-2 and
PS~2 rates by .8¢ per Mcf effective October 1, 1972.

At the same time in Docket Ho. RPT1-118, Transco proposed
to reduce its rTates due to the elimination of the
curtailment tracking increase. This reduction, however,
¥ill not affect Piednmont's rates until Piedmont recovers all
increases related to curtailment as authorized by this
Commission in Docket No. G-9, Subs 92, 94, 97, 98 and 100,
at vhich time Pledmont is required to reduce its rates to
its customers as required by order of this Commission.

Piedmont further purchases gas from carolina under a
contract which provides for auntomatic adjustments in its
tariffs to reflect increases in cost of gas purchased to
Carolina from its suppliers including Transco. Under the
terms of this contract carolina will +track the Transco
increase of .8¢ per MNcf effective oOctober 1, 1972, by
increasing its LSS-1 commodity charges to Piedmont by . 14¢
per HWcf. Carolina further increased its rates pursuant to
its contract with Piedmont effective July 1, 1972, by
increasing its commodity charges £from #43.09¢ per Hcf to
45.17¢ per NcfE and decreased its demand charges from $4.32
per HMcf per month ¢to $3.91 per Hcf per nonth. These
increases result fror increases from Southern Natural Gas
Company (Sonthern) to Carolina. In order to recover the:
above increases in cost of gas and gross receipts tax,
Piedmont £iled its Petition in Docket No. G-9, Sub 105,
seeking authority to increase its Worth Carolina revenues by
$360,000 annually.

ITn Docket ¥o. G-9, Sub 109, Piedmont is requesting to bhe
allowed to recoup the following increases from Carolina:

1 Effective RAugust 1, 1972, connodity charges would be
increased by .31¢ per Mcf to track increases to Carolinma
from Southern as approved by the Federal Pover Commission in
Docket FNo. PR73-13.

2) Effective September 1, 1972, commodity charges would
be increased by .24¢ per Mcf to track increases to Carolina
from Southern as filed for in Federal Power Conmission
Docket Wo. RP73-16.

) Effective October 1, 1972, denand charges would be
reduced from $3.91 per NMcf per month to $3.817 per HNcf per
month. The commodity charges would be increased by 2.43¢
per Mcf as filed for by Transco an? Southernm in Federal
Pover Coneission Docket Nos. RP73-3 and RPT72-91,
respectively.
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The result of these increases in cost of gas to Piedmont
filed in Docket No. G-9, Sub 109, results in an increase in
revenue to its North Carclina customers in order to tecover
these increases ir cost plus gross receipts tax of S104,407
annually. The combined results of the increased rates
applied for in bocket No. G-9%, Seb 105 and Sub 109, are
$464,767 annnally.

The North Carolina General Assembly adopted Chapter 1092,
Session Laws of 1971, ratified July 21, 1972, NWorth Carolina
GeS. 62-133¢{f) which provides as follows:

nrnless otherwise ordered by the Commission, Subsections
{b), (c) and (1) shall not apply to rate changes of
gtilities engaged in the distribution of natural gas
bought at wholesale by a utility £or distribution to
consumers to the extent such rate changes are occasioned
by changes in the wholesale rate of such natural gas. The
Commission may permit such rate change to become effective
simultaneously with the effective date of the change in
the wholesale cost of such natural gas, or at such other
time as the Commission may direct. This Subsection shall
not prohibit the Commission from investigating and
changing unreasonable rates in accordance with the
provisions of this Chapter. The public utility shall give
such notice, which may include notice by publication, of
the changes to interested parties as the Cormission in jits
discretion may direct.m

Pursuant to the authority granted above to the Conmissiom
by the Legislatare, the Comnission issued in Docket
Fo. ,G-100, Sub 14, requiring certain data as follows to be
filed with the commission for the consideration of increased
rates filed solely to recover increases in the cost of gas
to a gas utility company in this State if approved by the
Federal Power Comaission.

Pursuant to that order, Piedmont filed the following data:

1) summary of Piedmont rates and charges as approved by
this Commission in Docket Mo. G-9, Sabs 92, 94, 97, 98 and
100.

2) Schedules of Piedmont rates and charges which
Piedmont seeks to place in effect on October 1, 1972, 1in
Docket No. G6-9, Sub 109, as amended are filed to become
effective October 1, 1972.

3 Statement of net investment as at April 30, 1972.

4) Staterent of present fair valme rate base.

5) Statement showing accumulated depreciation balances
and depreciation rates.

6) Statement o©of materials and supplies necessary for
operation of the Petitionrer's business.
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7y Statement showing amount of cash wvorking capital
which Petitioner finds necessary to keep on hand.

8) Statement of net operating income for return for 12
months ended April 30, 1972.

9) Statement showing effect of proposed increase in
rates and rates of return.

10) Balance sheet at April 30, 1972, and inconfe statement
for the year ended April 30, 1972.

11) Computation of increased cost of purchased gas.

12) Copy of Transco's Application to the Federal Povwer
Comeission in Docket No. RP71-118.

The data as filed was reviewed and analyzed by the
Connission's Accounting and Bngineering Staff and a report
of same submitted to the Commission for its consideration.

¥otice of the proposed filing in this Docket was given to
the public by Piedmont inserting a public notice in various
newspapers throngh its service area in North Carolina.

Based on the Application as filed and the records of the
Compission in this Docket, the Contission makes the
following

FINDINGS OF PACT

1) That Piedmont Natural Gas Company, Inc., is a public
ntility subject to the jurisdictiom of the FNorth Carolina
gtilities Conrission.

2} That the increases in the cost of gas which Piedmont
is seeking to recover in Docket HNo. G-9, Sub 105 and
Sub 109, have been approved by the Federal Power Comaission
effective October 1, 1972.

3) That the tariffs filed by Piedmont in Docket No. G-9,
Sub 105, have been superseded by the tariffs £iled by
Piedront in Docket No. G6-9, Sub 109, as amended, f£iled to
become effective October 1, 1972,

1) That Piedaont filed tariffs to recover these
increases in the cost of gas to it plus related gross
receipts tax to become effective on all gas sold on and
after October 1, 1972, All firm gas rates will be increasead
by $.00793 per HNcE, All interruptible rates will be
incredased by $.01289.

5) That the rate of return as approved by the Commission
in pDocket Fo. G-9, Sub 81 and sub 82, issued on May 19,
1971, for the test period ending August 31, 1970, and that
deternined by the Compnission in thiz Docket are listed
belows
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Approved in Docket

No. 65-9, Subs 81 & 82 Present
May 19, 1971 Filing
Oon investment 7.68 T.62

The return on end of period investment in these
proceedings have dJdecreased -from that found just and
reasonable by the Conaission in the last tate of return
filing approved by +this Conmission and nade effective
January 28, 1971, after the adjustments for the proposed
increases as applied for herein.

CONRCLUSIONS

In accordance with 6.5, 62-133{(f) the Conaission has
statutory authority to consider as a separate item increases
in the cost of gas to gas utilities in North Carolima
occasioned by increases in cost of gas to them from their
vholesale supplier as approved by the Federal Power
Commission. The Comrission issued a General order in Docket
¥o. G=-100, Sub 14, providing that after reviev of the data
filed by the natural gas utilities as described thersin, if
the Conmmission concludes from such review and analysis that
the filings will not result in an increase in the Company's
rate of return over +the mwmost recently approved by the
Comnission, that the pass-on of the wholesale increased cost
of gas will be allowed.

The Conmission considers the filings and applications
herein as complying with G.S. 62-133{f) as allowed to become
effective without hearing.

The Comnmission concludes that in this proceeding the rate
of return of Piedmont has decreased since the last general
rate proceeling in bPocket N¥o. G-9, Subs 81 and 82, which
Order was issued on May 19, 1971

The commission further concludes that the tariffs filed by
Piedpont in Docket Wo. G-9, Sub 105, have heen superseded by
those filed in Docket WNo. G-9, Sub 109, as amended, both
filed to becone effective October 1, 1972.

Based on the foregoing Findings of Fact and Conclusiomns,
the Commission is of the opinion that the rate increase as
£filed by Piedmont that seeks solely to tecover increases in
the cost of gas to it from its suppliers as approved by the
Federal Power Conpission should be alloved as a filing
pursuant to G.S. 62-133({f) and should be permitted to hecome
effective without hearing.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

LD That the proceedings in Dacket No. G-9, Sub 105 and
Sub 109, as amended, be consolidated.
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2) That the HKotion to Amend filed by Piedmont Natural
Gas Company, Inc., to its application filed on September 7,
1972, be, and is hereby, allowved.

1) That the tariffs F£filed by Piedmont Natural Gas
Company, Inc., as Exhibit No. 2 in Docket No. G-9, Sub 109,
as arended, be, and are hereby, authorized to becone
effective on all gas consumed on and after october 1, 1972.

3] That at such time that the rate to Piedmont Natural
Gas Company, Inc., is reduced as a resuelt of
Transcontinental Gas Pipe Line Corporation's having
collected its unrecovered gas cost that Piedmont Natural Gas
Conpany, JInc., shall iamnediately file on one day's notice
reduced tariffs reflecting this change plus applicable gross
receipts tax. This reduction 3is to include Carolina's
reduction to Piedpont Watural Gas Company, Inc., as a result
of its purchases from Transcontinental Gas Pipe Line
Corporation.

5) That in the event that increases sought by
Transcontinental Gas Pipe Line Corporation and Southern
Natural Gas Company through Carolina Pipeline Company in
various Federal Power Commnission Dockets wupon which these
rates are bhased are reduced, Piedront shall immediately file
tariffs reflecting the corresponding decreases in its
tariffs as authorized herein.

61 That in the event any refunds are received by
Piedmont Watural Gas Company, Inc., from Transcontinental
Gas Pipe Line Corporation or Southern Natural Gas Company as
a result of action by the Federal Pover Commission or if
producer refunds flow through to Transcontihental Gas Pipe
Line Corporatiorn or Southern Natural Gas Company which are
in turn passed on to Piedmont Natural Gas Company, Inc.,
directly or through Carolina Pipeline Company, all such
refunds, if any, shall be placed in the Restricted Account
No. 253 "other Deferred Credits™ and shall be held in said
restricted account subject to disposition and direction by
the North Carolina UOtilities Commission. Information
concerning future refunds shall be furnished the Commission
not less than 15 days from the date of receipt, the
information shall include the source thereof including the
docket numbers and order dates of any proceeding involved in
such refunds.

7) That the attached NHotice, Appendix "A", be mailed to
all customers along with the next bill advising them of the
actions taken herein.

a) That the tariffs £filed by Piedmont Natural Gas
Company, Inc., in Docket No. ©G6G-5, 35ub 105, to hecone
effective October 1, 1972, having been superseded by the
tariffs filed in Docket W¥No. 6-5, Sub 109, be, and are
hereby, cancelled.

ISSUED BY ORDER OF THE COMHYSSION.
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This the 29th day of Septemher, 1972.

NORTH CAROLINA UTILITIES COMNMISSIOR
Katherine M. Peele, Chief Clerk
{SEAT}

APPENDIX "a™
NOTLCE

UOpon application by Piedmonrt Watural Gas Conmpany, Inc.,
the North Carclina Utilities Commission approved increased
rates on all gas consumed on and after Qctober 1, 1972. The
increases approved resualt in an increase of $.01289 p2r ncf
to its interruptible rate schedules and $.00794 per fOcf
increase to its firm rate schedule. This increase allows
Piedmont wWatural Gas Coupany, Inc., ¢to recover only the
increase in cost of gas to it from its suppliers,
Transcontinental Gas Pipe Line Corporation and Carolirna
Pipeline Company, plus related gross receipts tax, which
increases have been approved by the Federal Power
Commission.

DOCKET NO. G-5, SOUB 84
BEFORE THE NORTH CAROLINA UTILITIES COXMISSION

In the Matter of
Puhlic Service Company of North ) ORDER APPROVING
Carolivra, Inc., Filing of ) INCREASED RATES AND
Increased Rates to Recover ) ESTABLISHING
Tncreases in Cost of Gas to it ) PROCEDURES TO RECOVER
fron its Supplier ) IHCREASED COST OF GAS

BY THE COMMISSION: on Hay S, 1972, Public Service
Company of North Carolina, Inc. {Public Secrvice}, filed with
the North Carclina Utilities Commission {Commission) an
application in Docket No. 6-5, 5Sub 84 for authority to
increase 1its rates by 1.81¢ per MHcf, said increases to
becomne effective June 5, 1972,

This €£iling was made to recover increases in cost of gas
te Public Service from Transcontinental &as Pipe Line
Corporation (Transco). The above increases sought to be
recovered by Public Service result from the approval of the
interin settlement agreement by the Federal Pover Commission
in Transco Nocket No., RP71-118 on Wovember 15, 1971. Thaese
increases in cost of gas from Transco result from the fact
that Transco, unlier its present supply conditions, cannot
deliver to Public Service full contract volumes anl is not
expected to he ahle to deliver full contract volumes in the
foreseeable future.

Transco makes no refluction 3in the cost of gas for the
curtailed volumes and the demand charges related thereto.
Under these circumstances Public Service receives less gas
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but pays the same demand charge which results in an increase
in cost of gas to Public Service.

In accordance with the settlement provisions, Transco
increased its rates to Public Service effective Februaty 1,
1972, in the amount of .7¢ per Mcf. This increased rate
will permit Transco to recover cnrtailment credits paid to
its customers in the amount of $3,424,1R4.

To Transco's second filing under the settlement agreement,
it seeks to recover $6,557,437 covering the curtailment
credits for the mnonths of Decembher 1971 and January and
February 1972 by increasing its rates hy 1¢ per Hcf
effective May 1, 1972, to Public Service and to its other
cus tomers, which increased rates will remain in effect until
such time as Transco will recover 36,557,437 of curtailment
credits paid to its customers plus additional credits for
March 1 through april 15, 1972. From April 16, 1972,
through Wovember 15, 1972, Transco will make no adjustment
in the cost of gas relating to curtailed volumes and the
demand charge applicable thereto.

Notice to the opublic was given by Public Service as
reguired by the Conmission.

This application was filed pursuant to G.S5. 62-133(f) and
in accordance with the Conmmission's Order in Docket
No. G-100, Suh 14, which establishes procedures for
utilities in order to recover increased cost of gas where
occasioned by an increase in vholesale cost of gas from its
suppliers.

Based on the data filed by Public Service pursuvant to
G-100, Sub 14, the commission makes the following

FINDINGS OF FACT

1 That Public Service 1is a public utility subject to
the jurisdiction of the North Carolira Utilities Commission
and authorized to do business in the State of MNorth
Carolina.

2) That the increase in cost of gas to Public Service
results from the settlement agreement filed by Transco and
approved by the Federal Power Comaission in Docket No. RP71-
118 in which settlenent agreement, the custoners of Transco,
in this case Public Service, have teceived credits to its
gas bills through February 1972 and will receive additional
credits to April 15, 1972. These demand charge credits will
be recovered hy Transco through increased rates ' to Public
Service pursuant to the settlemsnt agreement, Public
Service, through this transaction, does not recover its
increased cost of gas unless it is authorized to collect
increased rates.

N That from April 16 through November 15, 1972, Public
Service will continue to pay the derand charge related to
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curtailed volumes; however, no tracking by Transco of this
amount is provided for in the settlement agreement. Said
curtailments will result in increased cost of gas to Public
Service throughout this period.

iy That the rate of return allowed by this Commission to
Public Servize in its last general rate of return case,
Docket WNo. 5-5, Suh 71 and Sub 77 at tay 27, 1971, was 6.66
percent on the fair value rate base.

5 That the rates of return as shown in Docket Wo. G-5,
Sub 84 have decreased compared to those Ffound just and
reasonahle in Docket No. G-5, Sub 71 and Sub 77.

Based on the foreqoing Findings of Pact, the Commission
makes the fellowing

CONCLUSTIONS

B! That the increase applied for herein by Public
Service is an increase in the cost of gas as provided for in
G.5. 62-133(£) and should be allowed to become effective
pursuant to the procedures established hy the Commission in
Daocket Wo. G-100, Sub 14.

2) That the rate of return of Public Service bhas
decreased from that found to he just and reasonable by the
Commission in Docket W¥No. G-5, Sub 71 and Sub 77, the last
general rate case, after adjusting for the increased rate
applied for and the increased cost of gas from its
suppliers.

k3] That the amount of increase in cost of gas to Public
Service from Transca will vary fropr month to month depending
on the amount of gas curtailed and that in order to enable
Public Service to recover onrly the increased cost of gas to
it from its supplier in a uniform and systematic manner,
Public Service should be allowed to increase its rates hy
1.812 per Mcf. In order to assure that Public Service
recovers only the increase in cost of gas, Public Service
should be required to establish a memoranda account entitled
Curtailment Credits for Tracking of Gas Cost (memoranda
account) recording as debits all demand charges relating to
curtailment volumes for the periocd provided for in the
interim settlement agreement and to credit said memoranda
account with the revenues received (less gross Treceipts tax)
by Public Service from the filed tarifEs to becone effective
on June 5, 1972. The requested increase of 1.81¢ per MHcf
applicable to all rate schedules should permit Public
Service to recover the increased cost of gas related to
curtailment volumes within a reasonable period of time.

IT IS, THEREFORE, CRDERED AS FOLLORS:
13 That tkhe tariffs filed hy Public Service Company of

North Carolina, Inc., to beconme effective June 5, 1972, be,
and are hereby, approved.
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2) That Public Service Company of Worth Careolina, Imnc.,
shall establish a meporanda account entitled Curtailment
Credits for Tracking of Gas Cost, recording as debits all
demand charges relating to curtailed volumes and crediting
to said account the revenues received from the increase in
rates as provided herein (less gross receipts tax), until
said account approaches a zero balance; and vwhen this
account approaches a zero balance, Public Service Company of
North Carolina, Inc., shall file om one day's notice revised
rate schedules termipating the increase in tTates herein
granted.

3) That this memoranda account shall be credited with
any dollar amount recorded in Account Wo. 253 that has been
accumulated by Public Service Company of North Carolina,
Inc., as provided for in this Compission's Order in Docket
No. G-100, Sub 4.

4) That Public Service Company of North Carolina, Inc.,
shall submit to the Commission its imitial entries on its
records as provided for herein and, furthar, shall submit
nonthly statements of the transactions in the nremoranda
account, using sub-account numbers to identify the activity
in this account by the Pederal Pouwer Commission and the
North Carolina Utilities Commission Docket numbers.

5) That this order shall remain open for such further
orders of the Commission as may be required.

ISSUED BY ORDER OF THE CONMISSION.
This the 31st day of May, 1972.

NORTH CAROQLINA UTILITIES COMMISSION
Fatherine M, Peele, Chief Clerk
(SEAL)

NDOCKET NO. G-1, SUB 31
BEFORE THE NORTH CAROLINA UTILITIES COMEISSTON

In the Hatter of
Application of United Cities Gas Company Y ORDER CLOSING
for an Adjustment of its Rates and Charges )} RECORD

BY THF COMMISSION: On Angust 9, 1971, United Cities Gas
Company (United Cities) filed a request to include in its
tariffs a purchase gas adfjustment clause which woull pecrmit
it to increase its rates by an awmount equal to the increased
cost of purchased gas to it from its wholesale supplier.
The filing wvas suspendad by the Commission under date of
August 11, 1971.

Since +that £iling the Coummrission has issued its order in
bocket ¥Wo. G-100, Sub 14, in which it =sets forth its
procedures for filing for tracking of increased cost of gas
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to gas distributors in North Carolina from their wholesale
supplier and for that teason, the Conmission is of the
opinion that the application filed@ herein should be
disnissed and the proceeding closed.

IT XS, THEREFORE, ORDERED AS POLLOWS:

That the application f£iled by United Cities Gas Company in
this docket be disnissed and that the record in this
proceeding be closed.

ISSUFED BY ORDER OF THE COERNISSION.
This the 28th day of February, 1972.

NORTH CAROLIKA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCKET ¥0O. G-1, 50B 32
DOCKET RO. G-1, SJB 33

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of United Cities Gas ) ORDER ALLOWIKG
Conpany for an Adjustment of Its ) INCREASE IN RATES
Rates and Charges )y AND CHARGES

BY THE COMMISSION: On December 2, 1971, United Cities Gas
Company (United Cities) filed an application with the WNorth
Carolina Utilities Conmmission in Docket No. G-1, Sub 32 in
vhich it seeks to increase its rates to its customers in
order that it might recover increases in the cost of gas to
it from its vwholesale supplier, Transcontinental Gas Pipe
Line Corporation (Transco). The tariffs filed by United
Cities 1in this docket were filed to become effective
January 1, 1972.

on December 9, 1971, in Docket No. G-1, Sub 33, United
Cities filed a second application in which it sseks ¢to
recover additional increases to it in the cost of gas from
Transco, The tariffs filed in this docket by United Cities
wore filed to become effective on January 8, 1972, Both of
the ahove filings by United Cities vere made under G6.5. 62-
133({f) and under the procedure estahlished by the Commission
in Docket No. G-100, Sub 14,

0n December 29, 1971, the Comamission issued its Order that
the increased tariffs filed by United cities Gas Company in
Docket ¥o. 6-1, Sub 32, and Docket No. G-1, Sub 33, he
suspended for a period of thirty days Erom the effective
date stated in the tariffs in each of these dockets.

Below are listed the increases in the cost of gas to
United Cities as contained in Docket No. G-1, Sub 32.
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1) Effective July 26, 1971, Transco increased its CD-2
Rates by .1¢ per McE.

2) BEffective August 2, 1971, Transco increased its CD-2
Rates by .6# per Mcf.

EN Effective November 14, 1971, Transco increased its
CP-2 Rates by 1.2¢ per NcE.

4y Bffective ¥Yovember 14, 1971, Transco increased its
CDh~2 Rates by .1¢ per Kcf.

In order for United Cities to recover the increased cost
of gas to it as listed above plus related gross receipt tax,
United Cities filed rate schedules to become effective
January 1, 1972, on all bills which wvould increase the cost
of gas to its customers by 2¢ per Mcf. These increased
rates increase the revenues paid by North Carolina custonmers
to United Ccities by $£18,245.00.

Below are listed the ircreases imn the cost of gas to
United Cities Gas Company as contained in Docket Ne. G-1,
Sub 33.

Transcontinental Gas Pipe Line Corporation
CD-2 Rates - 1) Dermand charges increased by 162 per
month per Acf

2) Commodity charges increased bf 1.3¢
per Hcf

GSS_Rates - Denand charges increased by 4¢ per
month per Mcf

A11 of the above increases (G-1, Subs 32 and 33) in the
cost of gas have been approved by the Federal Power
Commpission.

In order to recover the increases in Docket No. G-1,
Sub 33, in the cost of gas, United Cities has filed tariffs
to hecome effective on January 8, 1972, on all bills
rendered. These increased rates increase the re anue paid
by North Carolina customers to Onited Cities by $18,250.00.

The +total amount of the increase in revenue in the two
dockets referred to above from its North Carolina customers
will increase the revenue of Dnited Cities by $36,495.00
annually.

The ©VNorth Carolina General Assembly adopted Chapter 1092,
Session Laws of 1971, ratified July 21, 1971, Worth Carolina
GuaS. 62-133({f) wvhich provides as follows:

"Unless othervise ordered by the Comnmission, Subsections
{r}, (¢}, and (d) shall not apply to rate changes of
utilities engagqed in the distribution of natural gas
bought at wholesale by a utility for distribution to
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consumers to +the extent such rate changes are occasioned
by changes in the wvholesale rate of such natural gas. The
Cormission pay permit such rate change to become effective
simultaneously with the effective date of the change in
the wholesale cost of such natural gas, or at such other
time as the Commigsion may direct. This Subsection shall
not prohibit the Commission Erom investigating and
changing unreasonable rates in accordance with the
provisions of this Chapter. The public atility shall give
such notice, which may include notice hy publication, of
the changes to interested parties as the Comnission in its
discretion may direct.m™

Pursuant to the authority granted above to the Comaission
by the Legislature, the Comrmission issued its order in
Docket WNo, G-~100, Sub 14, reguiring that certain data as
follovs be filed by gas utilities with the Commission for
the consideration of increased rate filings solely to
recover increases in the cost of gas to a gas utility
approved by the Federal Power comaission.

Pursuant ¢to that order, United cities Gas Cowmpany filed
the following data:

1) Schedules of United Cities rates and charges as filed
with the Commission in Docket No. G-1, Sub 30

2} schedule of United Cities proposed rates and charges
vhick United Cities seeks to place in effect in this
petition, Rule R1-17 (b} (2)

3) Statement of net investpent as at September 30, 1971

) Statement of plant and properties as at September 30,
1971

5}) Statement of contributions in aid of construction as
at Septenber 30, 1971

63 Statement of cash working capital as at Septeaber 30,
1971, Rule R1-17(b) (7}

3 Statement of materials and supplies as at
September 30, 1971, Rule R1-17({b) (6)

8) Statement showing the original cost of all properties
of United Cities used or useful in the public service to
which the proposed increased rates relate as of
September 30, 1971, Rule R1-17 {b) ({3)

9) Statement of accrued depreciation on all property to
which the proposed increased rates relate as of
September 30, 1971, and of the rates and methods used
computing the amounts charged to depreciation, Rule R1-17(b)
(5)

10) sStatenment of operating income for return
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11) Statement of gqross 'revenues received, operating
expenses and net income for return on investment for the
twelve months ending September 30, 1971, together with
accounting and pro forma adjustments in the rate of return
on the original cost rate base; statement of additional
annual gross revenue which the proposed increase in rates
and charges will produce; the annual additional expense
associated with such additional gross revenues; the net
additional revenue which the proposed rates will produce;
the rate of return which United Cities estimates it will
receive on the original cost rate base after given effect to
the proposed increase in rates, Rule R1-17 (b} {8) and (%)

12) Statement of general office expense allocations

13) Balance sheet as at September 30, 1971, and income
statenent for the twelve months ending Septesber 30, 1971,
Fule R1-17(b) (10)

14) Statenent of computations of return on equity

Schedules of United Cities rates and charges as filed with
and approved by the Comnmission in Docket No. G6-1, Sub 30,
are incorporated herein by reference, Rule R1-17 (b) (1).

United CcCities requests that the Commission consider the
filings in thesaz consolidated dockets onder G.S. 62-133(f)
and under the procedures established by the Commission in
Docket No. G-100, Sub 14.

The data as filed was revieved and analyzed by the
commission's Accounting and Engineering Staff and a report
of same submitted to the Commission for its consideration.

¥otice of the oproposed £ilings in these consolidated
dockets was given to the public by United Cities imserting a
public notice in the Hendersonville Times HNews on
Decenber 9, 1971, and again on December 16, 1971. These
notices were published pursuant to the direction of the

Commission.

Based on the applications as filed and the records of the
Commission in these consolidated dockets, the Comnmission
nakes the faolloving:

FINDINGS OF FACT

1) That United Cities Gas Company (United Cities) is a
public utility subject to the Jurisdiction of the FNorth
Carolina Utilities Commission.

2) That the 4increase in the cost of gas which United
Ccities is seeking to recover in Docket No. G-1, Sub 32, has
been approved by the Federal Power Comaission (2£/Mcf}.

3) That United Cities filed tariffs in Docket No. G6-1,
sub 32, which increases its rate by 2¢ per Mcf.
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L3} That the increases in the cost of gas which United
Cities is seeking to recover in Docket No. G-1, Sub 33, have
been approved by the Federal Powvwer Commission in Docket
No. RP72-78 effective January 1, 1972.

5) That United Cities filed tariffs to recover these
increases in the cost of gas plus related gross receipt tax
to become effective on all bills rendered on and after
January 8, 1972, These tariffs have been increased as
follows: Firm Tariffs &§.031/ACP. Interruptible tariffs
$£.016/4CF.

6) That the rate of return as approved by the Commission
in Docket Wo. G6-1, Sub 30 made effective December 15, 1971,
and +those determined by the Commission in this proceeding
are listed below: ’

Approved in Docket
No. G-1, Sub 30

December 15, 1971 Present_Filing
On investment 7.99 7.70
On equity 12.01 11.99

The return on end of period investment and return on
equity in these proceedings have decreased from that found
just and reasonable by the Commission in the most recent
filing approved by this Comnission and made effective
December 15, 1971, after the adjustment for the proposed
increases as applied for herein.

CONCLUS JONS

In accordance with G.S. 62-133{f) +the Comnnission has
statutory authority to consider as a separate item increases
in the cost of gas to gas utilities in North Carolina
occasioned by increases in cost of gas to them £rom their
wvholesale supplier as approved by the Pederal Pover
Commission. The Commission issued a General Order in Docket
¥o. G-100, Sub 14 providing that after review of the data
filed by the natural gas utilities as ascribed therein, if
the Connission concludes fron such review that the filings
will not result in an increase in tha Conpany's rate of
return most recently approved by the Commission in Docket
Ho. G-1, Sub 30, that the pass-on of the wholesale increased
cost of gas be allowed. The commission considers the
filings and applications herein as complying with G.S. 62-
133 (f) as alloved to hecome effective without hearing.

The Conmission concludes that in these consolidated
proceedings the rate of return of United Cities has
decreased since the last general proceeding in Docket
¥o. G-1, 5ub 30, which Order vas issued on Deceaber 3, 1971.

Based on the foregoing Findings of Pact and Conclusions,
the comnission is of the opinion that the rate increase as
£iled by United Cities that seeks solely to recover
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increases in the cost of gas to it from its supplier as
approved by the Pederal Pover Coamission shorld be allowed
as a filing pursuant to G.5. 62-133(f) and should be
permitted to become effective without hearing.

IT IS5, THEREFORE, ORDERED AS FOLLOWS:

kD! That +the tariffs filed by United Cities Gas Company
in Docket No. G-1, Sub 32, and Docket ¥o. G-1, Sub 33, be,
and are hereby, authorized to become effective as filed on
one day's notice to the Commission.

2) That in the event the increases sought by
Transcontinental Gas Pipe Line Corporation in the various
Federal Power Conmission dockets upon which these rates are
based are reduced or if the effective dates are changed,
that DOnited Cities Gas Conpany shall inmmediately £file
tariffs making corresponding decreases in the tariffs as
approved herein or file tariffs changing the effective date
to 15 days after the effective date of the approval by the
Federal Power Conmission.

3 Phat in the event that the Federal Pover Comaission
or the Pederal Price Comnmission makes changes in the
wholesale rates to United Cities retroactively or if refunds
are received from Transcontinental Gas Pipe Line Corporation
as =a result of requlatory action or if producers' refunds
flow through to Transcontinental Gas Pipe Line <Corporation
which are in turn passed on to United Cities, all such
refunds in the retroactive portion of any rate change, if
any, shall be placed in the restrictive account for further
orders of this Commission.

4y That the attached Notice, Appendix “A", be mailed to
all customers along with the next bill advising them of the
actions taken herein,

I SSUED BY ORDER OF THE CONNISSION.
This the 19th day of Janvary, 1972.

HORTH CAROLINA UTILITIES COMHISSIOR
(SEAL) Katherine M. Peeler, Chief Clerk

APPENDIX "™AT
WOTICE

Upon application by United Cities Gas Company., the North
carolina UTtilities Commission approved increased rates on
January 18, 1972, The increases approved result in an
increase of S$.0051/therm on firm rate schedules and
$.0036/therm effective on interruptible schedules. These
jncreases allow United Cities Gas Company to recover only
the increases in cost of gas to it from its supplier,
Transcontinental Gas Pipe Line Corporation, which increases
have been approved by the Pederal Power Commission.

United Cities Gas Company
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DOCKET NO. G-1, SOB 34
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Hatter of
Application of Dnited Cities Gas } ORDER DENYING RATE
Company for an Adjustment of Its ) INCREASES FILED T
Pates and Charges )} BECOME EFFECTIVE
) FEBRUARY 6, 1972

BY THE COMMISSTON: ©On January 7, 1972, United Cities Gas
Company ({United Cities) filed with the Rorth carolina
Utilities Commission {Conmission) an Application for
authority to increase its rates and charges io order that it
might recover increases in the cost of gas to it fron
Transcontinental Gas Pipe Line Corporation (Transco}.

Based on the Application as filed and the other records of
the Commission, the Commission makes the following

FINDINGS OF PACT

1) That United Cities Gas Company is a natural gas
company operating in the State of Horth Carolina subject to
the jurisdiction of the Worth Carolina Utilities Commission.

2) That on January 7, 1972, 0Onited Cities filed
increased rates in vwvhich it seeks to recover from its
costomers in this Docket $6,024.00 on an annual basis. This
£iling results in an increase in each rate schedule of .7¢
per Mcf affecting all of its customers.

3} That Transco, on December 29, 1971, in Docket
No. BP71-118 filed a tracking rate to recoup curtailment
credits pursuant to the Settlement Agreement approved by the
Federal Power Commission on November 15, 1971. This filing
by Transco results in an increase in the cost of gas to
Tnited Cities of .7¢ per Mcf.

) That Transco, in its filing vith the Federal Power
Commission dated December 29, 1971, (RP 71-118) states that
it has refunded to its customers the balance in the
"peferred Cost Account" of $3,42q_,184. United Cities
received $3,613.19 through December 1, 1971, applicable to
its NHorth Carolina Operations, This refund results from the
demand charge credits relating to the portion of the
curtailmenrt volumes for the period June through HKovemberx
1971.

5) That Transco, in accordance with the Settlement
Agreement approved by the Federal Power Commission, f£iled a
tracking provision seeking to recover the $3,424,188 it
refunded by increasing the rates of the affected rate
schedules by .7¢ per Mcf. The .7¢ per Mcf was arrived at by
dividing %3,424,184 by the volume of gas delivered under the
affected rate schedules which amounted to 464,595,703 Ncf
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and covers the same period for which the credits vwere
calculated.

Transco under the Settlement Agreement simply refunded the
curtailment credits of $3,424,7184 to its customers and then
filed a tracking rate in the amount of .7¢ per Hcf to
recover these dollars from its customers. The tracking
increase of .7¢ par Mcf will terminate when Transco collects
from its customers the $3,424,184,

6) That Transso will track the demand charge credits for
the period, December 1971 through April 15, 1972. Transco
is authorized under the Settlement Agreement to file to
recover demand charge c¢redits once each quarter. The
tracking of demand charge credits terminates April 15, 1972,
in accordance with the Settlement Agreement.

EAl That ¢the filing by United Cities in this docket wvas
made under the provisions of G.S. 62-133(f) and it submitted
the data required by the Conmmission in its Order in Docket
No. G-100, Sub 13.

Based on the foregoing Pindings of Pact, the Commission
arrives at the following

CONCLUS TONS

The Commission, in approving increases in rates occasioned
by the increase in the cost of gas to gas distributors in
North Carolina pursuant to G.S5. 62-133(f)}, has provided that
refunds received by North Carolina distributors be placed in
a restrictive account for further orders of the Ccommission.
This provision was inserted in the recently issued UOnited
Ccities ¢tracking £iling in Docket Wo. G-1, Sub 32 and G-1,
Sub 33 issued om January 18, 1972.

OUnited Cities has received the anmount of $3,613.19 in
refunds applicable to its NWorth Carolina operation relating
to the demand charge curtailments which were refunded by
credit to the cost of gas on the December 1971 gas bill of
United Cities from Transco. The credits cover a six-rmonth
pericd.

The increased rates applied <£for herein seek to recover
from its customers an amcunt equivalent to refund made to
United citjes by Transco if eguated to an equivalent tinme
period. 1If the Commission authorizes the rates as herein
applied for and regquires United Cities to refund the refunds
received by United Cities from Transco by credits to the gas
bill over th2 same time period, it is obvious that one would
tend to cancel the other and that no benefit would occur to
United Cities customers or to United Cities.

The Commission £further believes that on analysis this
increase is not tlie type of increase in vates contemplated
by the Legislature in accordance with G.S. 62-133 (f).
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The Conmmission is of the opinion that for the reasons
stated herein that the request by United Cities to increase
its rates to track the curtailment credits for the denand
charge adjustments as filed herein should be denied.

IT IS, THEREFORE, ORDERED AS FOLLORS:

That the Application £iled by United Cities Gas Company
for aunthority to increase 1its rates and charges on
January 7, 1972, to become effective om February 6, 1972, in
Docket No. G-1, Sub 34, is hereby denied.

ISSUEBD . BY ORDER OF THE COMMISSION.
This the 28th day of January, 1972.

HORTH CAROLINA UTLLITIES COHMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCEKET NO. G-1, SIB 35
BEFORE THE NORTH CAROLINA UTILITIES CTOHMISSION

In the Matter of
Onited Cities Gas Company, ) ORDER APPROVING INCREASED
Filing of Increased Rates to ) RATES AND ESTABLISHING
Recover Increases in Cost of y TPROCEDURES TO RECOVER
GGas to it from its Supplier ) INRCREASED COST OF GAS

BY THE COMMISSION: on June 30, 1972, United Cities Gas
Company {United Cities) filed with the North Carolina
Utilities cCommission (Commission) an Application in Docket
¥o. G-1, Sub 35 for authority to increase its rates by 1.8¢
per Hcf, said increases to become effective August 1, 1972.

This filing was made to Cecover increasaes in cost of gas
to United cCities from Transcontinental G5Sas Pipe Line
Corporation (Transco). The above increases soaght to be
recovered by United Cities result from the approval of the
interim settlement agreement by the Federal Power Commission
in Transco Docket No. RP71-118 on November 15, 1971. These
increases in cost of gas from Transco result from the fact
that Transco, under its present supply conditions, cannot
deliver to United cities full contract volumes and is not
expected to he able to deliver full contract volumes in the
foreseeable future.

Transco makes no reduction 3in the cost of gas for the
curtailed volumes and the demand charges related ‘thereto.
Under these circumstances Onited Cities receives less gas
but pays the same demand charge which results in an increase
in cost of gas to Onited Cities.

In accordance with the settlement provisions, Transco
increased its rates to United Cities effective February 1,
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1972, in +the amount of .7¢ per Hcf. This increased rate
will permit Transco to recover curtailment credits paid +to
its customers in the amount of $3,424,184.

In Transco's second filing under the settlement agreement,
it seeks to recover $6,557,437 covering the curtailment
credits for the nmonths of December 1971 and Januoary and
Pebruary 1972, by increasing its rates by 1¢ per Mcf
effective May 1, 1972, +to United Cities and to its other
custoners, which increased rates will remain in effect until
such time as Transco will recover $6,557,437 of curtailment
credits paid to its customers plus additional credits for
March 1 through April 15, 1972, From April 16, 1972,
through Rovember 15, 1972, Transco will make no adjustment
in the cost of gas relating to curtailed volumes and the
demand charge applicable thereto.

Notice to the public was given by United Cities as
required by the Commission.

This Application was filed pursuamrt to G.5. 62-133(f) and
in accordance with +the Conmission's Order in Docket
No. G-100, Sub 14, vhich establishes procedures for
utilities in order to recover increased cost of gas where
occasioned by an increase in wvholesale cost of gas from its
suppliers.

Based on the data filed by United Cities pursuant to
G-100, Sub 14, the Commission makes the following

FINDINGS OF PACT

n That Tnited Cities is a public utility subject to the
jurisdiction of the North Carolina Utilities Commission and
authorized to do business in the State of NWorth Carolina.

2) That the increase in cost of gas to United Cities
results from the settlement agreement filed by Transco and
approved by the Pederal Power Commission in Docket No. RP71-
118 in which settlement agreement the customers of Transco,
in this case United Cities, has received credits to its gas
bills through February 1972 and will receive additional
credits to April 15, 1972. These derand charge credits will
be recovered by Transco through increased rates to United
Cities pursuant to the settlement agreement. Unpited Cities,
through this transaction, does not recover its increased
cost of gas unless it is authorized to collect increased
rates,

3) That from April 16 through Wovember 15, 1972, United
Cities will continue to pay the demand charge related to
curtailed volumes; however, no tracking by Transco of this
amount is provided for in the settlement agreement. Said
curtailments will vesult in increased cost of gas to United
Cities throughout this period.
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b3 That the rate of return allowed by this Conmission to
United Cities in its last general rate of return case,
Docket No. G-1, Sub 30 at Deceaber 15, 1972, sas 7.99
percent con end of the period rate base.

5) That the rate of return earned by Onited Cities Gas
Company in Docket No. G-1, Sub 35 of 7.59 percent on end of
the period rate base had decreased fron that found to he
just and reasonable by the Commission in Docket VWo. 6-1,
Sub 30.

Based on the foregoing Findings of Fact, the Commission
makes the following

CONCLUSTONS

1 That the increase applied for herein by United Cities
is an increase in the cost of gas as provided for in
G.5. 62-133(f) and should be alloved to becone effective
pursuant to the procedures established by the Commission in
Docket No. G6-100, Sub 14,

2) That the rate of return of United cCities has
decreased from that found to be just and reasonable by the
Compission in Docket Wo. G-1, Sub 30, the last general rate
case, after adjusting for the increased rate applied for and
the increased cost of gas from its sappliers.

1) That the amount of increase in cost of gas to Onited
Cities from Transco will vary from month to month depending
on the amount of gas curtailed and that in order to enable
Dnited Cities to recover only the increased cost of gas to
it from 1its supplier in a uniform and systematic marner,
United Cities should be allowed to increase its rates by
1.80# per Hct. In order to assure that United Citias
recovers only the increase in cost of gas, United Cities
should be required to establish a memoranda accoant entitled
Curtailuent Credits for Tracking of Gas Cost (memoranda
account) recording as debits all demand charges relating to
cartailment volumes for the period provided for in the
interir settlement agreement and to credit said memoranda
account with the revenues received (less gross receipts tax)
by oUnited citiss from the filed tariffs to become effective
on August 1, 1972. The requested increase of 1.80¢ per HcE
applicable to all rate schedules shoald permit United Cities
to recover the increased cost of gas related to curtailment
volumes within a reasonable period of tinme.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

1) That the tariffs filed by United Cities Gas Conmpany,
to becone effective Argust 1, 1972, be, and are hereby,
approved.

2) That UOnited Cities Gas Company shall establish a
nenoranda account entitled curtailment Credits for Tracking
of Gas Cost, recording as debits all demand charges relating
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to curtailed volumes and crediting to said account the
revenues rezeived from the increase in rates as provided
herein (less ¢gross receipts tax), until said account
approaches 21 zero balance; and when this account approaches
a zero balance, United Cities Gas Coapany shall file on one
day's notice revised rate schedules terminating the increase
in rates herein granted.

3) That +this nemoranda account shall be credited with
any dollar amount recorded in Account No. 253 that has been
accumulated by United Cities Gas Company, as provided for in
this Comnission's Order in Docket Ko. G-100, Sub 4.

4) That United Cities Gas Company, Inc., shall submit to
the Comemission its initial entries on its records as
provided for herein and, £urther, shall submit monthly
statements of the transactions in the memoranda account,
using sub-account nunbers to identify the activity in this
account by the Federal Power Commission and the Forth
Carolina Utilities Commission docket numbers.

5) That this oOrder shall remain open for such further
orders of the Corpission as may he Tegquired.

ISSUYED BY ORDER OF THE COMAISSION.
This the 19th day of July, 1972.
NORTH CAROLIMA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk
(SEAL)
DOCKET HO. G-T1, SUB 36
BEFORE THE NORTH CAROLINA UTILITIES COMMISSICH
In the Matter of

United Cities Gas Company — Authority ) ORDER GRANTING
to Isste and Sell $2,000,000 Principal ) AUTHORITY TO

Anount of 8-1/2% First Hortgage Bonds, ) ISSUE AND SELL
Ser ies P, Due September 1, 1995 ) SECURITIES

This cause comes bhefore the Commission upon Application of
Dnited cities Gas Company (Company), filed under date of
July 24, 1972, through its Counsel, Mclendon, Brim, Brooks,
Pierce and Daniels, Greenshoro, HNorth Ccarolina, wherein
authority of the Commission is sought as follows:

To issue and sell at private placement $2,000,000
principal amount of First Mortgage Bonds, Series F, due
Septenber 1, 1995, to bear interest at the rate of 8-1/2%
per annunm.
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FINDINGS OF FACT

1. The Company 1is a corporation organized and existing
under the lavs of the States of Illinois and Virginia and is
duly authorized ¢to engage in the husiness of transporting,
distributing and selling gas and is a public utility under
the lavs of the State of WNorth Carolina and in its
operations are subject to the jurisdiction of this
Conmission.

2. The Company has ootstanding $9,125,000 principal
amount of 1its Pirst Mortgage Bonds, $700,000 oprincipal
amount of Sinking Fund Motes, $968,000 aggregate par value
of 5-3,/4% cumtlative preferred stock, $940,000 aggregate par
value of 7.10% cumulative preferred stock, $1,000,000
aggregate par value of 10-1/2% cunulative preferred stock
and 872,720 shares of common stock having a par value of
$3.33-1/3 per share.

3. The Comnpany proposes to issue and sell $2,000,000 in
principal amount of First Mortgage Bonds, Series ¥, B8-1/2%
doe September 1, 1995, at private placement under a Bond
Purchase Agreement with The Lincoln National Life Insurance
Company at a price equal to 100% of the principal amount of
said bonds plus accrued interest, if any, to date of
delivery.

. Construction expenditures to improve, facilitate and
extend its services totaled $2,870,000 during the period
April 1, 1371, through ®arch 31, 1972, and the Company
proposes to spend in carrying out its program of
constriction and extension of services, approximately
$2,000,000 during the year 1972.

5. The net proceeds to be derived from the sale of the
bonds will be used for the partial repayazent of outstanding
short-tern borrovwings used for construction purposes.

6. The expenses estimated to dbe incurred in the sale of
the First Mortgage Bonds will approximate $131,080.

CONCLUSTORS

From a revievw and study of the Application, its supporting
data and other information in the cCommission's files, the
Commission is of ¢the opinion and so finds that the
transactions herein proposed are:

(a) For a lawful object within the corporate purposes of
the Petitioner:

(b} Compatible with the public interest;

(¢) Necessary and appropriate for and consistent with the
proper performance by Petitioner of its service to
the public as a wutility and will not impair its
ability to perform that service; and
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{(d) Reasonably necessary and appropriate for such
puUrpose S.

IT 15, THEREFORE, ORDERED, That United Cities Gas Company
be, and it is hereby, anthorized, empowered and permitted
under the terms and conditions set forth in the Application:

1. To issue and sell $2,000,000 principal amount of
First Mortgage Bonds, Series F, due September 1, 1995, to
hear interest at the rate of 8-1/2% per annum:

2. To execute and enter into a Bond Purchase Agreement
for the sale of the Bondss:

3. To execute and enter into an Eighth Supplemental
Indenture for the sale of the Bonds to be dated September 1,
1972;

4. To use and apply the net proceeds from the issuance
and sale of the securities described herein to the purposes
set forth in the Application:

5. To file with the Commission, when available in final
form, one copy each of the Eighth Supplemental Indenture and
Bond Purchase Agreement: and

6. To file with ¢this cCommission, in duplicate, a
verified report of actions taken and transactions
consumma ted pursuant to the authority herein granted.

ISSUED BY ORDER OF THE COMMISSION.
This the 14th day of Angust, 1972.

NORTH CAROLINA UTILITIES CONMISSION
Katherine M. Peele, Chief Clerk
(SEAL)

DOCKET No. G-9, SOB 99
BEFORE THE NORTH CAROLINA UTILITIES COMMISSIOR

In the Matter of
Piednont Natural Gas Company, Inc. = )
Application for Authority to Issue } ORDER APPROVIRG -
and Sell $14,000,000 Principal Amount } ISSUE AND SALE
of 8-1/4% Debentures, Secies Due ) OF BONDS
April 1992 b}

This cause comes before the Commission upor an Application
of Piedmont Watural Gas Company, 1Inc. {company), filed
under date of April 12, 1972, through its Counsel, McLendon,
Brim, Brooks, Pierce £ Daniels, Greensboro, Worth Carolina,
vherein authority of the Comnmission is sought as followvs:
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1. To ijssue and sell $14,000,000 aggregate principal
amount of 8-1/4% Debenturaes, Series due 1992 (the New
Debentures) ;

2. To execute and deliver an Escrow Agreement and
Debenture Purchase Agreements with and to the several
purchasers indicated therein: and

3. To axecute and del iver a Third Supplenental
Indenture, dated as of April 1, 1972, to an original
indenture dated as of May 1, 1963.

FINDINGS OF FACT

1. The company is incorporated under the laws of the
State of New York; is duly doresticated under the laws of
the State of North Carolina; is engaged in the business of
transporting, distributing and selling natural gas in the
States of North Carolina and South Carolina; is a public
utility as defined in Article T of Chapter 62, Geuneral
Statutes (G6.S. 62-1 -—-- 62-4) of Worth Carolina; and its
operations in this State are subject to the jurisdiction of
the Horth Carolina Utilities Commission.

2. This Comaission has previously granted the company a
Certificate of Convenience and Necessity authorizing it to
acquire certain gas franchises and properties in the State
of Worth Carolina, and the company now holds franchises and
is furnishing natural gas to customers in #2 cities and
towns located in 14 counties in North Carolina.

3. The company in order to meet the increasing demands
for gas and to facilitate, improve and extend its services
has spent $15,844,819 ($12,678,903 in North Carolima) during
the period April 1, 1970, through December 31, 1971, and
proposes to spend approximately $14,225,000 duriag 1972.

4. The conpany proposes to issue and sell the New
Debentures to the private institutional investors indicated
in the Debenture Purchase Agreements at a price of 100% of
the principal amount thereof plus an amount equal to
interest, if any, accrued on the New Debentures to the date
of sale.

Se The New Debentures are to be issued under an
Indenture dated as of May 1, 1963, as heretofore
supplemented and modified, and as further supplenented by a
Third Supplemental Irdenture dated as of April 1, 1972.

6. A porction of the proceeds from the sale of the New
Debentures will be used to retire credit notes which were or
are to be incurred to meet construction expenditures. The
balance of the proceeds will be applied to the remainder of
the 1972 construction progran.
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COHCLUSIONS

From a review and study of the Application, its supporting
data and other inforration on file with the Commission, the
Coanmission is of the opinion and so concludes that the
issuance and sale of the securities herein proposed under
the terms and conditions set forth are:

{a)} Por a lavful object within the corporate purposes of
the Petitioner;

{b) Compatible with the public interest:

{c) Wecessary and appropriate for and consistent with the
proper performance by Petitioner of its service to
the public and will not impair its ability to perform
that service; and

{d) Reasonably necessary and appropriate for such
puUrposes.

IT IS, THEREFORE, ORDERED that Piedmont Natural Gas
Company, Inc., he, and it hereby is, authorized, enpowvered
and permitted:

1. To execute Debenture Purchase Agreements and Escrow
Agreements in substantially the form attached to this
Petition and to deliver said Debenture Purchase Agreements
to the purchasers indicated therein:

2. To execute and deliver to the Trustee a Third
Supplermental Indenture tc an Original Indenture dated as of
May 1, 19633

3. To issue and sell $14,000,000 principal amount of
8=1/4% Debentures, Series due 1992;

4. To devote the proceeds to be derived from the
issuance and sale of the securities described herein to the
purposes set forth in the Application:

5. Ta file with the Commission, when available in final
form, one copy each of the Third Supplemental Indenture and
the fUnderwriting Agreement;

6. To- file with this Commission, in duplicate, a
verified report of actions taken and transactions
consumnated pursuant to the authority herein granted within
a period of thirty (30) days following the completion of the
transactions authorized herein; and

7. To file with this Comnission, in the future, a notice
of negotiations of short-term bank notes setting forth the
principal amount thereof, rate of interest, and maturity
date.,

ISSUED BY ORDER OF THE COMMISSION.
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This the 19th day of April, 1972.

HORTH CAROLINA UTILITIES COMHISSION
(SEAL) Katherine ¥. Peele, Chief Clerk

POCKET ¥O. 6-9, SUB 96
BEFORE THE NOBTH CAROLINA OUTILITIES COMMISSION

In the Matter of
Application of Piedmont Natural Gas ) ORDER APPROVING
Comnpany, Inc., for Authority to ) UNRDERTAKIKG
Rdjust its Rates and Charges ) UNDER G.S. 62-135

BY 9HE COMMISSION: Upon consideration of the Undertaking
filed by the Applicant Piedmont Natural Gas Company, Inc.
(hereinafter called "™Piedmont"), on September 28, 1972,
asserting that Piedmont has the right to place into effect
certain of the increases regquested in this Docket under the
provisions of 6.5. 62-135 entitled "Temporary Rates Under
Bond" on all bills rendered by it to its customers omn and
after Dctober 10, 1972, said increases being included within
those rate increases sought by the Application filed with
the Commission by Piedmont on Harch 7, 1972, subject to the
20% limitation on any single rate classification imposed by
G.5. 62-135 for teaporary rates under bond, and said
Undertaking of Piedmont having been filed under the
provisions of G.5..62-135 which allovs a public utility the
right to put rates suspended by Order of the Comrission into
effect upon the posting of a bond on Undertaking at the
expiration of six months after the date when such rates
would have become effective if not suspended and vhen the
Commission has not issued a final order pursuant to said
rate application, and it appearing that Piedmont did file a
rate application in this Docket and that said rates were
suspended by said order of the Commission dated M#arch 14,
1972