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GENERAL I

DOCKET NO. M-[100, SUB S8
BEFORE THE NORTH CAROLINA UTILITIES COHMISSION

In the Matter of
Proposed Amendments to Commission Rules )
R|-{7 and R|-28 Requiring Data With ) INTERIMN ORDER ON
Piling of Rate Application ) RECONSIDERATION

BY THE COMMISSION: The Commission has reviewed the
Motions for Reconsideration filed by several of the
telephone and electric utilities with respect to the
Commission's Order of July |8, {975. It is apparent to the
Commission that the provisions relating to the filing of
evidence on actual changes based on circumstances and events
occurring up to the time the hearing is closed under G.S.
62-133(c) as amended by the Genaral Assembly of [975 should
be clarified to indicate that the receipt of such evidence
is not discretionary with the Commission. It should be
noted, however, that the statutes do provide that any such
evidence should be relevant, material and competent.

The Commission concludes such evidence as described by
that statute, if it is to be materially relied upon and used
in the establishment of rates, should be expressly
identified and presented in the context of the filed test
year data, and, if possible, in the context of a |2-month
period of time ending the last day of the month nearest |[20
days from and following the date of the application. The
latter provision conforms with tha Commission's desire to
review such changes in the 1light of the most recent |2
months historical period available prior to the hearing and
is 1in accordance with the newly adopted procedure cf the
Commission to expzdite rate hearings. Such hearings are now
scheduled approximately four months after the filing of an
application containing testimony and exhibits and required
data. The Commission can meet this objective only if
adequate data is received for proper review at the time of
f£iling the application. Accordingly, the Commission
concludes that Rule R(-|7¢b){(I4) should be amended in
accordance with Appendix “A" attached hereto. Corresponding
revisions should be made in NCUC Form E-{, P-| and G-|, the
Rate Case Information Reports.

With respect to other issues raised by the Motions for
Reconsideration, the Commission concludes that since no new
matters were raised in the Motions for Reconsideration that
were not raised in the Comments of various utilities filed
prior to the entry of the Commission's Order, it would be
advantageous to all parties to postpone action on the other
issues raised on reconsideration to allow experience under
the Commission’s new hearing schedule to determine whether
or not any further modifications ought to be made.

The parties are reminded that the Rules herein were
previously modified in 1light of the Comments filed by
various utilities and most of the data required in these
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provisions has heretofore been filed on a case-by-case basis
under separate orders of the Commission. The Commission has
anticipated from the outset that the BRate Case Information
Reports will be changed from time to time following
decisions in rate cases wherein new data is either regquired
or previous data abandoned by order of the Commission.

IT IS, THEREFORE, ORDERED as follows:

|- That Rule R[=17 (b) (14) is hereby amended in
accordance with Appendix "A" attached hereto.

2. That NCOC PForms E-|, P-|{ and G-{ shall incorporate
the above mentioned amendment to Rule R[-[7(b) (I14).

3. That this matter shall remain open for further action
on the Motions for Reconsideration and be subject to €urther
order of the Commission or subsequent Motions of any party.

ISSUED BY ORDER OF THE COMNMISSION.
This 3rd day of February, (976.

KORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

APPENDIX ©A®
MODIFIED AMENDMENT TO RULE R{—|7 (b) (14)
DOCKET NO. M-|00, SUB 58

ROULE R]—-]7(b) {(|4) Class A & B electric, telephone and
natural gas utilities shall file with and at the time of any
general rate application all testimony, exhibits and other
information which any such wutility will rely on at the
hearing on such increase. The Staff, Attorney General and
all other Intervenors or Protestants shall file all
testimony, exhibits and other information which is to be
relied upon at the hearing 20 days in advance of the
scheduled hearing.

In the event any affected utility wishes to rely on G.S.
62-133¢{c) and offer evidence on actual changes based on
circuastances and events occurring up to the time the
hearing is closed, such utility should file with any gemneral
rate application detailed estipates of any such data and
such estimates should be expressly identified and presented
in the context of the filed test year data and, if possible,
in the context of a twelve (|2} month period of time ending
the 1last day of the month nearest and following |20 days
fron the date of the application. Said period of time
should contain the necessary normalizations and
annualizations of all revenues, expenses and rate base items
necessary for the Conmmission to properly investigate the
impact of any individual circumstance or event occurring
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after the test period cited hy the applicant in support of
its application. Any estimate made shall be filed in
sufficient detail for review by the Commission.

DOCKET NO. N-{00, SUB 65
BEFORE THE NORTH CAROLINA UTXILITIEBS COMNMISSION

In the Matter of

Revision of Rule R2-72-Registration of ) ORDER
Certificates and Permits 3
BY THE COMMISSION: The North Carolina UOtilities

Commission acting under the power and authority delegated to
it by the lav for the promulgation of rules and regulations
for the enforcement of the Public UOtilities Act, is of the
opinion that the proposed revision in Rule R2-72 is in the
public interest and should be approved.

IT IS, THEREFORE, ORDERED:
(t) That Rule R2~72 of ¢tha Conmission's Rules and

Regulations be, and the sam=2 is hereby, amended to read as
follows:

Rule R2-72, Registration of certificates and permits -

(a) Any motor carrier operating into, froam, within, or
through the State of ¥orth Carclina under authority issued
by the Interstate Commerce Commission shall file with the
North Carolina Utilities Commission and maintain a current
record of such authority permitting operations within the
borders of this State and such motor carrier shall not
exercise such authority unless and until there shall have
been filed with and approved by this Commission an
application for the registration of such authority and
there shall have been compliance with all other
requirements of this Article, provided, however, that such
motor carrier shall only be required to file with this
Commission that portion of its authority permitting
operations within the borders of this sState, and providing
further that such motor carrier shall not be required to
file with this Commission emergency or temporary operating
authority having a duration of thirty (30) consecutive
days or less, if such carrier has registered its authority
and identified its vehicles under the provisions of this
Article and furnished to this Ccmamission a telegram or
other vritten communication describing such emergency or
temporary operating authority and stating that operation
thereunder shall be in full accord with the requirements
of this Article.

(b) If a motor carrier fails to register and identify its
vehicles and driveawvay operations with this Comnission
under the provisions of this Article for three (3)
consecutive years, this Commission shall cancel the motor
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carrier's registration of ICC operating authority under
this Article upon thirty (30) days' notice to the carrier
at its last known address, and the carrier shall not
thereafter exercise its ICC authority within the borders
of this State unless it shall have again registered such
authority as prescribed by the provisions of this Article.

(2) That this order be made effective as of May |, 1976.
ISSUED BY ORDER OF THE COMHISSION.
This the 2|st day of april, |976.

NORTH CAROLINA UTILITIES COMNMISSIOXN
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. N-|00, SUB 66
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule B2-76(b) - Issuance of } ORDER
Identification Stamps and Use of Cab cards )

BY THE CONAISSION: The Nortk cCarolina UOtilities
Commission, acting under the power and authority delegated
to it by law for the promulgation of rules and regulations
for enforcement of the Public UOtilities Act, is of the
opinion that the proposed revisioan in Rule B2-76(b) is in
the public interest and should be approved.

IT IS, THEREFORE, ORDERED:

(1) That paragraph (b) of Rule BR2-76 of the Commission's
Rules and Requlations be, and the same is hereby, amended to
read as followvs:

(b) Prior to operating a vehicle within the borders of
Horth Carolina, the motor carrier shall place one of such
identification stamps on the back of the cab card in the
square bearing the name of this State in such manner that
the same cannot be removed without defacing it. The motor
carrier shall thereupon duly ccaplete and execute the fornm
of certificate printed on the front of the cab card so as
to identify itself and such vehicle, or driveawvay
operation and, in the case of a vehicle leased by thke
motor carrier such expiration date shall not exceed the
expiration date of the lease. The appropriate expiration
date shall be entered in the space provided below the
certificate. Such expiration date shall be within a
period of fifteen months from the date of any
identification stamp or nuamber placed on the back thereof.
Rovever, in the case of a vehicle leased by the umotor
carrier for 29 consecutive days' duration or less, the
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carrier may reuse the cab card for the same vehicle when
subsequently leased for 29 consecutive days® duration or
less, if it enters in the upper left-hand corner of the
front of the cab card the figure and words "29 day lease
or less" and if it enters an expiration date in the space
provided below the certificate which shall be within a
period of |5 months from the date the cab card is executed
and shall not be later in time than the expiration date of
any identification stamp or number placed on the back
thereof.

{2) That the Order be made effective as of May {, |976.
ISSUED BY ORDER OF THE COMMISSION.
This the 2|st day of April, |976.

NORTH CARCLINA UTILITIES CCMMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET NO. M-]00, SUB 67
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Matter of
Amendment to Rule R|-]6—Pledging Assets, ) ORDER
Issuing Securities, Assuming Oktligations )

BY THE COMMISSION: The North Carolina Utilities
Commission acting under the power and authority delegated to
it by the lav for the promulgation of rules and requlations
for the enforcement of the Public Utilities Act, is of the
opinion that the proposed amendment to Rule E|-|6 is in the
public interest and should be approved.

IT IS, THEREPORE, ORDERED:

(1) That Rule R|-|6, pledging assets, issuing securities,
assuming obligations be, and the same is hereby amended by
adding a new subparagraph {a) (9) at the end of paragraph
{8) to read as follovs:

(9) In the case of the sale of securities through private
placement or the entering into an agreement for the
sale and lease-back of assets or any other financing
transaction for which tha effective date of the
consumrmation and/or implementation of the tranmsaction
is expected to take place as nuch as three months
after the negotiation of the interest cost or other
financing cost of the tramsaction is determined, that
the wutilities shall file with the Commission for
approval of the proposed transaction as soon as the
rates of interest and/or other financing costs are
tentatively agreed on. All the other requirements
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under R|-|6 are applicable to this particular type
transaction and are to be included in the filing with
a special emphasis ©n supporting the basis for the
proposed rates of interest and financing cost for
which approval is sought.

(2) That this order be made effective as of May (, [976.
ISSOED BY ORDER OF THE COMMISSION.
This the 27th day of April, ]976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine ¥. Peele, Chief Clerk

(SEAL)

DOCKET NO. M¥-|00, SUB 68
BEFORE THE NORTH CAROLINA UTILITIES COHMMISSION

In the Matter of
Revision of Rule R2-48 of the Commission's )
dotor Carriers Regulations and Addition ) ORDBR AMENDING
of Rule R3-9 to the Commission's Railroad ) ROLE R2-48 AND
Regulations to Revise the Classification ) ADDING RULE
of Motor Carriers and Incorporate Existing ) R3-9
Requireaments for annual Reports in the }
Railroad Requlations )

BY THE CCMMISSION: Tha North Carolina Utilities
Commission, acting under the power and authority delegated
to it for the promulgation of rules and regulations for the
enforcement of the Public ttilities Act and upon
consideration of 1its records and the Uniform Systems of
Accounts adopted by the Interstate Commerce Commission- for
Class I, Class II, and Class III coumon and contract motor
carriers of property, and Class I and Class II Railroads
hereby adopts amendments to its Rule R2-48 and promulgates
Rule R3-9. The anendm2nt to Rule R2-48 revises the
classification of common and contract motor carriers of
property to conform with the revision of the Uniform Systems
of Accounts for Class I, Class II, and Class III common and
contract motor carriers of property. Rule R3-9 incorporates
the various classes of railroads outlined in the Uniform
Systens of Accounts which classification is now included 1in
the instructions on the foram provided for filing reports.

The Commission is of the opinion that all motor carriers
of passengers, notor carriers of freight, and railroads
requlated by the North Carolina Utilities Commission should
be alloved to duplicate the annual report vwhich they file
with the Interstate Commarce Commission covering their (976
operations in 1lieu of the report now required in the
existing rules. The proposed rules will effect the reports
for the year beginning January |, (977.
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IT IS, THEREFORE, ORDERED:

|- That Exhibit No. | attached hereto and incorporated
herein is hereby adopted as an amendment to Rule R2-48.

2. That Exhibit No. 2 attached hereto and incorporated
herein is hereby adopted as Rule R3-9.

3. That all motor carriers of passengers, motor carriers
of freight, and railroads requlated by the North carolina
Utilities Comnmission and by the Interstate Commerce
Commission shall be allowved to duplicate the annual report
which they file with the 1Interstate Commerce ComRmission
covering their 1976 operations in lieu of the report now
required in the existing rules.

4. That this Order shall be mailed to all motor carriers
of passengers, motor «carriers of freight and railroads
regulated by the North Carolina Utilities Commission.

ISSUED BY ORDER OF THE COMMISSION.
This the |7th day of December, [976.

NORTH CARCLINA UTILITIES COMMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)

EXHIBIT NO. |
RULE R2-48. ACCOUNTS; ANNUAL EREPORTS.

(a) The Uniform Systems of Accounts adopted by the
Interstate Commerce Commission are hereby prescribed for use
of Class I, Class II and Class III Ccmmon and Contract MNotor
Carriers of Passengers, who operate under the Jjurisdiction
of this Connission pursuant to the Public Utilities Act or
through the Commission's authority to fix rates and charges.
{G.S. 62-260, subsection (b))

For purposes of anneal, other periodical and special
reports commencing with the yesar beginning Janvary |, 1977,
and thereafter until further ordered, ccmmon and contract
carriers of passengers subject to the North Carolina
Utilities Conmission's jurisdiction are grouped into the
following classes:

CLASS Is Carriers having annual carrier operating
revenues (including interstate and intrastate) of $( million
or more.

CLASS II: Carriers having annual carrier operating
revenues (including interstate and intrastate) of $200,000
but less than $| million.
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III: Carriers having annual carrier operating

revenues (including interstate and intrastate) of less than
$200,000.

The class to which any carrier belongs shall be determined
by annual carrier operating revenue by the following manner
and procedure:

(n

(2)

3

4)

(5)

(6)

(b)

If at the end of any calendar year or of |3 four-week
periods, such annual carrier operating revenue is
greater than the maximum for the class in which the
carrier is classified, the carrier shall adopt the
accounting and reporting requirements of the higher
class in which it falls. For Class III carriers,
adoption of Class II classification shall be
effective as of January | of the following year. For
Class Ir carriers, adoption of a higher
classification shall be effective as of January | of
the second succeeding year after the carrier meets
the minimum revenue limit for Class I.

If at the end of a calendar year, or accounting year
of §3 four-wveek periods, a carrier's annual operating
revenue is less than the nuninimum of the class in
which the carrier is classified, and has been for
three consecutive years, the carrier shall adort the
accounting and reporting requirements of the lower
class in which the current year revenue falls.
Adoption of the lower class shall be effective as of
January | of the following year.

Carriers shall notify the Commission by letter of any
change in classification by October 3| of each year.

Any carrier which bhegins new operations (obtains
operating authority not previously held) or extends
its existing authority (obtains additional operating
rights) shall be classified 4in accordance with a
reasonable estimate of its annual dross carrier
operating revenuaes.

When a business combination occurs, such as a merger,
reorganization, or consolidation, the surviving
carrier shall be reclassified effective January | of
the next calendar year on the basis of the combined
revenue for the year when the combinaticn occurred.

In unusual circumstances, such as partial liquidation
and curtailment or alimination of contracted
services, where the classification regulations will
unduly burden the carrier, the carrier may request
the Commission for an exception to the regulatioms.
This request shall he in writing specifying
conditions justifying an exception.

The Uniform Systems of Accounts adopted by the

Interstate Commerce Comnission are hereby prescribed for use
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of Class I, Class II, and Class III Common and Contract
Motor Carriers of Freight, vho operate under the
jurisdiction of this Commission pursuant to the Public
Utilities Act or through the Commission's authority to fix
rates and charges. (G.S. 62-260, Subsection (b))

For purposes of accounting and reporting regulations,
commencing with the year beginning January |, 1977, common
and contract carriers of property subject to the North
Carolina Utilities Cobnmission's jurisdiction are grouped
into the following three classes:

CLASS I: Carriers having annual carrier operating
revenues of $3 millior or more.

CLASS II: cCarriers having annual carrier operating
revenues of $500,000 but less than $3 million.

CLASS III: Ccarriers having annual carrier operating
revenues of less than $500,000.

The class to which any carrier belongs shall be determined
by annual carrier operating revenue by the following manner
and procedure:

(I) If at the end of any calendar year, or accounting
year of (3 four-week periods, such annual carrier
operating revenue is greater than the maximum for the
class in which the carrier is classified, the carrier
shall adopt the accounting and, reporting requirements
of the higher class in which it falls. For Class 1II
carriers adoption of Class I classification shall be
effective as of January | of the following year. For
Class IIT carriers adoption of a higher
classification shall be effective as of January | of
the second succeeding year.

(2) If at the end of any calendar year, or accounting
year of |3 four-week periods, a carrier's annual
carrier operating revenue is less than the minimum of
the class in which the carrier is classified, and has
been for three consecutive years, the carrier shall
adopt the accounting and reporting requirements of
the 1lower class in which the current year revenue
falls. Adoption of the lower class shall be
effective as of January | of the following yeare.

(3) carriers shall notify the Commission by letter of any
change in classification by October 3| of each year.

(4) Any carrier which begins new operations (obtains
operating authority not previously held) or extends
its existing authority (obtains additional operating
rights) shall be classified in accordance with a
reasonable estimate of its annual gross carrier
operating revenues.
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(S5) When a business combinaticn occurs, such as a merger,
reorganization, or consclidation, the surviving
carrier shall be reclassified effective January | of
the next calendar year on the basis of the combined
revenue for the year when the combination occurred.

(6) 1In unusual circumstances, such as partial
liguidation, and curtailment or elimination of
contracted services, where the classification

regulations will wunduly burden the carrier, the
carrier may request the Commission for an exceptiaon
to the requlations. This regquest shall be in writing
specifying the conditions justifying an exception.

(c) Special provisions for carriers with household goods
operations include the following:

(1) For purposes of accounting and reporting revenues and
expenses, the revenues of common and contract motor
carriers of property that have househcld goods
operations are categorized as follows:

(a) Instruction 28B (household goods)

{b) Instruction 27 and 28A (general ccmmodity and
other)

Bach category of revenue is than classified in accordance
with the dollar revenue limits prescribed in the definitions
of Class I, II, and III above and shall be classified in
accordance vwvith subsections (&) (|)-(6) above. When a
carrier has both household goods and general ccmmodity and
other revenue, each category shall be classified (I, II, or
ITII) to determine the accounting and reporting regulations
which pertain to that category.

(2) If a carrier grouped as a Class I or Class II carrier
*in accordance with this section has operations in
both categories in subsection (c) (|) above, and one
of the categories is classified as Class III, such
revenues and expenses shall be accounted and reported
in accordance with the regulations pertaining to the
Class I or Class II category.

(3) If a carrier grouped as Class IXI in accordance with
this section has operations in both categories and
both categories are grouped as Class III in
accordance with this section, such revenues and
expenses shall be accounted and reported in
accordance with the regulations pertaining to the
category with the larger annual dross carrier
operating revenues.
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EXHIBIT NO. 2
ROLE R3-9. ACCOUKTS; ANNUAL REPORTS

{a) The Uniform Systems of Accounts adopted by the
Interstate Commerce Comnmission are hereby prescribed for use
of Cclass I and Class II Railroads which operate under the
jurisdiction of this Cormission pursuant to the Public
Utilities Act or through the Ccmnissionfs authority to fix
rates and charges. {G.S. 62-260, Subsection (b))

(b} For the purpose of anrnnual, other periodical and
special reports, commencing with reports for the year
beginning Januarty |, {977, and thereafter until further
ordered, operating carriers by railrcad subject to the North
Carolina Utilities Conmmnission®'s jurisdiction shall be, and
they are hereby, grouped into the fcllowing classes:

Class I: Carriers having annual carrier operating
revenues of $|0 million or more.

Class II: Carriers having annual carrier operating
revenues of less than ${0 million.

{c) () The class to which any carrier belongs shall be
determined by annual carrier operating revenue.
If at the end of any calendar year such annual
carrier operating revenue is greater than the
maximum for the class in which the carrier is
classified, the carrier shall adopt the
accounting and reporting requirements of the
higher class in which it falls. Class II
carriers shall adopt <Class I classification
effective as of January | of the following
year.

(2) If at the end of any calendar year a Class I
carrier's annual operating revenue is less than
$10 million, and has been for three consecutive
years, the carrier shall adopt the accounting
and reporting requirements for Class II
carriers, Such adoption shall be effective as
of January | of the following year.

(3) carriers shall notify the Commission by letter
of any change in classification by oOctober 3]
of each year.

(W) Newly organized carriers shall be classified on
the basis of their annual carrier operating
revenues for the latest period of operation.
If actual data are not availakble, new carriers
shall be <classified on the basis of their
carrier operating revenue known and estimated
for a year.
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(5) When a business ccmkination occurs, such as a
merger, reorganization, or consolidation, the
surviving carrier shall be reclassified
effective January | of the next calendar year
on the basis of the combined revenue for the
year vhen the ccmbination occurred.

(d)y In unusual circumstances, such as partial
liquidation, and curtailment or elimination of contracted
services, where the classification regulations will unduly
burden the carrier, the carrier may reguest the Commission
for an exception to the regulations. This request shall be
in writing specifying the conditions justifying an
exception.

{e) In applying the classification grouping to any
switching or terminal company which is operated as a joint
facility cf owning or tenant railways the sum of the annual
carrier operating revenues, th2 joint facility rent inconme,
and the totals of the Jjoint facility credit accounts in
operating expenses, shall be used in determining its class.

DOCKET NO. E-]00, SUB 23
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Safety of Certain Dams Owned in ) ORDER REQUIRING
North Carolina by Blectric ] INVENTORY
Utilities ) AND INSPECTION

BY THE COMMISSION: Pursuant to its statutory jurisdiction
over the safety of operation of utilities in North carclina,
the Conmmission 1is reviewing the condition of certain dams
owned in North Carolina by electric utilities that are not
covered by the Dam Safety Law of |[967, N.C.G.S. {43-2|5, or
by Federal Pover Commission license, or by previous order of
this Ccnmission regarding hydroelectric dam safety
inspection programs. Cooling reservoir dams and ash pond
dams are examples of dams which could £fit into this
category.

It is the opinion of the Commission that such dams are
und2r Commission jurisdiction, and to help ensure the safety
of the general public and utility employees, should be
subject to periodic safety inspections by an independent
consultant, chosen and paid for by the utilities.

IT 1S, THEREFORE, ORDERED:

l- That each electric utility shall file by August |,
1976,* an inventory of all its dams within North <Carolina
that are not covered by the Dam Safety Law of |967, N.C.G.S.
{43-215, or by Federal Power Commission license, or by
previous order of this Comnission regarding dam safety
inspections,
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2. That each wutility file by September |, 976, a
schedule for periodic safety inspection by an independent
consultant at least once in every five years of cach cf its
dams referred to in ordering paragraph |.

3. That each wutility file by September |, 1976, an
astimate of the annual cost invclved in ¢the inspections
required in ordering paragraph 2.

ISSUED BY ORDER OF THE COMMISSION.
This 5th day of april, {976.

NORTH CARCLINA UOTILITIES CCMMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)

* Corrected by order dated July 8, {976.

DOCKET NO. ®E~}00, SUB 23
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Safety of Certain Dams Owvned in ) CRDER OF
North Carolina by Electric UGtilities ) CLARIFICATION

BY THE COMMISSION: on April 5, 1976, this Commission
issued an Order Requiring Inventory and Inspection in this
Docket establishing a formal safety inspecticn program for
certain dams owned by the electric utilities operating in
North cCarolina. Tha April 5, |976 oOrder required each
electric utility to file by Septeaber |, [976, a schedule
for periodic safety inspection Lty an independent consultant
of all dams Bot covered by the Dam Safety Law of 967,
N.CeGaS. [43~2]5, or by Federal Pover Commission license, or
by previous order of this Commission regarding dam safety
inspections. On August 3|, |976, pursuant to a Motion filed
by Carolina Powver and Light Company, the <Commission issued
an oOrder allowing an exteansion of time until October |8,
1976, for filing said schedules.

on September |6, |976, representatives of Carolina Bower
and Light Company, Duke Powver Company, the Environmental
Management Commission Staff€, and the Ncrth Carolina
Utilities Commission Staff met to discuss the April 5, |976,
order. A consensus was reached by all parties attending the
neeting cn several questions of jurisdiction and
definitions.

The Ccooission is of the opinion that an oOrder clarifying
the issues discussed at the September |6, |976, meeting and
pertinent to the April 5, |976 Order is appropriate.
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IT IS, THEREFORE, ORDERED:

I. That for the purposes of the dam safety program
established in this docket, the definition of "dam" shall be
as set forth in N.C.G.S. |%43-2]£5.25(2)f£* and shall apply to
all utility ovned dams except for (&) dams subject to
Federal Power Commission jurisdiction and (b) dams that are
part of retired facilities and automatically ccme under
jurisdiction of the Environmental Marnagetient Commission,

2. That the imnspections shall be done ty independent
consultants at five year intervals; however, the first
inspection of all facilities shall be phased over a five
year period,

3. That the scope of the routine inspections shall be as
defined in Phase I of the "Recomumended Guidelines for Safety
Inspection of Dams" released by the Department of the Army,
N0ffice of the Chief of BEngineers, in May (976,

4. That the cost of such inspections shall be borne by
the utility,

S. That requests by a utility for exclusion of dams that
present no apparent safety hazards from the safety
inspection program will be considered op a case by case
basis, and

6. That the Order of April 5, [976 issued in this Dccket
and hereinabove clarified continues in effect as issued.

ISSUED BY ORDER OF THE COMMISSION.
This the {jth day of October, §976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief clerk

(SEAL)

* Corrected by Errata Order dated October 22, [976.

DOCKET NO. G-|00, SOB |4
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Procedure for Natural Gas Rate ) CRDER FURTHER AMENDING
Cases Occasioned by Wholesale ) PROCEDURES FOR FILING
Increases Under G.S. 62-133(f) ) UNDER Ge.S. 62—(33(f)

BY THE COMMISSION: on October (|5, {971, the North
Carolina Utilities Commission adopted procedures to be
followed by gas utilities in North Carclina for filing under
G.S. 62-133(f). At that time, the filings by
Transcontinental Gas Pipe Line Corporation (Transco)
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requesting authority to increase tates originated primarily
from producer increases or general rate cases. Since the
procedures wvere established, the following have occurred:
the FPederal Power Commission has established and apgroved
procedures for Transco to collect all advance payments
through tracking provisions, the number of general rate
cases has increased, adjustments to the cost of gas have
been made wmore frequently, and Transco has proposed to the
Federal Powsr Conmission that it approve a volumetric
variation adjustment clause. All these factors have
produced numerous tariff filings practically on a mounthly
basis. For exanple:

Effective Date CD-2 Rate
1976 at |00% L.F.
Jan. | Actual 9].03¢/8cf
Feb. | Actual 88.87¢/H8ct
Febk. 2 Actual 90.57¢/8cE
Mar. | Expected 3y .27¢/McE
Mar. 2 Expected 90.97¢/Mcf
Apr. | Expected 92.37¢e/Mct

The number of filings required in order to track the above
costs places an undue and annrealistic burden on Loth the
natural gas companies in this State and the Ccmmissicn Staff
and is confusing to the public.

For these reasons, the Commission is of the opinicn that
the natural gas companies operating in this State should be
permitted to establish a deferred account and to place in
that deferred account amounts paid for natural gas over or
under the level established in their most rTecent rate
filings, which shall be considsred the Lase cost of gas.
These amounts should be accrued in the deferred account, and
at the appropriate time an application should ke filed with
this Commission for their recovery in accordance vith the
procedures established in this Docket. Adherence to these
procedures should enable the gas utilities to meet the
statutory 30-day filing requirement therekty eliminating
requests for waiver.

Any refunds received from Transco should also ke placed in
this defarred account.

The Commission 1is of the opinion that if the above
procedures are followed tha filings will be made
administratively mor2 equitable, and the companies, their
customers, and the Commission Staff will benefit through
adequate notice and stability in rates.

IT IS, THEREFORE, ORDERED:

i. That each natural gas utility shall be authorized to
astablish and to place in a deferred account the dcllar
amounts for gas purchased over or under the hase period cost
of gas, as established in its most recent rate filing, until
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the next rate filing, which shall then establish a new base
‘period cost of gas.

2. That any debit balance in the deferred account shall
be recoverable by the utility, and any credit Lbalance in the
deferred account shall be returnable to ratepayers, in the
next rate filing.

3. That, upon implemesntation of rate changes to recover
or refund accunulated balances in the deferred account, the
incremental increase or decrease in revenues (excluding
gross receipts tax) applicable to these balances shall " be
debited or credited to the deferred account on a monthly
basis. The offsetting debit or credit shall be made to the
cost of gas account.

4. That all refunds rec2ived from Transco by the gas
utilities shall be placed in the deferred account.

S. That, to the extent feasitle, purchased gas cost
tracking filings shall be made in conjunction with other
rate filings or by rate filings which may be required by
compissicn order.

ISSUED BY ORDER OP THE COMMISSION.
This the 7th day of april, {976.

NORTH CARQOLINA UTILITIES COMMISSION
Katherine #4. Peele, Chief Clerk

{SEAL)

DOCRET NO. G-|00, SUB 22A
BEFORE TEE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Piedmont Natural Gas )
Company, Inc., Public Service Company ) ORDER APPROVING ONE-
Gf North Carolina, Inc., and North ) YEAR EXTENSION OF
carolina Natural Gas Company for ) TRANSCO-MOSBACHER
Approval of a One-Year Extension of } EXPLORATION AND
the Transco-Mosbacher Exploration ) DRILLING PROGRAM
and Drilling Program )

BY THE CCMMISSION: The Conmmissicn's order of .June 26,
1975, in Docket No. G-|{00, Sub 22, approved a rulemaking
procedure by which the natural gas utility distribution
companies in North Carolina could participate in petroleunm
exploration and drilling activities designed to increase the
supply of natural gas available €for consumers in North
Carolina. Subsequent Orders of the Commission provided that
75% of those exploration expenses which could not properly
or prudently be paid from internally generated funds would
be "tracked," and the companies would file for a rate
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increase or decrease, due to exploration activities,
approximately every six months, based on the costs of such
activities, offset by the revanues generated by such
activities.

By Order issued in this docket on August 4, |S575, the
commissicn approved the first year of a proposed three-year
joint venture entitled the Transco-Moskacher Joint Venture.
The participants in such Joint Venture included, among
others, Transcontinental Exploration Company (Transco},
Rohert Mosbacher (the op2rator), Piedamont VNatural Gas
Company, Inc. (Piedmont), Public Service Company of Horth
Carolina, Inc. (Public Service), and Noxth Carolina Natural
Gas Ccrporation (N. C. Natural).

The initial duration of the program was to be for one
year, but if the program proved successful, it was the
expressed intention of tha parties to continue the prograa
from year to year on an annual basis. It was anticipated
that, if the program achieved average success, new gas would
be discovered and made available to the three participating
North Carolina gas utility companies at an in-glace cost of
approximately $.3| per Mcf.

on May 17, 1976, the Commission received a unanimous
application from th2 Rxploration Ccomittee established
pursuant to Commission Rule R|-}7 (h) (i) reguesting approval
by the Commission of a one-year extension of the Transco-
#losbacher Progranm, The applicaticn reported that new gas
had been discovered during the first year of operation and
that such cost was found at an in-place cost to the
participating North Carolina utilities of $.58 per Mcf based
on proven and probable reserves and $.29 per WHcf based on
provan, probable and possible reserves. These cost figures
were based on data supplied to the Ccrnmittee by Transco.

Oon June 9, 976, the Commission authorized and directed
that an independent appraisal of Tramnsco's data be made by
George S. Monkhouse & Associates, Inc., an independent firm
of petroleum engineers and consultants in Dallas, Texas.
The results of the Honkhouse analysis tend to substantially
confirm the data provided by Transco.

Based upon the foregoing, the Ccmmission concludes that
the proposed one-year extension of the Transco-Mostacher
Program is just and reasonable under the standards adopted
by the Commission's Rulemaking Order issued on June 26,
1975, and that such extension merits the approval of the
Ccmmission herein, subject tc further scrutiny at the tinme
the ¢three ©participating utilities file for such changes in
rates as may be necessary to recoup costs and account for
revenues associated wvith the program.
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IT IS, THEREFORE, ORDERED:

|a That the one-year extension of the Transco-Hosktacher
Joint Venture in the form presented to the Conmission be,
and the sawme 1is hereby, approved and the three North
Carolina gas utilities involved are hereby authorized to
participate in such program either directly or through
wholly-ovned subsidiaries.

The approval herein granted 1is 1limited to the amount
budgeted for the second year's operations as contained in
the original application and is further limited in time to
two years from and after the first expenditure of funds by
the North Carolina wutilities in the first year of this
project.

2. That the participating utilities, through the
Chairman of the Exploration Committee, shall provide to the
Comxmission timely €£ilings of all data received from
Transco-Yosbacher concerning this progran.

ISSUED BY ORDER OF THE COMMISSION.

This the 29th day of July, [976.

NORTH CAROLINA UTILITIES COMMISSION
Anne L. Olive, Deputy Clerk

(SEAL)

DOCKET NO. G-|00, SUB 26
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Binimum Federal Safety Standards ORDER ADOPTING

)
for Pipeline Pacilities and ) AMENDMENTS
Transportation of Gas Under the } TO THE MININUN
Natural Gas Pipeline Safety Act ) FEDERAL

)

as Codified in 49 USC |67], et seq. SAFPETY STANDARDS

BY THE COMMISSION: The Office of Pipeline Safety
Operations of the United States Department of Transportation
pronulgated Minimum Federal Safety Standards for pipeline
facilities and the transportation of gas in 49 CFR Part |92.

on December 30, 1970, the WNorth carolina Utilities
Commissicn issued an order undar Docket No. G-(00, Sub |3
adopting the Minimum Pederal Safety Standards for Natural
Gas Pipeline Safety as adopted by the Departnment of
Transportation in 49 CFR Part |92. Since that time, several
amendzents have been proposed and adopted to the Minimum
Federal safety Standards by the Office of Pipeline Safety
and, subsequently, adopted by the North Carolina Utilities
Commission.
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Under the provisions of G.S. 62-50, the North Carolina
Utilities Commission has pipeline safety Jjurisdiction over
all natural gas public wutilities and wpunicipal gas
facilities. During [975, the o0ffice of Pipeline sSafety
Operations adopted several amendaments to Part [92 of Title
49 of the Code of Federal Regulations. These amendments are
as follovws:

le In consideration of the foregoing, §(192.625(g) (}) of
Title 49 of the Code of Pederal Regulations 1s amended
effective Januarcy |, 1979, to read as follows:

(9) * * *
(t) January t, k977; or
* * * * *
2. Section |92.225(a) is amended to read as follows:

§192.225 Qualification of welding procedures.

{a) Each welding procedure must be qualified under
section IX of the ASME Boiler and Pressure Vessel Code or
section 2 of the 973 edition of API Standard ||O4,

vhichever is appropriate to the function of the weld, except
that a welding procedure qualified under section 2 of the
1968 editicn of API Standard [|04% before March 20, |975, may
continue to be used but may not be requalified under that
edition.

* x * * *
3. Section (92.227(a) (2) is amended to read as follows:
$192.227 Qualification of welders.

(a) * #* *

(2) The folloving editions of section 3 of API
Standard {|0Y%:

{i) The 1973 edition, except that a
welder may be qualified by radiography under subsecticn 3.5|
without regard for the standards in subsection 6.9 for depth
of undercutting adjacent to tha root bead; or

(ii) If a welder is gqualified before March
20, |975, the )968 edition, except that a welder may not
requalify under the |968 edition.

* * * * »
4. Section ]92.229(c) is amended to read as follows:

§192.229 Limitations on welders.
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* * * * *

(c) A welder qualified under $§192.227(a) may not
weld unless within the preceding 6 calendar months the
welder has had one weld tested and found acceptatle under--

(1) Section 3 or 6 of the ]973 edition of API
Standard | |04, except for the standards in subsection 6.9
for depth cf undercutting adjacent to the root bead; or

(2) In the case of tests conducted Lkefore
March 20, 1975, section 3 or 6 of the 1968 edition of API
Standard | 104..
5. Section [92.24)(c) is amended to read as follows:

§192.24) Inspection and test of welds.

* * * * *

(c) The acceptability of a weld that is
nondestructively tested or visually inspected is determined
according to the standards in section 6 of the {973 edition
of API Standard |{04, except for the standards in subsection
6.9 for depth of undercutting adjacent to the root bead.

6. Item IX.A.8 of Appendix A of Part |92 would be
amended to read as follows:

APPENDIX A — INCORPORATED BY REFERENCE

* * * * *
II. Documents incorporated by reference.

A. American Petroleuam Institute:

* x * * *

8. API sStandard (|04 "standard for Welding
Pipe lines and Related Pacilities"™ (j968 and [973 editioms).

* * * * *

7. In 4$192.59, paragraphs (a) (|) and (b) (|) are revised
and a newv paragraph (c) is added to read as follows:

§192.59 Plastic pipe.

(a) New plastic pipe is qualified for use under
this part if--

(I) When ¢the pipe is manufactured, it 1is
manufactured in accordanc2 with the latest listed edition of
a listed specification, except that Etefore March 21, [975,
it may be manufactured in accordance with any listed edition
of a listed specification; and



GAS 2]

* = * * *

{(b) Used plastic pipe is qualified for use under
this part if--

(1) When the pipe was manufactured, it was
manufactured in accordance with the latest listed edition of
A listed specification, except that pipre manufactured before
March 2|, |975, need only have met the requirements of any
listed edition of a listed spacification;

] * * * ]

{c) For the purpose of paragraphs (a) (I) and (b) ({)
of this section, where pipe of a diameter included in a
listed specification 1is impractical to use, pipe of a
diameter between the sizes included in a listed
specification may be used if it--

{1) Meets the strength and design criteria
required of pipe included in that listed specification; and

(2) Is mnanufactured from plastic ccmpounds
which meet the criteria for material required of pipe
included in that listed specification.

8. In Section II of Appendix A, subsection B.|8. is
amended by adding "D25{3-70'" and ®D25y3-7|" within the
parenthetical expression.

9. In Section I of Appendix B, the next to the last
item, beqginning "ASTM D25(3," is amended by adding the
numbers "pg70n and wig7 " within the ©parenthetical
expression.

(XIS Section 92.707 of Titlz 49 of the Code of Federal
Requlations is revised to read as follows:

§192.7C7 Line markers for mains and transmission lines.

{a) Buried pipelines, Except as provided in
paragcaph {b) of this section, a line marker must be placed
and maintained as close as practical over each buried mnain

and transmission line--

(1) At each crossing of a public roead,
railroad, and navigable waterway; and

(2) Wherever necessary to identify the
location of the transmission line or main to reduce +the
possibility of damaga or interferance.

However, until Januvary [, {978, paragraphs (a) (I) and
{a) {(2) of this section do not apply ¢to mains installed
before April 2|, {975, and until January |, |978, paragraph
() (1) of this section does not apply to transmission 1lines
installed before April 2|, |975.
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(b) Exceptions for buried pipelines. Line markers
are not required for buried mains and transmission lines—-

(1) In Class 3 or Class 4 locations——

\ (i) Where placaemant of a marker is
impractical; or

(ii) Rhere a pragran for preventing
interference with underground pipelines is established by
law; or

(2) In the case of navigakle waterway crossings,
within 100 feet of a line marker placed and wmaintained at
that waterwvay in accordance with this section.

(c) Pipelines aboveground, Line markers must be
placed and maintained along each section of a wmain and
transmission 1line that is located aboveground in an area

accessible to the public.

(d) Markers other than at navigable waterways. The
following must be written legibly on a background of sharply

contrasting color on each 1line marker not placed at a
navigakle waterway:

(1) The word “Warning," "“Caution,"™ or “Danger"
followed by the words "Gas Pipeline® all «c¢f which, except
for markers in heavily developed urban areas, nust be in
letters at least one inch high with one-quarter inch stroke.

(2) The name of the operator and the telethone
nunber (including area code) where the operator can be
reached at all times.

(e) arkers at navigatle waterways. Bach 1line
marker at a navigable waterway must have the following

characteristics:

(1) A& sign, rectangular in shape, with a
narrow strip along each edge colorad international orange
and the area between 1lettering on the sign and boundary
strips colored white,

(2) Written on the sign in block style, black
letters—-

(i) The word "Warming," "“Cauntion," or
"Danger," followed by the words "Do Not Anchor or Dredge"
and the words f'Gas Pipeline Crossing"; and

(ii) The name of the operator and the
telephone number (including area code) where the operator
can ke reachad at all tinmes.

(3) In overcast daylight, the sign is visible
and the writing required by paragraph (e) (2) (i) .of this
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section is legible, from approaching or passing vessels that
may damage .or interfere with the pipeline.

(£) Existing markers. Line markers installed
before April 2|, |975, which do not comply with paragraph
(i) or (e) of this section may be used until January f{,

1980.

I1l. In $§[92.625, paragraphs (a) and (b) are revised to
read as follows:

§192.625 oOdorization of gas.

(a) A combustible gas in a distribution line pust
contain a natural odorant or be odorized so that at a
concentration in air of one-fifth of the lower explosive
limit, the gas is readily detectable Lky a person with a
normal sense of smell.

(b) After December 3|, |376, a combustible gas in a
transmission line in a Class 3 or Class 4 1location must
conply with the requirements of paragraph (a) of this
section unless--

(1) At least 650 percent of the length of the
line downstream from that locaticn is in a Class | or Class
2 location;

(2) The line transports gas to any of the
fcllowing facilities which received gas without an odorant
from that line before May 5, 1975;

(i) 2n underground storage field:
{ii) A gas processing plant;
{iii) A gas dehydration plant; or

(iv) An industrial plant using gas in
a process vhere the presence of an odorant--

(R) Makes the end product unfit for
the purpose for which it is intended;

(B) Reduces the activity of a
catalyst; or

{C) Reducas the percentage
completion of a chemical reaction; or

{3) In the case of a 1lateral 1line which
transports gas to a distribution center, at least 50 percent
of the 1length of that 1line is 4in a Class { or Class 2
location.

* * *® - *
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12. In $192.705, paragraph (a) is amended, paragraph (b)
is revised, and paragraph (c) is deleted. As amendad,
§192.705 reads as follows:

§]92.705 Transmission lines: Patrolling.

ta) Each operator shall have a patrocl grogranm to
observe surface conditions on and adjacent to the
transmission 1line right-of-way £for indications of leaks,
construction activity, and other factors affecting safety
and operation.

(b) The frequency of patrols is determined by the
size of ¢the 1line, the operating fressures, the class
lccaticn, terrain, weather, and other relevant factors, but
intervals between patrols may not be longer than prescribed
in the following table:

Maximum interval Fretween patrols

.Class location At highwvay and
of line railroad crossings At all other places
[o2 6 months | year
3 3 months 6 months
4 do 3 mcnths
| 3. Section |92.706 is added to read as follows:

$192.706 Transmission lines: Leakage surveys.

(a) Each operator of a transmission 1line shall
provide for periodic leakage surveys of the 1line in its
operating and maintenance plan.

{b) Leakage su:vé}s of a transmission line must he
conducted at intervals not exceeding | year. However, in
the case of a transmission 1line which transgorts gas in
conforpity with ${92.625 without an odor or odorant, leakage
surveys using leak detector equipment must be conducted--

(1) In cClass 3 1locations at intervals not
exceeding 6 months; and

(2) In Class 4 locations, at intervals not
exceeding 3 months,

| 4. In the table of contents, $192.706 is added to read
as followvs:

Sec. |92.706 Transmission lines: 1leakage surveys.
15. Section (92.65(a) is amended to read as follows:
§ 192.65 Transportation of pipe.

In a pipeline to be operated at a hoop stress of 20
percent or more of SMYS, an operator may not use pipe having
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an outer diameter ¢to wall thickness ratio of 70 to |, or
more, that is transported by railroad unless--

(a) The transportation is performed inm accordance
with the }972 edition of API RPS5L|, except that before
Pebruary 25, 1975, the transportation may be performed in
accordance with the 967 edition of API RPSL|.

16. In Section II.A of Appendix A to Part (92, item 4 is
amended to read as follows:

APPENDIX A--INCORPORATED BY REFERENCE

* ® * x x
II. Documents incorporated Ly reference.

A. American Petroleum Institute:

* x * * *

4. API Recommended Practice 5L| entitled "APY
Recommended Practice for Railroad Transportation of Line
Pipe” ({1967 and {972 editions).

The Commission is of the opinion that in many instances
the state safety standards and the Ncrth Carolina Law under
the aunthority of the Commission exceeds the Minimum Pederal
Safety Standards; however, the Commission concludes that, in
the interest of cooperative regulation with agpropriate
Fedaral agencies and in reviev of the specific legislative
nandate under provisions of G.S. 62-2 and G.S. 62-50, the
above stated amendments and new additions, as adopted by the
Department of Transportation in 49 CFR Part |92, should be
adopted and made applicable to such pipeline facilities and
facilities for transportation of natural gas under the
jurisdiction of this Commission.

IT IS, THEREFORE, ORDERED AS FGLLOWS:

|- That the following amendments as listed to the
Minimum Fed2ral Safety Standards pertaining to gas pipeline
safety and the transportation of natural gas as adopted in
49 CFB Part |92 in effect as of the date of this order Vbe,
and the same hereby are, adopted by the Ccmmission to be
applicable to all natural gas facilities under its
jurisdiction except as to those requirements of North
Ccarolina Law which exceed or are more stringent than the
standards set forth in the above mentioned Pederal enactment
and, further, with the exception of any subsequent
modification or amendment to the WNorth Carolina Safety
Standards.

Part |92 of Title 49 of the Code of Federal Requlaticnms is
amended as follows:
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le In consideration of the foregcing, ${92.625 (g) (])
of Title 49 of the Code of Pederal Regulations is amended
effective January [, 1975, to read as follows:

(g) * * *
(1) January |, |977; or

* * * * *

2. Section |92.225(a) is amended to read as follows:
$192.225 Qualification of welding procedures.

(a) Each welding proaocedure must bhe qualified under
section IX of the ASHE Boiler and Pressure Vessel Code or
section 2 of the [973 edition of API Standard ||04,
vhichever is appropriate to the function of the weld, except
that a welding procedure qualified under section 2 of the
1968 edition of API Standard 1|04 before March 20, |975, may
contingue to be used but may not be requalified under that
edition.

* * # * *
3. Section [92.227(a) (2) is amended to read as follows:
$192.227 Qualification of welders.

{a) * * »

(2) The folloving editions of section 3 of APX
Standard | ]04:

(i) The {973 edition, except that a
welder may be qualified by radiography under subsection 3.5|
without regard for the standards in subsection 6.9 for depth
of undercutting adjacent to the root bead; or

(ii) If a wvelder is qualified before March
20, |975, the 1968 edition, except that a welder may not
requalify under the |968 edition.
* * * * *

4. Section ]192.229(c) is amended to read as follows:

$192.229 Limitations on welders.

* * % * %

(c) A welder qualified under §]192.227(a) may not
weld unless within the preceding 6 calendar months the
velder has had one weld tested and found acceptable under—
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{1) Section 3 or 6 of the |973 edition of API
Standard | |04, except for the standards in subsection 6.9
for depth of undercutting adjacent to the root bead; or
(2) In the case of tests conducted before
Match 20, |975, section 3 or 6 of the |968 edition of API
Standard | |04.
5. Section |92.24)| (c) is amended to read as follows:
§192.24] Inspection and test of welds.

* * * * *

(©) The acceptability of a weld that is
nondestructively tested or visually inspected is determined
according to the standards in section 6 of the |973 edition
of API Standard |]04, except for the standards in subsection
6.9 for depth of undercutting adjacent to the rocot bead.

6o Item IX.A.8 of Appendix A of Part {92 would be
amended to read as follows:

APPENDIX A ~- INCORPORATED BY REFERENCE

* * ¥ * *
II. Documents incorporated by reference.

A. American Petroleun Institute:

* * * * *

8. API Standard | {04 “Standard for Welding
Pipe Lines and Related Facilities" ([968 and [973 editicns).

* *« * * *

7. In 6(92.59, paragraphs (a) (J) and (b) (|) are revised
and a new paragraph (c) is added to read as follows:

§192.59 Plastic pipe.

{a) New plastic pipe is qualified for use under
this part if--

(1) When the pipe 1is manufactured, it is
ranufactured in accordance with the latest listed edition of
a listed specification, except that before March 2|, |975,
it may be manufactured in accordance with any listed edition
of a listed specification; and

* * x * *

{b) Used plastic pipe 1is gualified for use under
this part if--
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{i{) When the pipe was manufactured, it wvas
manufactured in accordamce with the latest listed edition of
a listed specification, except that pipe manufactured before
March 2[, 1975, need only have met the requirements of any
listed edition of a listed specification;

* * * * *

(c) For the purpose of paragraphs (a) (t) and (b) (1)
of this section, where pipe of a diameter included in a
listed =specification 1is impractical to use, pipe of a
diameter between the sizes included in a listed
specification may be used if it--

{l) Meets the strength and design criteria
required of pipe included in that listed specification; and

(2) Is mnmanufactured from glastic conpcunds
which meet the c¢riteria for material required of pipe
included in that listed specification.

8. In Section II of Appendix A, subsection B.|[B8. is
amended by adding “D25|3-70" and "p25]|3-7y* within the
parenthetical expression.

9. In Section I of Appendix B, the next to the last
item, beginning "ASTH¥ D25(3," is amended by adding the
numbers " 970" and w97 uithin the parenthetical
expression.

{ 0. Section (92.707 of Title 49 of the Code of Federal
Requlations is revised to read as follows:

§192.707 Line markers for mains and transmission lipnes,

(a) Buried pipelines, Except as provided in
paragraph (b) of this section, a line marker must be placed
and maintained as close as practical over each buried main
and transmission line--

(1) At each crossing of a public roagd,
railroad, and navigable wvaterway; and

(2) Wherever necessary to identify the
location of the transmission line or main to reduce the
possibility of damage or interference.

However, until January |, 1978, paragraphs (a) (l) and
(a) {2) of this section do not apply to mains installed
before April 2|, 1975, and until January |, |978, paragraph
(a) (1) of this section does not apply to transmission 1lines
installed before April 2|, ]975.

{h) Exceptions for buried pipelines. Line markers

are not required for buried mains and transmission lines—-

(1) In Class 3 or Class 4 locations—-
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(1) Rhere placement of a marker is
impractical; or

(ii) Where a program for preventing
interference vith underground
pipelines is established by law; or

(2) 1In the case of navigable waterway
croseings, within |00 feet of a 1line parker placed and
maintained at that waterway in accordance with this section.

(c) Pipelines aboveground. Line markers must be
placed and maintained along each section of a main and

transmission 1line that 1is 1located aboveground in an area
accessible to the public.

(d) Markers other than at navigable waterways. The
following must be written legibly on a background of sharply

contrasting color on each 1lina marker not placed at a
navigable waterway:

{l1) The word "Warning,%" "Caution,"™ or *Danger"
followed by the words "“Gas Pipeline" all of which, -except
for markers in heavily developed urban areas, must ke in
letters at least one inch high with one-quarter inch stroke.

(2) The name of the operator and the telephone
numbexr (including area code) where the operator can be
reached at all times.

(e) Markers at navigable waterways. Each 1line
marker at a navigable waterway must have the following
characteristics:

(I) & sign, rectangular in shape, with a
narrow strip along each edge colored international orange
and the area between lettering on the sign and boundary
strips colored white.

(2) wWritten on the sign in block style, black
letters--

(i) The word “warning," f"Caution," or
“Danger,!" followed by the words "Do Not Anchor or Dredge"
and the words "Gas Pipeline Crossing"; and

(ii) The name of the operator and the
telerhone number (including area code) where the operator
can ke reached at all times.

(3) In overcast daylight, the sign is visible
and the writing required by paragraph (e) (2) (i) of this
section is legible, from approaching or passing vessels that
may damage or interfere with the pipeline,

() Existing markers. Line markers installed
before aApril 2|, 1975, which do not comply with paragraph
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(dy or (e) of this section may be used until January |,

11e In $§192.625, paragraphs (a) and (k) are revised to
read as follows:s

$192.625 0odorization of Gas.

(a) A combustible gas in a distributicn line mnust
contain a natural odorant or be odorized sc that at a
concentration in air of omn=2-fifth of the lower explosive
l1imit, the gas is readily detectable by a person w«€ith a
normal sense of smell.

(b) After December 3|, |976, a combustible gas in a
transmission line in a Class 3 or Class 4% location nmust
comply with the reguirements of paragraph (a) of this
section unless—-

(I) At 1least 50 parcent of the length of the
line downstream from that location is in a Class | or Class
2 location;

(2) The 1line transports gas to any of the
following facilities which received gas without an odorant
frcm that line before May 5, 1975;

(i) An underground storage field;
(ii) A gas processing plant;

(1ii) A gas dehydration plant; or

{(iv) An industrial plant using gas im a
process where the presence of an odorant--

(A) Makes the end product unfit for
the purpose for which it is intended;

(B) Reduces the activity of a
catalyst; or

(C}) Reduces the percentage
completion of a chemical reaction; or

(3) In the case of a lateral 1line which
transports gas to a distribution center, at least S0 percent
of the 1length of that 1line is in a Class | or Class 2
location.

* ® * *® *
| 2. In §]|92.705, paragraph (a) is amended, paragraph ({(b)
is revised, and paragraph (c) is deleted. As amended,
§192.705 reads as follows:

$192.705 Transmission lines: Patrolling.
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(a) Each operator shall have a patrol program to
observe surface conditions on and adjacent to the
transmission 1line right-of-way for indications of 1leaks,
construction activity, and other factors affecting safety
and operation,

{(b) The frequency of patrols is determined by the
size of the 1line, the operating pfpressures, the class
location, terrain, weather, and other relevant factors, but
intervals between patrols may not be longer than prescribed
in the fcllowing table:

Maximum interval between patrols

Class location At highway and
of line railroad crossings At all other places
[+2 6 months ] Year
3 3 months 6 mcnths
4 do 3 months

| 3. Section |92.706 is added to read as follows:
§192.706 Transmission lines: Leakage surveys.

(a) Each operator of a transmission 1line shall
provide for periodic leakage surveys of the 1line in its
operating and maintenance plan.

(b) Leakage surveys of a transmission line nmust be
conducted at intervals not exceeding | year. However, in
the case of a transmission 1line which transports gas in
conformity with $§[92.625 without an odor or odorant, leakage
survays using leak detector equipment must be conrducted--

{I) In Class 3 1locations at intervals not
exceeding 6 months; and

(2) In Class 4 locations, at intervals not
exceeding 3 months.

14, In the table of contents, §]/92.706 is added to read
as fcllowus:

Sec. |92.706 Transmission lines; leakage surveys.

5. Section }92.65(a) is amended to read as fcllows:

6192.65 Transportation of fpipe.

In a pipeline to be operated at a hoop stress of 20
percent or more of SM¥YS, an operator may nct use pipe having
an outer diameter ¢to wall thickness ratio of 70 to [, cr

more, that is transported by railrcad unless—--

(a) The transportation is performed in accordance
with the |972 edition of API RP5L|, except that before
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February 25, 1975, the transportation may be performed in
accordance with the }967 edition of API RP5L|.

|6 In Section II.A of Appendix A to Part |92, item 4 is
arended to read as follows:

APPENDIX A —-- INCORPORATEL BY REFERENCE
* * * * *
II. Documents incorporated by reference.
A. American Petroleum Institute:
* * * *« *
(8) API Recommended Practice 5L| entitled "ARY
Recommended Practice for Railrcad Transportation of Line
Pipe® (1967 ard 1972 editions).
2. That a copy of this order be mailed to all natural
gas utilities and the municipal gas operators under the

jurisdiction of this Commission.

3. That a copy of this order be transmitted to the
Department of Transportation, Washington, D.C.

ISSUED BY ORDER OF THE COMMISSION.

This the 3rd day of March, |976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. G-|00, SUB 27
BEFORE THE NORTH CAROLINA UTILITIES COKMISSION

In the Matter of

Investiqgation and Promulga- ) ORDER PROPCSING UNIFORY

tion of Bule to Establish ) STANDARDS FOR CLASSIFICATION
Uniform System of Gas Leaks ) AND INSPECTION OF GAS LEAKS
HEARD IN: The Hearing Rcom of the Ccmnmission, Ruffin

Building, One Wa2st Morgan Street, Raleigh,
North Carolina, on April 6, |976

BEFORE: Chairman Harvin R. Wocten, Presiding, and
Commissioners Ben E. Roney, Tenney I. Deane,
Jr., J. Ward Purrington, and W. Lester Teal,
Jr.
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APPEARANCES:
For the Companies:

Jerry Wa Amos, Brooks, Pierce, McLendon,
Humphrey &€ Leonard, Attorneys at lLaw, Post
Office Drawer U, Greenshoro, North Carclina
27402

For: Piedmont Natural Gas Company

F. Kent Burns, Boyce, Mitchell, Eurns & Smith,

Attorneys at Law, Post Office Box 1406,

Raleigh, North Carolina 27602

For: Public Service Company of North
Carolina, Inc.

Donald H. McCoy, MHcCoy, Weaver, Wiggins,
Cleveland & Rap=2r, Attorneys at Law, Post
Ooffice Box |&88, Fayetteville, North Carclina
28302

For: North carolina Natural Gas Corporation

For the Ccmmission Staff:

John R. #olm, Assistant Commission Attorney,
North Carclina Utilities Comnission, Post
Office Box 99|, Raleigh, North Carolina 27602

Dwight W. Allen, Assistant Commission Attorney,
North <Carolina Utilities Ccmmissicn, Post
Office Box 99|, Raleigh, North Carolina 27602

BY THE COMMISSION: on January 20, [976, upon its own
initiative, the North Carolina Utilities Commission issued
an Order promulgating a Proposed Rule R6-4|, Uniform Systen
of Gas Leaks to become effective #arch |, |976, subject to
comment and hearing. A1l interested parties were directed
to file their comments no later than February 26, {976.

The Ccenission received several remarks and ccmments from
the natural gas distributing ccmpanies in Ncrth Carolina
and, based on those remarks and comments, postponed the
affective date of the proposed rule and scheduled hearing on
the matter for April 6, |976, at 9:30 a.m. ip the Commission
Hearing Rocm, Ruffin Building, Raleigh, North carclina.
Said hearing was held at the data, time and place indicated
and all parties were present and represented by counsel.

There are cucrrently no uniform guidelines for
classification and inspection of gas leaks being fcllowed by
the natural gas companias in North Carolina. This lack of
uniformity has greatly hampered the ability of the
Comnission's staff to assura that proper inspection and
classification procedures are being used.

Although the safety record of the gas distributing
companies in North Carolina 1is commendable, the lack of
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detailed uniform guidelin=zs has resulted in delayed
reporting of gas leaks by consultants and others who conduct
leakage surveyse. In some instances, hazardous leaks have
not been responded to within a reasonable period of time.

The American Society of Mechanical Engineers (ASME) and
the National Association of Regulatory Utility Ccmmissicners
(NAROC) have recognized the need for industry-wide standards
and have adopted their own standards for gas leakage
controls.

The Ccommission is of ¢the opinion that the Gas Leakage
Control Guidelines of ASME constitute reasonable standards
for gas leakage classification and inspection, and believes
that the said ASHME quidelines should be adopted as
acceptable standards to be fc¢llowed by the natural gas
distributing companies in North Carolina.

IT IS, THEREFORE, ORDERED AS FCLLOWS:

|a That notice is hereby given that the Ccmmission
proposes to amend Commission Rule R6-2| by the additicn of
sub-paragraph (8) to read as follows: “The current edition
as 'ASME Gas Leakage Control Guidelines,' American Scciety
of Mechanical Engineers.", a ccpy of which, (Addenda No. {6,
July |975) is attached as Exhibit A* and incorporated herein
Lty reference as if fully set out.

2. Any party wvishing to file comments should do so
within tem (J0) days after the issuance of this order.

3. This order shall become effective on June [, |976,
subject to the Commission!s consideration, in conference, of
compents filed pursuant to paragraph 2.

ISSUED BY ORDER OF THE CCMMISSION.

This 3rd day of May, ]976.

NORTH CAROLINA UTTILITIES COXMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)

*Por Exhibit A see official file.

DOCKET NO. G-|00, SUB 28
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Emergency Purchases by North )
Carolina Gas Utilities Pursuant ) ORDER PRESCRIBING METHODS
to the Settlement Agreement in ) FOR RECOVERING THE COST
FPC Docket No. RP72-99 ) OF PURCHASED GAS
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BY THE COMMISSION: On 28 November |975 the Federal Power
Commissicn approved a settlament agreement filed by
Transcontinental Gas Pipe Line Corporation (Transco) in
Docket No. RP72-99. Under this agqreement, Transco is
permitted to purchase emergency gas and to recover 50% of
the cost on an incremental basis from those customers
receiving the gas and 50% of the cost on a rcll-in basis
from all customers. The specific mathods by which Transco
is permitted to Tecover th2 cost ‘of emergency gas are
contained in Transco's tariffs as filed with and accepted by
the FPC. Custaomers who receive (and are regquired to pay
for) this gas will vary as flowing gas supply varies, and
final determination of the amount which €ach customer will
be required to pay will not be precisely determimed until 3|
October 1976, the end of the period covered by the
agreement.

Duz to the uncertain nature of the pricing of emergency
gas under Transco's settlement agreement, this Ccmunissicn is
of the opinion that a procedure should be established to
facilitate the recovery by North Carolina's five natural gas
distributors of the <cost of emnergency gas supplied by
Transco and to avoid the necessity fcr numerous tracking and
adjustrent filings by the companies.

The Ccmpnission thereforz concludes that each company
should be allowed to maintain a separate account for
deferred purchased gas expanse and to debit to such account
the incremental portion and the roll-in portion of the cost
of emergency gas billed to it by Tramsco.

IT IS, THEREFORE, ORDERED AS FCLLOWS:

la That each of ©North cCarclina's five natural gas
distributors shall maintain a deferred purchased gas
expense account for all charges made Lty Transcc for
emerdency gas.

2. That the costs to be deferred shall be

a. The product of the difference between the
Special Incremental Ccmmodity Charge and the
CD-2 commodity rate times the applicable
emergency voluames; plus

b. The product of the emergency gas cost
adjustment included in Transco's CD-2 and PS-2
commodity rates times the applicable volumes.

3. That charges from Transco for emergency gas shall be
debited to the above account instead of directly to
purchased gas expense.

4. That whenever the amounts contained in the deferred
account reach a level such that a company reasomnably
ktelieves it necessary to recover this cost frcm its
custoners, the company shall file appropriate tariffs
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with the Commission along with three (3) copies of
all work papers supportiang such filings.

That each company shall file with the Commission
thre¢e (3) copies of a monthly report shawing
transactions affecting the deferred account. These
reports shall be due as soon as practicatle but no
later than the end of the next succeeding month.
Included in each report filed shall be a copy of the
bill from Transco for emergency gas purchases and
charges made during the month.

That this Order shall remain in effect pending the
issuance of further orders as the <Commission deems
appropriatz,

TSSUED BY ORDER OF THE COMMISSION.

This

(SEAL)

BEFORE

Rule-making Proceeding for Pricing
of Natural Gas Acguired through
Emergency Purchases

Sth day of February, [(976.

NORTH CAROLINA UTILITIES COMMISSION
Anne L. Olive, Deputy Clerk

DOCKET NO. G-|00, SUB 29
THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

GCRDER ESTABLISHING
POLICY FOR PRICING OF
EMERGENCY GAS; EXEMPT-
ING @ESIDENTIBL
CUSTOMERS FEOX
EMERGENCY GAS PRICING;
SEPARATING LOCKET FOR
INDIVIDUDAL DISTRIEUTION
COMPANY RATE COCKETS

e T

PLACE: Commission Hearing Rocnm, Raleigh, North
Carolina

DATE: November 23, 24 and 29, 1976

BEFORE: Chairman Tenney I. Deane, Jr., Presiding; and
Camnmissioners Ben E. Roney, J. Ward Purrington,
W. Lester T2al, Jr., Barbara A. Simpson and W.
Scott Harvey

APPEARANCES:

For the Respondents:

Jerry W Amos, Brooks, Pierce, Mclendon,
Humphrey & Leonard, Attorneys at Law, Post
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Office Drawer U, Greensboro, North Carolina
27402
For: Piedmont Natural Gas Company, Inc.

FP. Kent Burns and James Day, Boyce, Mitchell,
Burns & Smith, Attorneys at Law, Post Cffice
Box (406, Raleigh, North Carolina 27602
For: Public Service Company of North

Carolina, Inc.

Donald W. McCoy, MHcCoy, HWeaver, Wiggins,
Cleveland €& Raper, Attorneys at Law, Post
Office Box |688, Fayetteville, North Carolina
28302

For: North Caronlina Natural Gas Corporation

For the Intervenors:

Thomas R. Eller, Jr., Hovis, Hunter & Eller,
Attorneys at Law, 80| American Building,
Charlotte, North Carclina 28286
For: N.C. Textile Manufacturing

Association, Inc.

4. Alexander Biggs, Biggs, Meadows, Batts,
Etheridge & Winberry, Attorneys at Law, Post
Office Drawer |53, Rocky Mount, North Carclina
For: Brick Association of North Carclina

Louis B. HMeyer, Lucas, Rand, Rose, Meyer, Vongs

& Orcutt, Attorneys at Law, Post Office Box

2008, Wilson, North Carolina 27891

For: Cities of Wilson, Rocky Mount, Greenville
and Monroe

Bill McCullough and Charles Meeker, Sanford,
Cannon, Adams & McCullough, Attorneys at Law,
Post Office Box 389, Raleigh, North carclina
27602

For: C.F. Industries, Inc.

Anthony E. Cascino, Jr., C. F. Industries,
Inc., Salem Lake Drive, Long Grove, Illinois
60047

For: C.P. Industries, Inc.

Hency S. Manning, Jr., Joyner & Howison,
Attorneys at Law, Post Office Box [09, BRaleigh,
North Carolina 27602

For: Aluminum Company of America

Jacqueline Bernat, Alcoa Law Department, Alcoa
Building, Pittsburg, Pennsylvania
For: Aluminum Company of America



38 GENERAL CRDERS

Richard D. Hicks, Jr., Texfi Industries, Inc.,
Legal Department, |400 Battleqround Avenue,
Post Office Box 20348, Greensboro, North
Carolima 27420

Por: Texfi Industries, Inc.

Jerry B. Pruitt, Associate Attorney General,
Attorney General's 0ffice, Raleigh Building,
Raleigh, North Carolinma 27602

For: The Using and Consuming Public

For the Commission Staff:

Bdward B. Hipp, Commission Attcrney, Ruffin
Building, Post Office Box 99], Raleigh, Nortk
Carolina 27602

Antoinette Re Wike, Associate Commission
Attorney, Ruffin Building, Post Office Box 99|,
Raleigh, Ncrth carclina 27602

BY THE CCHMISSION: This proceeding is before the
Commissicn on the Coammission's Order entered herein on
Noveanber 2, 1976, establishing an investigation and hearing
for the purpose of considering alternative wmethods of
pricing emergency gas and thereafter to establish a uniform
policy to be followed with respect to the ¢pricing for
purchases of emergency gas by North Carolina natural gas
utilities during the winter {976-77.

The public hearing was conducted on November 23, 24 and
29, 1976, with the respcndent gas utility companies,
intervenors, and Commission Staff participating as shown
above.

The gas wutility companies offered testimony, affidavits
and other evidence showing the shortage of CD-2 pipeline gas
for their respective service areas. The shortage results
from Orders of the Pederal Power Ccmumission curtailing the
supply of natural gas from the Transcontinental Gas Pipe
Line Corporation (Transco), the cnly source of natural gas
to the North cCarolina distritution companies in North
Ccarolina (with the exception of Piedmont Natural Gas Company
which receives a relatively minor supply from Carclina Pipe
Line Corporation in South Carolina).

The testimony shows that the North Carolina distribution
companies will be more severely impacted by the Transco
curtailment for the wvinter seascn November {, |976, through
April |, |977, than at any time in the five-year history of
gas shortages in North Carolina. The companies have been
notified of the following respactive percentage curtailments
from their contract supply CD-2 gas for this winter season:
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Winter €D-2 Hinter % Curtailment
100% L.P.  Entitlement

Contract 1976-=77
Lexington 1,343,900 5C€8,000 62.2
N.C. Gas 1,570,400 7€4,000 S|l.4
N.C.N.G. 21,291,000 6,213,000 70.8
Piedmont 30,985,200 (3,087,000 57.8
Public
Service 22,861,800 10,074,000 55.9
Shelby 1,751,600 377,000 78.5
United
Cities 1,894,900 548,000 63.3
Total N.C.
Supply 81,298,400 31,571,000 6147

Onder the PPC ordered plan and Transco's systemwide
deficiency North Carolina will receive only 38.83% of its
contract entitlements of nratural gas from Transco.

The Ccmmission received extensive testimcny and oral
arqument regarding the effect and reasonableness of the
three alternative pricing methods for pricing the additional
purchases of natural gas, as described in the Order of
November 2, |976, i.e., {}) incremental pricing, (2) rclled-
in pricing, and {3) present Ccamission Folicy excluding
residential, public housing and public school rate schedules
from emergency gas pricing.

Each gas distribution ccmpany offered evidence of the
amount of emergency gas needed if its firm customers in
schedules 0, P, Q and R were to te supplied for a normal
winter period and a colder than normal or design winter
period.

Purchases of emergency gas are possible under Sec. 2.68 of
the Natural Gas Act Regulations which allow gas distrikution
companies to purchase temgorary supplies of gas frcm other
distribution companies in gas producing areas, notably
Oklahoma, Louisiana and Texas on 60-day contracts, to serve
only Priority | and Priority 2 customers, and Priority 3 if
they would be Priority 2 except for firm interruptible
distinction, being a restricted list of firm residential,
commercial and limited firm industrial customers for process
qas, feedstock gas and plant protection gas. The price for
this emergency gas 1s not ragulated by the Pederal Pover
Commission and is available at prices averaging
approximately $2.35 per Mcf. The existing cost of Transco's
normal supply of CD-2 gas to the distribution ccmpanies is
?].06 per MHcft.
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The Comrission heard the testimony of the parties and
arguments cf counsel on the merits of and objectioms to each
of the three alternative methods of pricing the emergency
gas. The contentions of ths Attorney General and the
municigpal distributors were that residential customers
should not bear the cost of the gas inasmuch as the present
Priority Plan of the Utilities Ccmmission gives residential
customers the highest priority and the present normal supply
of CD-2 gas adequately serves the residential custcmers.
The Attorney General contends that the emergency gas should
be ,priced incrementally to those customers who receive it.
The industrial intervenors and others who supported rolled-
in pricing contended that they are firm customers who would
have a supply of the 1lower priced gas, except for the
priority system and the low lev3l cf Transco's supply, and
that the residential customers who enjoy the benefit of
receiving gas, to the exclusion of ¢the firm industrial
customers when the supply of CD-2 gas is short, should share
the extra cost of emergency gas 2qually with all custcmers.
The Commission Staff Witness, Dr. Goins, supported
incremental pricing on eccncmic grounds, stating the
incremental user should be aware af the high cost of the gas
he 1is using. R. J. Nery, Chief of the Gas Section of the
Commission's Engineering Staff, testified in support of the
Commissicn's present pricing policy to exclude residential,
public housing and public school rate schedules from
emergency gas pricing, with Fpossible adjustments for the
benefits received as a result of the increased vclume on the
application of the volume variation adjustuments as it
affects present rates.

Based wupon all of the testimony and evidence of record,
and upon consideration of all of the evidence, schedules,
exhibits and arguments of the parties, the Cormissior makes
the following

FINDINGS OF EFACT

fe That the existing shortage of natural gas from
Transco for the winter season November |, {976, ¢through
april |, 1977, creates an emergancy for the winter heating
season severely impacting some firm customers using natural
gas in North Carolina and, under the Utilities Ccomission'’s
priority system, the present supglies of gas from Transco
will not serve firm custcmers 1in essential industrial
operations and may not serve all commercial operations.

2. That in order to provide gas to all firm custcmers,
the gas distribution companies in North Ccarolina pust
purchase additional supplies of emergency gas from
distributors in Oklahoma, Texas and Louisiana under Sece.
2.68 of the Natural Gas Act Regulations at prices estimated
to average $2.35 per Mcf (more than double the current
price, $].06 per Mcf, of gas from Transco).

3. That the residential customers, adequately served by
present Transco gas supplies, ara2 already paying average
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charges higher per Mcf than industrial customers; that under
the vclume variation clause and the exploration tracking
policies established by this Ccmmissior they have been and
will continue to carry a fair share of their burden of
supporting the natural gas service, and that their needs are
met frem existing supplies of <Transco c¢D-2 flowing gas
supplies.

4, That each of the five gas distribution ccmpanies in
North.Carolina is substantially differeat in its service
areas and its mix of customers, in the level of gas supglies
for its customers, and therefore requires different amounts
of emergency natural gas. Bach of the five distribution
companies should make separate £filing urder this gpclicy-
making order for purposes of a separate-rate Order and
filing of tariffs establishing the level of rates for
emergency gas.

5. That a separate emergancy gas surcharge should be
established specifically limited to the winter season [976-
717, excluding residential customers, and that equity
requires that the benefits flowing from the inclusion of the
anergency gas in the volume variation or curtailment
tracking adjustment should accrue to those users paying the
2mergency gas purchase surcharga.

CONCLUSICNS

The Conmission concludes frcm all of the testimony,
exhibits, arguments and contentions of the parties that it
is essential that each of the gas distributicn companies
purchase emergency gas for this winter season and that the
higher cost of this gas should be surcharged on a uniform
pro-rated basis to all rate customers, except residential
customers. This policy ill charge the added cost of-the
emergency gas to those who receive the benefit of the gas
supplies and will exempt the residential customers on the
basis that they are already supporting their fair share of
the gas distribution system cost through higher average cost
per ¥cf ard through their greater support of the drilling
and exploration charges and volume variation adjustment
charges during periods when they are the principal custcmers
left on the system during heavy curtailment periods.

In this unusual situation we are providing that the
benefits from the volumes of emergency gas in the vclume
variation and curtailment tracking adjustmeat shall go to
mitigate the burden on those paying the surcharge for the
emergency gas.

EMERGENCY REQUIRING EARLY DETERMINATION

The present emergency created by the gas shortage for the
winter season [976-77 became known in North Carclina with
the order of the Federal Power Commission on October 8,
1676, imposing the Order &467B priority plan on North
Carolina and the subsequent curtailment data released by
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Transco under this oOrder in 1later October showing the
increased severity of the curtailment to North Carclina.
Efforts began immediately to locate emergency gas supplies
and this investigation was instituted on November 2, 1976,
to determine the amount of emergency gas needed and the
policy to be adopted for pricing such emergency gas. The
distribution companies have located supplies of emergency
gas available in the gas ¢producing areas, and it is
2ssential that they be authorized tc¢ move immediately to
acquire this supply before it is purchased by others. The
colder than normal winter experienced in October and
November makes it essential that gas be purchased quickly
and that the customers know what the pricing policy will be.

The Attorney General and the municipal distributors have
made motions to continue the proceeding for further
investigation and hearing, representing as their priumary
objective the exemption of residential customers £from the
rolled-in cost of the emargency gas. Since the decisicn by
the Commission is to exenpt residential customers from the
smergency surcharge, the motions to continue can be denied
and the case decided without further bhearings, without
substantial prejudice to the position of the RAttcrney
General and the municipal distritbutors.

CONSERVATION

The Conmission re2mphasizes the position it has taken
since the beginning of the gas shortage in its Docket No. G-
100, Sub |8, on December 5, |973, calling for all custcmers
of natural gas companies to conserve the use of natural gas
by turning thermostats down to the minimum level for human
confort and to eliminate all non-essential uses of natural
gas. The impact of the high cost of emergency gas will
adversely affect the economy of North Carolina through an
increase in the cost of industrial products and commercial
services, and all consumers of these products and services
will share in the added impact of the increased ccst of
2mergency gas supplies. Those custcmers who are being
supplied through Transco's flowing gas sugplies should
conserve gas supplies so that less emergency purchase gas
will be reguired to serve all firm customers in the future.

North Carolina is one of the most severely impacted states
in the United States in the shortage cf natural gas due to
its wunigue reliance on a single supplier, Transcontinental
Gas Pipe Line Corporation, which in turnr is one of the most
severely curtailed transmission pipelines. The action of
the Federal Power Commission on Octoker 8, 1976, in ordering
Transco to curtail its customers under FPC Order 467B has
deprived Worth cCarolina of additional volumes of gas which
had been available in prior years. The State of North
Carolina and the Utilities Cowmmission have participated
fully in all proceedings before the FPederal Power Cocmmission
and in the Courts and have appealed to the Congress in
efforts to obtain additional gas supplies for Korth
Carolina. These efforts, together with warmer than normal
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winters from [973 throuqh {975 have in past years alleviated
the crisis which now confronts North Carolina for the winter
season [976-77.

The Utilities Commission has anthorized participation in
exploration and drilling programs for North Carclina
distribution companies which may Frrovide some relief in
years ahead.

The Connission has also initiated an investigation before
the Federal Power Conmission into the delivery by Transco's
gas fproducers not meeting contract okligations. These
efforts and the efforts of Transco in its extensive advance
payments programs offer the fpossibility of a Letter gas
supply beginning with the summer of |978. The conservation
efforts for the winter |976-77 thus need to be greater than
in any prior year. For these reasons, the authorizaticn for
emergency gas pricing in this oOrder will be limited to
emergency purchases for this winter heating season.

IT IS, THEREFPORE, ORDERED AS FCLLOWS:

| That the gas distribution ccmpanies in North Carclina
are herety ordered to purchase quantities of emergency
natural gas sufficient to serve their firm customers in
priorities N, 0, P, Q and R during a colder than normal or
design winter season in accordance with the volumes reguired
as contained in the affidavits and testimony in this docket.

24 That the natural gas distribution companies are
ordered to file in separate dockets amerded rate schedules
or surcharge tariffs to recover the additional cost of such
amergency gas purchases by adding the additional cost of
such erergency gas in a uniform pro-rated Mcf surcharge to
all customers except residential custcmers, and that the
btenefit from the increased volumes due to the emergency gas
purchases as calculated under the volume variation
adjustment or curtailment tracking adjustments and the
dollars so determined shall be credited to the benefit of
the custcmers paying the e2xtra cost of the emergency gas.

3. That the actual rate calculations and the tariffs and
other filings for the emergency purchase surcharge shall be
filed in a separate emergency gas purchase rate docket
established for each of the five distribution companies 1in
North cCarolina to reflect the differences in the volumes of
amergency gas required for each distributicn company
respectively, and the mix of the customers affected by the
emerqgency surcharge, and szparate emergency purchase
surcharge oOrders shall be issued with a different docket
nunker for each distribution ccapany in order to allow
consideration of the different circumstances and conditions
affecting each separate company's rate schedules in a
separate docket.

ISSUED BY ORDER OF THE COMMISSION.
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This 8th day of December, [976.

NORTH CARGCLINA UTILITIES CONMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET 0. G-{00, SUB 29

TEAL AND PURRINGTON, CCMMISSIONERS, OISSENTING: The
majority decisior in this docket £inds that there 1is a
shortage of natural gas. We disagree. Respondents®
unrefuted testimony was that they could or already had
arranged for purchases of Sec. 268 gas in sufficient
quantities to meet the reasonahble needs of their residential
and firm industrial customers in a design winter.

The only shortage for this winter is a shortage of cheap
gas, i.e., Transco's CD-2 volumes.

According to evidence of the respondent Piedmaont, which is
representative of the other respondents, Transco's Cb-2 gas
is currently priced at $.97? per wmcf, a price derived by
rolling in prices of volumes contracted for over many years
at anyvhere £from 3.24 to the present requlated price of
5].42. Piedmont presently has -eight sources of supply
ranging in price from the aforementioned Cb-2 at $.937 per
ncf to Piedmont's LPG at $6.38 per mcf. All of these prices
are rolled in to all customers. Pass-throughs based on
increased cost of gas to Transco are rolled in. The vclume
variation adjustment factor is rolled in. The exploration
surcharge is rolled in.

The traditional pricing policy for the industry nationally
and in North Carolina has been to roll in the various costs
of gas to arrive at one price for gas. This is the pclicy
with regard to Sec. 268 gas in all but one other state at
this tinme.

There would be no guesticn but that the price of this gas
would be rolled in if the FPC would authorize Tramsco to
purchase it, He can see no reascn to change that result
merely because FPC seeks to preserve the fiction that only
requlated gas is sold in interstate commerce. Transco finds
this Sec. 268 gas, makes the arrangements to purchase it,
ascertains from its customers what volumes are required and
chips those volumes to the distribution company. The ocnly
difference from Transco buying the gas is that the invoice
for gas is made direct from supplier to distribution company
with an additional invoice for transportation from Transco,
instead of one invoice from Transco for cost of delivered
gas.

The Attcrney General and the Distribution Cities argqued
that the priority system .established by this cConramission
should operate to allocate the 1lower priced gas to the
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higher priority customers, and that additional purchases
beyond price-regulated gas should be priced.incrementally to
lowat priority customers.

We find no merit in this arqument. The priority systenm
astablished by this Commission was meant tc6 establish
priorities in case of a shortage and should not be
interpreted to affect price.

The obligation placed upon the companies by their
franchise is to szrve the reasonable needs of the custcmers
in the territory it serves. It 4is incumbent on this
Commission to enforce the obligaticns of the franchise. The
companies should be and have been ordered to purchase
sufficient gas to serve the reasonable needs of their
customers. All customers should share the reasonakle costs
incurred by the companies in meeting these reasonable needs.

There is implied in the majority opinion a reluctance to
impact residential space heating customers. He share this
reluctance. However, only fifteen percent (|5%) of North
Carolina residences are dependent on gas for heat. The
Commission has provided no such special treatment for
2lectric heating customers who must pay for higher fuel
costs on a KWH basis. And there is no special pricing for
the remainder vho heat with oil cr wcod. These other groups
conprise eighty-five percent (85%) of the heating load, and
already pay a higher price for heating than those using the
artificially priced natural gas.

The cost of this so-called "emergency" gas should be torne
equally by all customers receiving gas this winter.

W. Lestar Teal, Jr., Combmissioner
J. Ward Purrington, Commissioner

DOCKET NO. G-100, sUB 30
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Natter of
Minimum Pederal Safety Standards
for Pipeline Pacilities and
Transportation of Gas Under the
Natural Gas Pipeline Safety Act as
Codified in 49 USC |67]|, e* sedq.

ORDER ADOPTING
AMENDMENTS

TO THE MINIMNUY
FEDERAL SAFETY
STANDARDS

—— At it

BY THE CCMMISSION: The 0ffice of Pipeline  sSafety
Operations of the United States Department of Transportation
promulgated Minimum Federal Safety Standards for pipeline
facilities and the transportation of gas in 49 CFR Part (92.

on December 30, {970, the ©UNorth Carolina Utilities
Commiscion issued an order under Docket No. 6-{00, Sub I3
adopting the MNinimum F=2deral Safety Standards for Natural
Gas Pipeline sSafety as adopted by the Department of
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Transportation in 49 CFR Part }92. Since that time, several
amendments have been proposed and adopted to the Minimum
Federal Safety Standards by the Office of Pipeline safety
and, subsequently, adopt2d by the North Carolina Utilities
Ccmmissicn.

Undex the provisions of G.S. 62-50, the North Carclina
Utilities Commission has pipeline safety Jurisdiction over
all natural gas public wutilities and wounicipal gas
facilities. During |976, the 0ffice of Pipeline Safety
Operations adopted several amendments to Part [92 of Title
49 of the Code of Federal Regulations.

These amendments were adopted under the following OPSG
Docket numters.

[I] Docket No. OPS0O-34; Amdt. |92-22

Incorporation By Reference
Issued March 25, |976

[II] Docket No. OPS0-33; Amdt. |92-23

Protecting Cast-Iron Pipelines
Issued March 25, (976

{ITII] Docket No. OPSO-32; Amdt. {92-24

Emergency Plans
Issued KMarch 25, 1976

{IV] Docket No. OPSO-36; Amdt. |92-25

Caulked Pell and Spigot Joints
Issued June 4, |976

[V] Docket No. OP50-23; aAmdt. |92-26
Bends and Elbows
Issued .June |7, |976

[VI] Docket No. 0PSO-30; Amdt. |92-27

gffshore Pipeline Paciljties
Issued August 9, 1976

The Ccooission is of the opinion that in many instances
the state safety standards and the North Carolina Law under
the authority of the Commission exceeds the Minimum Federal
Safety Standards; however, the Ccmmission concludes that, in
the interest of cooperative regulation with appropriate
Federal agencies and in reviev of the specific 1legislative
mandate under ©provisions of G.S. 62-2 and G.S. 62-50, the
above stated amendments and new additions, as adopted ky the
Department of ‘Transportation in 49 CFR Part [92, should be
adopted and made applicable to such pipeline facilities and
facilities for transportation of natural gas under the
jurisdiction of this Commission.

IT IS, THEREFORE, ORDERED AS FOLLORS:

le That the following amendments as 1listed ¢t¢ the
Minimum Fed=ral Safety Standards pertaining to gas pipeline



GAS 47

safety and the transportation of natural gas as adopted in
49 CFR Part [92 in effect as of the date of this order be,
and the same hereby are, adopted by the Commission to be
applicable to all natural gas facilities under its
jurisdiction except as to those requirements of North
Carolina Law which exceed or are more stringent ¢than the
standards set forth in the above mentioned Federal enactment
and, furtker, with the excaption of any subsequent
nodification or amendment to the North Carclina Safety
Standards.

¥ % % %

[1] In consideration of the foregoing, Chapter I of Title
49 of the Code of Federal Regulations is amended as follows,
affective July |, 19762

Part [92 - Transportation of Natural and Other Gas by
Pipeline, Minimum Pederal Safety Standards

| Section |92.(45(a) 1is revised to read as follows:
${92.1u45 VvValves.

{a) Each valve must meet the oinimum requirements, or the
equivalent, of API 6A, API 6B, MSS SP-70, MSS SP-7|, or MSS
Sp-78-, except that a valve designed before July |, 1976, may
meet the minimum requirements of ¥SS SP-52. A valve may not
be used under operating conditions that exceed the
applicable pressure~temperatura ratings contained in those
standards.

* ¥ % %

2. Section 192.225(a) is amended to read as follows:
$192.225 Qualification of welding procedures.

(a) Each welding procedure mwmust be gqualified wunder
Section 1IX of the |974 edition of the ASHE Boiler and
Pressure Vessel Code or Section 2 of the |973 edition of API
Standard | |04, whichever is appropriate to the functicn of
the weld, except that a welding procedure qualified under
Section IX of the (968 edition of the ASME Bciler and
Pressure Vessel Code before July {, 1976, or Section 2 of
the |968 edition of API Standard | |04 before March 20, {975,
may continue to be used but may not be requalified under
that editicn.

* % ¥k &

3. Section {92.227(a) {(|) is revised to read as fcllous:
$192.227 Qualification of welders.

ta) * % %

(1) Section IX of the |974 edition of the ASME Boiler and
Pressure Vessel Code or, if qualified before July [, 1976,
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the |968 edition, except that a welder may not regqualify
under the |968 edition.

* % ¥ X

4. Appendix A.I.(F) to Part |92 is amended to read as
follows:

Appendix A - Incorporated by Reference
I. List of organizations and addresses.

* ¥ X %k

(F) National Fire Protection Association (NFPA), 470
Atlantic Avenue, Boston, Massachusetts 02]]|0.

Se Appendix A.II to Part (92 1is amended to read as
follovs:

Appendix A - Incorporated by Reference

* & ¥ %

Il1. Documents incorporated Ly reference. Numbers in
parentheses indicate applicatle editions. Only the latest
listed editiom applies, except that an earlier 1listed
edition may be followed with respect to pipe or compcnents
which wvere manufactured, designed, or installed Before July
l, 1976, unless otherwise provided in this part.

A. American Petroleum Institute:

(1) AaPpT Standard 5A "“API Specification for Casing,
Tubing, and Drill Pipe™ (1968, |S7|, 1973 plus Supp. 1).

{2) API Standard 6A "API Specification fcr HWellhead
Equipment™ (|968, (974).

(3) API Standard 6D ®API Specification for Pipeline
Valves"™ (]968, (974).

(4) API Standard 5L “API Specification for Line Pipe™"
{1967, 1970, 197} plus supp. {, |973 plus Supp. |, |975).

(5) API Standard 5LS YAPI Specification for Spiral-Weld
Line Pipe" (1967, (970, 197| plus Supp. |, |973 plus Supp.
l, 1975) .

{6) API Standard SLX "API Specification for High-Test
Line Pipe™ ([967, 1970, (97| plus Supp. [, 1973 plus Supp.
lo 1575).

{(7) API Recomnmended Practice SL| M"AP1 Reccmaoended
Practice for Railroad Transportation of Line Pipe" (|967,
1972y .
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(8) API Standard |]04 "Standard for Helding Fipe Lines
and Related Pacilities™ (|968, {973).

B. The American Society for Testing and Materials:

({) ASTM sSpecification A53 "sStandard Specificaticn for
weld2d and Seamless Steel Pipe" (A53-65, AS53-68, 353-73).

(2) ASTHM Specification A72 "“Standard Specificaticn for
Weldad Wrought-Iron Pipe™ (A72-64T, A72-68).

(3) ASTH Specification A)06 "Standard Specification for
Seamless Carbon Steel Pipe for HBigh-Temperature Service"
(A]06-66, A)06-68, A106-72a).

(4) ASTH Specification A|34 "Standard Specificaticn for
Blectric-Pusion (Arc)-Welded Steel Plate Fipe, Sizes {6 in.
and over" (A|34-64, A|34-68, A[34-73).

(5) ASTH sSpecification A}35 vStandard Specificaticn for
Blectric-Resistance-~-Felded Steel Pipe" (A135-63T, A|35-68,
A135-73a).

{6) ASTM Specification 2|39 "sStandard Specificaticn for
Electric-Fusion (Arc)-Welded Steel Pipe (Sizes 4 4in. and
over)" (A|39-64, A{39-68, A[39-73).

{7) ASTM Specificatiom 4|55 "Standard Specificaticn for
Electric-Fusion-Welded Steel Pipe for High-Pressure Service"
(A]155-65, A|55-68, A|55-72a).

(8) ASTM Specification A2}| "standard Specificaticn for
Spiral-"elded Steel or Iron Pipe' (AZ||-63, A2[]|-68, A2[|~
73).

(9) ASTM Specification A333 vsStandard Specificaticn for
Seamless and Welded Steel Pipe for Low-Temperature Service"
(A333-64, A333-67, A333-73).

(10) ASTHM sSpecification A372 “Standard specificaticn for
Carbon and Alloy Steel Forgings for Thin-Walled Pressure
Vessel" (A372-67, A372-71).

(J1) ASTM Specification A377 "Standard Specifications for
Cast Iron and Ductile Iron Pressure Pipe"™ (A377-66, RA377-
73).

(12) ASTM Specification A38| "Standard Specification for
Metal-Arc-Heldzd Steel Pipe for High-Pressure <TIransmission
systems" (4381-66, A38(-68, A38|-73).

(13) ASTM Specification 4539 "Standard Specificaticn for
Electric Resistance-Welded Coiled Steel Tubing for Gas ‘and
Fuel 0il Lines" (A539-65, A539-73).
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({4) ASTM sSpecification B42 “Standard Specification for
Seamless Copper Pipe, Standard Sizes" (B42-62, B42-66, BU2-
72).

{I15) ASTM Specification B68 "“Standard Specification for
Seamless Copper Tube, Bright Annealed" (B68-65, B68-68, B&68-
73).

{(16) ASTM Specification B75 "Standard Specificaticn for
Seamless Copper Tube" (B75-65, B75-68, B75-73).

{17) ASTM Specification B88 "Standard Specificaticn for
Seamless Copper HWater Tube" ({B88-66, B88-72).

(18) ASTM Specification B25| "Standard Specification for
General Requirenents for Wrought Seamless Copper and Copper-
Alloy Tube'™ (B25|-66, B25({-68, B25]|-72).

(19) ASTH Specification D253 "Standard Specificaticn for
Thermoplastic Gas Pressure Pipe, Tubing, and PFittings®
{D25]13-66T, D25}33-68, D25[3-70, D25|3-7], Db2513-73, D25)3~
74a) .

(20) ASTH sSpecification D257 "Standard Specificaticn for
Reinforced Epoxy Resin Gas Pressure Pipe and Fittings®
(D25]7-66T, D25|7-67, D2517-73).

Ce. The American National Standards Institute, Inc.:

(i) BANSI A2|.| "Thickness Design of Cast-Iron Pipe"
(A21.1-1967, A21.1-1972).

(2) ANST A2].3 "specificaticns for cCast Iron Pit Cast
pipe for Gas"™ (A2]1.3-]1953).

(3) ANSI A21.7 *Cast-Iron Pipe Centrifugally Cast in
¥etal Molds for Gas" (A2].7-1962).

(4) ANSTI A2|.9 %Cast-Iron Pipe Centrifugally Cast in
Sand-Lined ¥olds for Gas" (R2].9-[962).

{5) ANSI A2|.|| "“Rubber-Gasket Jcints for Cast-Ircn and
Ductile-Iron Pressure Pipe and PFittings" (A24.11-196k,
A2].11-1972).

(6) ANSI A2].50 "Thickness Design of Ductile-Iron Pipe"
(A2].50-§965, A2]|.50-]197]).

{7) ANSI A2].52 "Ductile-Iron Pipe, Centrifugally cCast,
in Metal Molds or Sand-Lined ¥olds for Gas" (A2(.52-]965,
A2].52-1971) .

(8) ARSI Bi{6.] "Cast 1Iron Pipe Flanges and Flanged
Fittings" (B|6.]-]967).

(9) ANSI B|6.5 "Steel Pipe Flanges, Flanged Valves and
Fittings" (B|6.5-1968, B|6.5-1973).
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(10) ANSI B|6.24 '"Bronze Planges and FPlanged Fittings®
(B16.24—-]9€2, B16.24—|971) «

(11) ANSI B36.1{0 "Wrought Steel and Wrought Iron Pipe"
(B36.[0~1959, B36.]0-]1970).

(12) ANRSI C} ™Natiomal Electrical code™ (C|-]968, C|-
1875) -

D. The American Society of HMechanical Engineers:

{(}) ASME Boiler and Pressure Vessel Code, Section VIII
"Pressure Vessels, Division [ (}968, |974).

(2) ASME Boiler and Pressutre Vessel Code, Secticn IX
"Helding Qualifications™ (|968, |974).

E. Manufacturerts Standardization Society of the Valve
and Fittings Industry:

(I} HSP-25 "Standard Harking System for Valves, Pittings,
Flanges, and Union™ (|964).

(2) MSS SP-u4u4 m"sSteel Pipe Line Flanges" {[955, 1972,
1975).

(3) HSs spP-52 "Cast Iron Pipe Line Valves" (|957).

(4) HMss SP-70 *"Cast 1Iron Gate Valves, Flanged and
Threaded Ends" (1970} .

(5) W#Ss SP-7| "cast Iron Swing Check Valves, Flanged and
Threaded Ends" (]970).

(6) ™SS SP-78 “Cast Irom Plug valves" ([972).
P. National Fire Protection Association:

(1) NFPA sStandard 30 "Flammable and Combustible Liguids
Code" ({969, 1973).

(2) NFPA Standard 58 n"mstandard for the Storage and
Handling of Liquefied Petroleum gases" (]969, 1972).

(3) NPPA standard 59 “sStandard for the Storage and
Handling of Liquefied Petroleum Gases at Utility Gas Plants"®
(1968) .

{(4) NFPA Standard 59A "Storage and Handling Ligquefied
Natural Gas" (1971, 1972).

6. Appendix B.I to Part |92 would be amended to read as
followuss

Appendix B - Qualification of Pipe
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356 Listed Pipe Specificatioans. Numbers in parentheses
indicate applicable editions. Only the 1latest listed
edition applies, except that an earlier listed editicn may
be followed with respect to pipe or ccmponents which were
manufactured, designed, or 1installed before July |, (976,
unless otherwise provided in this Part.

API SL - Steel and irom pipe (1967, 1970, |97] plus Supp. |,
1973 plus Supp. [, 1975).

API 51S = Steel pipe (1967, (970, 197) plus Supp. ., 1973
flus Supp. {, {975).

API SLX - Steel pipe (1967, 1970, 197t plus Supp. |, 1973
flus Supp. |, 1975).

ASTH AS3 - Steel pipe (]965, 1968, }573).

ASTM A72 - Wrought Irom Pipe (|964T, [968).

ASTH A|06 — Steel pipe (1966, {968, [972a).

ASTM A|34 - Steel pipe (|964, {968, |973)-

ASTM A|35 - Steel pipe (i963T, |968, [973a).

ASTM 4|39 - Steel pipe (|964, |968, 1973}.

ASTM A|55 — Steel pipe (1965, (968, [972a).

ASTM A2|| - Steel and iron pip=> (|963, [968, {973).
ASTH A333 - Steel pipe (1964, 1967, 1973).

ASTM A377 ~ Cast iron pipe (§966, |973).

ASTHM A38] - Steel pipe (}966, [968, [973).

ASTH AS39 - Steel tubing (1965, 1973).

ASTH B42 - Copper pipe ({962, 966, [972).

ASTM B68 - Copper tubing ()965, {968, (973).

ASTM B75 - Copper tubing (1965, (968, [973).

ASTH B88 - Copper tubing ({966, [972).

ASTN B25| ~ Copper pipe and tubing (]966, (968, 1972).

ASTM D25|3 - <Thermoplastic pipe and tubing (]966T, (968,
1970, 1971, 1973, (974a).

ASTM D25|7 - Thermosetting plastic pipe and tuking (]|966T,
1967, 1973).

ANSI R2|.3 - Cast iron pipe (]953).
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ANSI A2].7 - Cast iron pipe (1962).

ANSI R2|.9 - Cast iron pipe (]|962).

ANSI A2|.52 - pDuctile iron pipe (1965, |97][)-
* 2 kX

(Sec. 3, Pub. L. 90-48|, 82 Stat. 72| (49 USC |672); 40 FR
4390], 49 CPR |.53).

(1x) Part (92 of Title 49 of the Code of Federal
Regulations is amended as follows, effective June |, }976:

{. A new §(92.755 is added to tead as follows:

§{92.755 Protecting cast-iron pipelines.

When an operator has knowledge that the support for a
segment of a buried cast-iron pipeline is disturked:

{a) That segment of the pipeline must be protected, as
necessary, against damage during the disturbance by:

) Vibrations from heavy construction equigment,
trains, trucks, buses, or tlasting;

(2) Impact forces by vehicles;

(3) Barth movement;

(4) Apparent future excavations near tke pipeline;
or

(5) Other foreseeable outside forces vvhich may
subjact that segment of the pipeline to bending
stress.

(b} As soon as feasible, appropriate steps must be taken
to provide permanent protection for the disturbed segnment
frecm damage that might result from external loads, including
compliance with applicable requirements of 6§{92.317(a)-
192.3]19, and |92.361 (b)-(d) .

2. R new heading is added to the Takle cf Sections to
rzad as follows:

Sec

{92.755 Protecting cast-iron pipelines.

[TIT] 4$192.6|5 is revised to read as follows effective
October (, 1976:

§192.6|5 Emergency rlans.
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(a) Bach operator shall establish written procedures to
rinimize the hazard resulting from a gas pipeline emergency.
At a minimum, the procedures must provide for the following:

(1) Receiving, identifying, and classifying notices of
avents which require immediate response by the operator.

{2) Establishing and maintaining adequate means of
communication with appropriate fire, police, and other
public officials.

(3) Prompt and effective response to a notice of each
type of emergency, including the following:

(i) Gas detected inside or near a building.

(ii) Fire 1located near or directly involving a
pipeline facility.

(iii) Explosion occurring near or directly involving
a pipeline facility.

(iv) WNatural disaster.

{4) The availability of personnel, equipment, tools, and
materials, as needed at the scene of an emergency.

(5) Actions directed taward protecting people first and
then property.

{6) Emergency shutdown and pressure reduction in any
section of the operator's pipeline system necessary to
rinixize hazards to life or property.

(7) Making safe any actual or potential hazard to life or
property.

{(8) Notifying appropriate fire, police, and cther public
officials of gas pipeline emergencies and coordinating with
them both planned responses and actual responses during an
emergency.

{9) sSafely restoring any service outage.

(10) Beginning action under §|92.6(7, if applicable, as
soon after the end of the emergency as possible.

{b) Each operator shall--

(]) Furnish its supervisors who are responsible for
amergency action a copy of that portion of the latest
edition of the emergency procedures established under
paragraph (a) of this section as necessary for compliance
with those grocedures.
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[v] Section }92.3}3 is revised to read as follows:

9192.313 Bends and elbous.

{(a) Each field bend in steel gipe, other than a wrinkle
bend made in accordance with $192.3|5, must comply with the
following:

{I) A bend must not impair the serviceability of the
pipe.

(2) For pipe more than 4 ianches in ncminal diameter, the
difference between the maximum and wminimum diameter at a
bend must not be more than 2 |/2 percent of the ncpinal
diameter.

{(3) Each bend must have a smooth contour and be free from
buckling, cracks, or any other mechanical damage.

{4) On pipe containing a longitudinal weld, the
longitudinal weld must he as near as practicable to the
neutral axis of the bend.

{(b) Each circumferential weld of steel pipe which is
located where the stress during bending causes a permanent
deformation in the pipe must be nondestructively tested
either before or after the bending process.

{(c) Wrought-steel welding elbows and transverse segments
of these elbows may not be used for changes'in directicn on
steel pipe that is 2 inches or more in diameter unless the
arc length, as measured along the crotch, is at 1least |
inch.

[(vi] |- Section }92.] (b) is amended to read as followus:
$192.1 Scope of part.
* x * * *

(b) This part does not apply to——

(1) oOffshore gathering of gas upstream from the outlet
flange of each facility on the outer continental shelf where
hydrocarbons are produced or where produced hydrocarbons are
first separated, dehydrated, or otheruise processed,
whichever facility is farther downstream; and

(2) Onshore gathering of gas outside of the following
areas:

(1) An area within the 1lipits of any incorporated or
unincorporated city, town, or village.

(1i) Any designated residential or commercial area such as
a subdivision, business or shopping center, or ccmounity
develogment.

2. Section |92.3 is amended by adding the following new
definition in alphabetical order:



GAS 55

(2) Train the appropriate operating personnel to assure
that they are knowledgeable of the emergency procedures and
verify that the training is effective.

(3) Review -employee activities to determine whether the
procedures were effectively folloved in each emergency.

(c) Rach operator shall establish and maintain liaison
vith appropriate fire, police, and other public officials
to—-

(1) Learn the responsibility and resources of each
government organization that may respond to a gas pipeline
emergency;

(2) Acgquaint the officials with the operator's ability in
responding to a gas pipeline emergency;

(3) Identify the types of gas pipeline emergencies of
which the operator notifies the officials; and

(4) Plan how the operator and officials can engage in
mutual assistance to minimize hazards to life or property.

(d) Each operator shall establish a continuing
educational program to enable custonmers, the public,
appropriate government organizations, and persons engaged in
excavation related activities to recognize a gas pipeline
enmergency for the purpose of reporting it to the operator or
the appropriate public officials. The program and the media
used must be as comprehensive as necessary to reach all
areas in which the operator transports gas. The progran
must be conducted in English and in other languages commecnly
understood by a significant number and concentration of the
non—-English speaking population in the operator's area.

[rv] $192.753(a) is revised to read as follows:
§]192.753 caulked bell and spigot joints.

(a) Bach cast-iron caulked bell and spigot joint that is
subject to pressures of 25 psig or more must be sealed with:

{I) A mechanical leak clamp; or
(2) A material or device which
(i) Does not reduce tke flexibility of the joint;
(ii) Permanently bonds, either cherically or
mechanically, or both, with the Lell and spigot netal
surfaces or adjacent pipe metal surfaces; and
(iii) Seals and bonds in a manner that meets the

strength, environmental, and chemical ccnpatibility
requirenents of 66)92.53(a) and (b) and {92.j43.
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§192.3 Definitions.

* * x * »

ngffshore” means beyond the 1line of ordinary low water
along that portion of the coast of the United States that is
in direct contact with the open seas and beyord the line
marking the seaward limit of inland waters.

* * * * *
3. Section |92.5(a) is amended to read as follows:
§$192.5 Class locations.
(a) Offshore is Class | 1location. The Class location

onshore is determined by applying the criteria set forth in
this section: The class location wunit is an area that
extends 220 yards on either side of the center line of any
continuouys |-mile length of pipeline. Except as provided in
paragraphs (d) {2) and (f) of this section, the «class
location is determined by the buildings in the class
location unit. Por the purpcses of this =section, each
separate dwelling unit in a multiple dwelling unit building
is counted as a separate building intended for human
occupancy.

* * & * ]

4, In ¢§192.|3, paragraphs (a) and (b) are amended to
read as follows:

§192.13 General.

(a) VYo ©person may operate a segment of pipeline that is
readied for service after ¥arch |2, |97[, or in the case of
an offshore gathering line, after July 3(, {977, unless that
pipeline has been designed, installed, constructed,
ipitially inspected, and initially tested in accordance with
this part.

(b) No person may operate a segment of pipeline that is
replaced, relocated, or otherwise changed after November {2,
1970, or in the case of an offshore gathering line, after
July 3], 1977, unless that replacement, relocation, or
change has been made in accordance with this part.

* * * * *
5. Section {92.1(1]|(d) is revised to read as follows:
§192.114 besign factor (F) for steel pipe.
* * * * *

(d) Por Class | and Class 2 lccations, a design factor of
0.50, or less, must be wused in the design formula in
$192.105 fcr—-
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(1) Steel pipe in a compressor station, regulating
station, or measuring station; and

(2) Steel pipe, 1including a pipe riser, on a platforam
located offshore or in inland navigaltle waters.

6. Section 192.]6}) (f) is amended to read as followus:

§192.16] Supports and anchors.

*® * * * *

(f) Except for offshore pipelines, each wunderground
pipeline that is being connected to new branches must have a
firm foundation for both the header and the branch to
prevent lateral and vertical movement.

7. Section |92.63({a) is revised to read as follows:

§192.163 Compressor stations: desiqn and construction.

{a) Location of conmpressor building. Except for a
compressor building on a platfcrm located offshore or in
inland navigable waters, each main compressor building of a
compressor station must be located om property under the
control of the operator. It must be far enough away from
adjacent property, not under control of the operator, to
minimize the possibility of fire being communicated to the
conpressor building from structures on adjacent property.
There must be enough open space around the main compressor
building to allow the free novement of fire-fighting
eguipment.

* * * * *

8. In 6192.167, paragraph ({a) (4)(ii) is amended and a
new paragraph (c) is added to read as follows:

§192.167 Compressor stations: epergency shutdowun.
(a) =* * *
(4) * * *

(1i) Near the exit gates, if the station is fenced, or
near emergency exits, if not fenced; and

* * x * x

{c) On a platform located offshore or in inland navigable
waters, the emergency shutdown system must be designed and
installed to actuate automatically by each of the following
events:

{1} In the case of an unattended compressor station--

{i) When the gas rpressure equals the maximum allcwable
operating pressure plus (5 percent; or

(ii) When an uncontrolled fire occurs on the platform; and

(2) In the case of a compressor station in a building--

(1) When an uncontrolled fire occurs in the building; or
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(ii) ¥hen the concentration of gas in air reaches 50
percent or more of the lower explosive limit ip a building
wvhich has a source of ignition.

For the purpose of paragraph (c) (2) (ii) of this secticmn, an
electrical facility which conforms to Class {, Group D of
the National Electrical Code is not a source of ignitionm.

9. In §192.179, a new paragraph (d) is added to read as
follaus:

§192.179 Transmission line valyes.

* * * * *

(d) Offshore segments of transmission 1lines must be
equipped with valves or other componeunts to shut off the
flow of gas to an offshore platform in an emergency.

10. In ¢6192.243, paragraphs (d) (I|) and (3) are amended
to read as follows:

§192.243 Nondestructive testing.
* * * * *
(@) * * *

(1) In Class | locations, except offshore, at least |0
percent.

* * * x *

(3) In Class 3 and Class B locations, at crossings of
mnajor or navigable rivers, and offshore, ][00 percent if
practicable, but not less than 90 percent.

* * * * *

Jle Section |92.245 is amended to Tead as follows:

$192.245 Repair or removal of defects.

{a) Each wveld that is unacceptable under $}92.24| (c) nust
be removed or repaired. Except for welds on an offshore
pipeline being installed from a pipelay vessel, a wveld must
be removed if it has a crack that is more than 2 inches long
or that penetrates.either the roct or second bead.

(b) Each weld that is repaired must have the defect
removed down to clean metal and the segment to be repaired
must be preheated. After repair, the segrent of the veld
that was repaired mnust be inspected to ensure its
acceptability. If the repair is not acceptable, the weld
must be removed, except that additional repairs made in
accordance with written welding procedures qualified under
§192.225 are pernitted for welds on an offshore pipeline
being installed from a pipelay vessel.
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) 2. Section 192.3|7 is amended to rcad as followus:

§192.317 Protection from hazards.

(a) Each transmission line or main must be protected from
washouts, floods, unstable soil, 1landslides, or cther
hazards that may cause the pipeline to move or to sustain
abnormal loads. In addition, offshore pipelines must be
protected from damage by mud slides, water currents,
hurricanes, ship anchors, and fishing operations.

(b) Each aboveground ¢transmission 1line or pmain, nmnot
located offshore or in inland navigable water areas, must be
protected from accidental damage by vehicular traffic or
other similar causes, either by being placed at a safe
distance from the traffic or by installing barricades.

(c) Pipelines, including pipe risers, on each platform
located offshore or in inland navigable waters must be
protected from accidental damage by vessels.

]13. In 6192.3|9, paragraph (k) is amended and a new
paragraph (c) is added to read as follows:

$192.319 Installation of pipe in a ditch.

x * * * »

{(b) When a ditch for a transmission 1line or main is
backfilled, it must be backfilled in a manner that——

{l) Provides firm sugport under the pipe; and

(2) Prevents damage to the pipe and pipe coating fron
equipment or from the backfill material.

(c) All offshore pipe in water at least |2 feet deep but
not more than 200 feet deep, as measured from the mean low
tide, must be installed so that the top of the pipe is below
the mnatural bottom unless the pipe |is supported by
stanchions, bheld ia ©place by anchors or heavy concrete
coating, or protected by an equivalent means.

14. In §]92.327, paragraph (a) is amended and paragraph
{(e) is added to read as follows:

§192.327 Cover.

(a) Except as provided in paragraphs (c) and (e) of this
section, each buried transmission 1line npust be installed
with a minipum cover as followus:

*® * * *

(e) All pipe which is installed in a navigable river,
stream, or harbor must have a sinipum cover of 48 inches in
soil or 24 inches in consolidated rock, and all pipe
installed in any offshore location under water less than |2
feet deep, as measured from mean 1low tide, must have a
minimum cover of 36 inches in soil or |8 inches in
consolidated rock, between the top of the pipe and the
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natural bottom. However, less than the npinimum cover is
permitted in accordance with paragraph {c) of this section.

15. In 6§[92.45], the existing paragraph is designated as
paragraph (a) and a new paragraph (b) is added to read as
follows:
$192.45( Scope.

* * L * *

(b) Notwithstanding the deadlines for compliance in this
subpart, the corrosion contrcl requirements of this subpart
do not apply to offshore gathering lines until August |,
1977.

|6 Section |92.465(a) is amended to read as follows:

§5(92.465 External corrosiocn control: monitoring.

{a) Bach pipeline that is under cathodic protection must
be tested at 1least once each calendar year, but with
intervals not exceeding |5 moaths, to determine whether the
cathodic protection meets the requirements of ¢§(92.463.
However, if tests at those intervals are impractical for
separately protected service 1lines or short sections of
protected mains, not 1in excess of (00 feet, these service
lines and mains may be surveyed on a sampling basis. At
least |0 percent of these protected structures, distrihuted
over the entire system, must be surveyed each calendar year,
with a different (0 percent checked each subseguent year, so
that the entire system is tested in each |0-year period.

* x * x E
{7 Section {92.469 is amended to read as follows:

$192.469 External corrosion control: test stations.

BEach pipeline under cathodic protection required by this
subpart pust have sufficient test stations or cther contact
points for electrical measurement to determine the adequacy
of cathodic protection.

|8- Section {92.48| is amended to read as follows:

$192.48] Atmospheric corrosion control: wmonitoring.

After meeting the requirements of $$[92.479 (a) and (b),
each operator shall, at intervals not exceeding 3 years for
onshore pipelines and | year for offshore pipelines,
reevaluate each pipeline that is exposed to the atmosphere
and take remedial action whenever necessary to maintain
protection against atmospheric corrosion.

19. The table in §192.6(9(a) (2) (ii) is amended to read as
followss
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$192.619 Maximum allowable operating pressure: steel or
rlastic pipelines.
(a) = * *
(2) = * *
(ii) * * *

- — — ——

Factors {/

—— - —_—

Class Segment Segment
location installed before installed after
(Nov. |2, |970) {Nov. |1, 1970)
| {1 1«1
2___ {-25 |25
a__ {4 .5
13 -4 15

1/ Por offshore segments installed or uprated after July
31, 1977, that are not located on a platform, the factor as
1.25. For segments installed or uprated after July 3j,
{977, that are located on an offshore platform or on a
rlatfora in inland navigable waters, including a pipe riser,
the factor is |.S.

* * * * *

20. In §192.707(b) , subparagraphs (|) and (2) are
redesignated as (2) and (3), respectively, and a new
subparagraph (]) is added, to read as follows:

$192.707 Transmission lines: leakage surveys.

* * x x* *

(b) Exceptions for buried pipelines. Line markers are
not reguired for buried mains and transmission lines-~-
(I) Located offshore or under inland navigable waters;

x x ] * *
2| Section |92.7|3 is amended to read as followus:

$192.713 Transnission lines: permanent field repair of
imperfections and damages.

(a) Except as provided in paragraph (b) of this section,
each imperfection or damage that impairs the serviceability
of a segment of steel transmission line operating at or
above 40 percent of SMYS must be repaired as follows:

(1) If it is feasible to take the segment out of service,
the imperfection or damage nust be removed by cutting out a
cylindrical piece of pipe and replacing it with pipe of
similar or greater design strength.

(2) If it is not feasible to take the segment out of
service, a full encirclement velded split sleeve of
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appropriate design must be applied over the imperfection or
damage.

(3) If the segment 1is not taken out of service, the
operating pressure must be reduced to a safe 1level during
the repair operations.

(b) Submerged offshore pipelines and submerged pipelines
in inland navigable wvaters may be repaired by mechanically
applying a full encirclement split sleeve of appropriate
design over the imperfection or damage.

22. Section |92.7{7 is amended to read as follows:

$192.717 Trapseission 1lines: permagept field repajir of
leaks.

(a) Except as provided in paragraph (t) of this section,
each permanent field repair of a leak on a transsission line
must be made as follovs:

(1) If feasible, the segment of transmission line must be
taken out of service and repaired by cutting out a
cylindrical piece of pipe and replacing it with pipe of
similar or greater design strength.

(2) If it 1is not feasible to take the segment cf
transmissicn line out of service, regairs must be made by
installing a full encirclement welded split sleeve of
appropriate design, unless the transmission line--

(i) Is joined by mechanical couplings; and

(ii) Operates at less than 40 percent of SHYS.

(3) If the leak is due to a corrosion pit, the repair may
be made by installing a ©fproperly designed bolt-on-leak
clamp; or, if the leak is due to a corrosion pit and on pige
cf not more than 40,000 psi SMYS, the repair may be made by
fillet welding over the pitted area a steel plate patch with
rounded corners, of the same or greater thickness than the
pipe, and not more than one-half of the diameter of the pipe
in size.

(b) Submerged offshore pipelines and submerged pipelines
in inland navigakle waters may be repaired by =®mechanically
afprlying a full encirclement split sleeve of appropriate
design over the 1l-2ak.

23. In $192.727, ©paragraphs (b) and (c) are amended to
read as follows:

§192.721 Abandonment or inactivation of facilities.
* * * * *
(b) Each pipeline abandoned in place must be disconnected

from all sources and supplies of gas; purged of gas; in the
case of offshore pipelines, filled with water or inert
materials; and sealed at the =2nds. However, the pipeline
need not Le purged wvhen the volume of gas is so small that
there is no potential hazard.

(c) Except for service lines, =2ach inactive pipeline that
is not being maintained under this part must be disconnected
from all sources and supplies of gas; purged of gas; in the
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case of offshore pipelines, filled with water or inert
materials; and sealed at the ends. However, the pipeline
need not be purged when the volume of gas is so small that
there is no potential hazard.

2. That a copy of this order be mailed to all natural
gas utilities and the wmunicipal gas operators under the
jurisdiction of this Conmission.

3. That a copy of this order be transaitted tc the
Department of Transportation, Washington, D.C.

ISSUED BY ORDER OF THE COMMISSION.
This the 30th day of December, [976.

NORTH CARCLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET ¥0. GE-—-|
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Piedmont Natural Gas Company, }
Inc.; Public Service Company of North Caro~ ) ORDER
lina, Inc.; North Carolina Natural Gas ) APPROVING
Cormpany; Pennsylvania and Southern Gas ) EXPLORATION
Company; and United Cities Gas Ccampany for ] AND
Approval of a Gas Exploration and Brilling ) DRILLING
Joint Yenture ) VENTORE

BY THE CCMMISSION: The Commissicn's Order of June 26,
}975, in Docket No. G~|00, Sub 22, approved a rulemaking
procedure by which the natural gas utility distribution
companies in North carolina could participate in petroleum
exploration and drilling activities designed to increase the
supply of natural gas available for consumers in North
Carolina. Further Orders of the Commission grovided that
75% of those exploration expenses which could not properly
or prudently be paid from internally generated funds would
be "tracked,” and the companies would file for a rate
increase or decrease, due to exploration activities,
approximately every six months based on the costs of such
activities, offset by the revenues generated by such
activities.

The Ccmmission is novw in receipt of an agplication and
supporting data from the five Ncrth Carolina natural gas
distribution utility companies requesting approval of a new
proposed exploration and drilling joint venture with Transco
Exploration Company -~ McMoRan Exploration Company (Transmac)
and others. Such application and data were filed in the
manner required by Commission Rule B|—-}7(h). The Commission
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Staff has bad opportunity to review the new data and has
found it to be proper in form and content.

Based upon the data received at the G-|00, Sub 22, hearing
and the supplemental data recently filed, the Ccmmissicn now
makes the following

FINDINGS OF FACT

le The name of the program is the Transmac Joint
Venture, Chandeleur Sound, Block 59 Prospect.

2. The operator of the program is MNcMoRan Exploratiom
Company, 3400 The Plaza Tower, New Orleans, Louisiana, whose
success record for exploration and development of new
sources of natural gas supply nmeets or exceeds industry-wide
standards.

3. All of the five North Carolina natural gas utilities
(Piedmont, Public Service, N. C. Natural, N. C. Gas Service
and United Cities) request permission to join as limited
partners in the joint venture.

4, The initial duration of the program is groposed to be
the length of time necessary to drill cmne well and evaluate
this prospect. Since the lease concerns a farmout from
amoco Production Company, it is anticipated that the well
test should be successful. If so, a completion and
development program will be required, which will continue
until depletion of the reservoir({s).

5. The presently proposed program would have a total
cost of $[,443,430, 1including exploration expenses and
develorment expenses, 1if the discoveries are as presently
anticipated. Of these expenses, 3242,330 are allocated to
axploration and $|,20(,|00 to comgletion and development.

6. The exploration charges for the participating North
Carolina companies will be $40,954 allocated as follows:
Public Service - $|3,([34; Piedmont - ${3,|34; K. C. Natural
- $13,134; uUnited Cities - $776; and N. C. Gas Service -
$776. ¥cMoRan Exploration Company (the operator) will make
a $52,5|3 investment in exploration and other natural gas
distribution and exploration companies will put up the
balance of $242,330 for exploration.

7. Developnent charges for the five participating North
Carolina coapanies, assuming a successful test well is
drilled, will amount to $]52,059 allocated as follous:
Public Service - $48,765; Piedmont — $u8,765; N. C. Natural
- $u48,765; OUnited Cities - $2,882; and N. C. Gas Service -
$2,882. HMcMoRan Exploration Ccmpany will invest 36430,354
and other participants will invest the $6)8,687 balance of
the $1,201,100 developnent cost.

8. Assuming reasonable accuracy of the geological and
geophysical data estimates of the area provided by Transco,
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the program should result in total reserve discoveries of
40,000,000 Mcf. The share of the five participating North
Carolina wutilities would be 2,024,000 Mcf, after deducting
assumed landowner and other royalties of 20%.

9. The 2,024,000 Mcf of gas in-place estimated to be
secured by this Transmac Joint Venture will be available to
the five participating natural gas distributors at am in—
place cost of $|93,013 or a cost of $.0954 (approximately
9.5¢/Mcf) per Kcf. At the present interstate price of $.52
per ¥cf, the same volume of gas would cost $],052,480.

10. The McMoRan Exploration Ccmpany program, if it has
just average success, will reduce the cost of gas to the
five wutilities by $859,467. This reduction will be passed
on in the form of lower rates. 1In addition, the additional
volumes will Dbenefit the utilities' customers thrcugh
application of <the volume variation adjustment factor
heretofore approved for all five autilities by the
Commission,

Ile Based upon the experience of qualified operators,
such as H¥cMoRan Exploration Company, in the area in which
the funds will be expended and the recommendation of the
Comnittee established purswant to RI[-|7(h) (]) of the
Commission's Rules and Regulations, the Commission is of the
opinion that there is a reascnable prospect that the prcgram
will produce npatural gas reserves deliverable to North
Carolina in sufficient quantities to Jjustify the proposed
expenditures.

12. The estimated cost of finding gas through the
proposed Transmac Joint Venture is substantially less than
the $3.00 to $5.00 estimated cost of alternate supplies and
such estimated cost is, therefore, reasonable in relation to
possible alternate supplies.

Based wupon the foregoing Findings of Fact, the Commission
concludes that the proposed exploration and develorament
program is just and reasonable under the standards adopted
by the Commission in its Rulemaking Order issued June 26,
1975, and in Commpission Rule R|-|7(h), and that such prograa
merits the approval of the Commission herein, subject to
further Coapission scrutiny at the time the five utilities
file for such changes in rates as may ke necessary to recoup
costs and account for revenues associated with the progran.

IT IS, THEREFORE, ORDERED:

{a That the Transmac Joint Venture in Chandeleur Sound
in the form presented to the Commission be, and the same is
hereby, approved and the five participating North Carclina
natural gas utilities are hereby authorized as a group to
subscribe to or participate in such program either directly
or through wholly-owned subsidiaries.
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2. That the approval of participation in such Joint
Venture be, and the same 1is hereby, 1limited to the
participation amounts discussed hereinabove and is further
limited in time to a period of three years from and after
the first expenditure of funds by the participating North
Carolina utilities.

3. That renewals, if any, of this Joint Venture for
additional investment amounts and extended duration shall be
subject to future approval by the Conmission upon receipt of
an application for such approval.

4. That the Chairman of the Exploration Connittee formed
pursuant to Commission Rule R[-|7(h) {]) shall file with the
Ccmmission copies of all infcrmation, data and reports
furnished by Transco to the Coamittee or to the five North
Carolina gas utilities,

ISSUED BY ORDER OF THE COKMISSION.

This the 27th day of July, {976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

{(SEAL)

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

In the Matter of

Application of Piedmont Natural Gas )
Company, Inc.: Public Service Company of )
Rorth Carolina, Inc.; North Carolina ) ORDER APPROVING

Natural Gas Corporation; Pennsylvania and ) EXPLORATION AND
Southern Gas Company; and United Cities ) DRILLING VENTURE
Gas Company for Approval of a Gas )
Exploration and Drilling Joint Venture )

BY THE COMHISSION: The Comaission's Order of June 26,
1975, in Docket Fo. 6-100, Ssub 22, approved a rulemaking
procedure by which the natural gas utility distribution
conpanies in North Carolina could participate in petroleum
exploration and drilling activities designed to increase the
supply of natural gas available for consumers in North
Carolina. Purther oOrders of the Commission provided that
75% of those exploration expenses which could not praperly
or prudently be paid from internally generated funds would
he "™tracked,” and the companies would file for a rate
increase or decrease, due to exploration activities,
approximately every six months based on the costs of such
activities, offset by the revenues generated by such
activities.
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The Ccmeission is now in receipt of an application and
supporting data from the five North cCarolina natural gas
distribution utility companies reguesting approval of a new
proposed exploration and drilling joint venture. Such
application and data were filed in the manner required by
Commission Rule R|~[|7(h). The Commission Staff has had
opportunity to review the new data and has found it to be
proper in form and content.

Based upcn the data received at the 6-100, Sub 22, hearing
and the supplemental data recently £filed herein, the
Connmission now makes the following

FINDINGS OF FACT

|« The name of the program 1is Drilling of Hope
Plantation Prospect, Iberia Parish, lLouisiana.

2. The operator of the program is Transco Exploration
Company, 2700 South Post Oak Road, Houston, Texas, vhose
success record for exploration and development of new
sources of natural gas supply meets or exceeds industry-wide
standards.

3. 311 of the five North Carolina natural gas utilities
(Piedmont, Public Service, N. C. Natural, N. C. Gas Service
and United cCities) request permission to join as limited
partners in the joint venture.

a. The initial duration of the program is proposed to be
the length of time necessary to drill one well to evaluate
this fprospect. If the well is dry and the prospect has heen
fully evaluated, the program would terminate uapon not
renewing the leases. If conpletion and development is
required, the program would continue until depletion of the
reservoir(s). It is estimated that three development wells
would ke reguired.

S. The presently proposed program would have a total
cost of $3,749,509, including exploration, comgletion and
developnent expenses, if the discoveries are as anticipated
and if three development wells (plus the test well) are
drilled. Of these expenses, $644,709 are allocated to
exploration and $3,|04,800 to completion and development.

6. The exploration charges for the participating North
Carclina companies will be $402,943 allocated as follows:

Public Service - $]08,795; Piedmont - $169,237; N. C.
Natural -~ $]08,795; United Cities - $8,058; and N. C. Gas
Service e $8,058. Transco Exploration Company (the

operator) will make a $24|,766 investment in exploration.

7. Completion and development charges for ‘the five
participating North Carolina companies, assuming cosmpletion
of the test well and the drilling of three develorment
wells, wvill amount to $),552,400 allocated as follows:
Public Service -~ $419,{48; Piedmont - $652,0(0; N. C.
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Natural - $4]9,)48; United Cities - $3},047; and N. C. Gas
Service - $3|,047. Transco Exploration Company will also
invest a total of $|,552,400 in completion and development.

8. Assuming reasonable accaracy of the geological and
geophysical data estimates of the area provided by Transco,
the program should result in total reserve discoveries of
40,000,000 M¥cf. The share of the five participating FKorth
Carolina wutilities would be |5,000,000 Mcf, after deducting
assumed landovner revenue royalty interest of 24%.

9. The (5,000,000 Mcf of gas in-place estimated to be
secured by this program will be available to the five
participating natural gas distributors at an estimated in-
flace cost of $|,954,900 or a cost of $.]|303 (approximately
t3¢/4cf) per dHcf. At the present interstate price of $.52
per Mcf, the same volume of gas would cost $7,800,000.

10. The Tramsco FExploration Company program, if it has
just average success, will reduce the cost of this estimated
volume of gas to the five utilities by $5,845,]|00. 1This
reduction will be passed on to North Carolina consumers in
the form of lower rates. In addition, the additional
volumes will benefit the utilities' customers through
application of the volume variation adjustpent factor
heretofore approved for all five utilities by the
Commission.

il. Based upon the experience of qualified operators,
such as Transco Exploration Company, in the area in which
the funds will be expended and the reccomendation of the
Conmittee established pursuant to section RI-17(h) (1) of the
Commission®s Rules and Regulations, the Commission is of the
opinion that there is a reasonable prospect that the progranm
will produce natural gas reserves deliverable to North
carolina in sufficient gquantities to Jjustify the proposed
expenditures.

12. The estimated cost of finding gas through the
proposed Transco BExploration Company Frogranm is
substantially less than the $3.00 to $5.00 estimated cost of
alternate supplies and such estimated cost is, therefore,
reasonable in relation to possible alternate supglies.

Based upon the foregoing Findings of Fact, the Copmission
concludes that the proposed program is just and reascnable
under the standards adopted by the Commission in its
Rulemaking Qrder issued June 26, |975, and Coenission Rule
R}I=-17(h), and that such program merits the approval of the
Commission herein, subject to further Comamission scrutiny at
the time the five utilities file for such changes in rates
as may be necessary to recoup costs and account for revenues
associated with the program.
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IT IS, THEREFORE, ORDERED:

l. That the ‘Transco Bxploration Company Joint Venture in
the form presented to the Commission be, and the same |is
hereby, approved and the five participating North Carclina
natural gas utilities are hereby authorized as a group to
subscribe to or participate in such program either directly
or through wholly-owned subsidiaries.

2. That the approval of participation in such Joint
Venture be, and the same 1is herety, limited to the
participation amounts discussed hereinakove and is further
limited in time to a period of three years frcm and after
the first expenditure of funds by the participating North
Carolina utilities.,

3. That renevals, if any, of this Joint Venture for
additional investment amounts and extended duration shall be
subject to future approval by the ‘Commission upon receipt of
an application for such approval.

4. That the Chairman of the Exploration Committee formed
pursuant to Commission Rule R|-[7(h) (J) shall file with the
Commissicn copies of all infcrmation, data and reports
furnished ty Transco to the Committee or to the five North
carolina gas utilities.

ISSUED BY ORDER OF THE CONMISSION.

This the 27th day of July, [976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M4, Peele, Chief Clerk

(SEAL)

DOCKET NO. P-{00, SUB 3&
BEFGRE TRE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

The Plowing Through of Intrastate Toll, ) REQUIREMENT
WATS and Interexchange Private Line Rates ) OF PLOW
and Charges Revenue to the Rate Paying ) THROUGH OF
Public In the Service Area of #2kane Hcme ) REVENUES
Telephone Company ) EFFECTIVE

)

MARCH |5, [976

BY THE CCMMISSION: On December |9, |975, the Commission
issued its order requiring Mebane Home Telephone Ccmpany to
file revised tariffs on or before Pebruary |, 1976, to he
effective on all billings on and after Fekrtuary (5, 1976, to
reduce color charges up to $£3,246. The $3,246 amount
represents one-half of $6,492 of the additional Tevenue the
Commission estimated this Company would receive on an annual
basis frcm increased intrastate toll rates and related
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services pplaced into effect on July |, 975 in the subject
docket.

Under date of January 2|, (1976, Mecbane Home Telephone
Ccmpany by letter advised the Commission of its intent to
file a rate case by mid-August, 1976 and therefore,
requested to be relieved of Fflowing through to the
subscribers, the revenua requirement’ as ordered in
Coumission order of December |9, |975 as mentioned above.
The Comnission by order cf January 29, |976 granted this
request subject to the Company (]) £filing a rate case by
August |5, ir oxder that the same may be considered therein
or (2) submitting rate case data to establish its rate of
return in order that the Commission wmay consider the
reasonableness thereof.

The Commission upon reconsideration of this wmatter
conclud2d that the deferment of flow through of revenues as
granted by order of January 29, (976 should be rescinded and
that Mebane Home Telephone Ccmpany should proceed with flow
through in accordanca with Commission Order of December |9,
1975.

IT IS, THEREFORE, ORDERED:

i That Mebane Home Telephone Company shall ccmply with
Comcission order of December |9, (975, by f£filing revised
tariffs to be effective on all billings on and after March
I5, 1976, to reduce color chargss up to $3,246.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of #arch, |976.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. P-{00, SUB 34
BEFORE THE NORTH CAROLINA UTILITI1ES CONMISSION

In the Matter of
The Flowing Through of Intrastate Toll, ) RECUIRENENT OF
WATS and Interexchange Private Line Rates ) FLOW THROUGH
and Charges Revenue to the Rate Paying ) OF REVENOES
Public In the Service Area of Mid- ) EFFECTIVE
Carolina Telephone Company ) MARCH |5, (976

BY THE CCMMISSION: on December (9, ]975, the Ccmmission
issued its order requiring Nid-Carolina Telephone Company to
file revised tariffs on or before February |, [976, to be
2ffective on all billings on and after February |5, |976, to
reduce rural zone charges and ciscellaneous rates to unify
these rates and charges for all exchanges of the merged



72 GENERAL ORDERS

companies to flow through up to $f),706. The $1],706 amount
represents one-half of $£23,412 of the additional revenue the
Cconmission estimated this Corpany would receive on an annual
basis frcm increased intrastate toll rates and related
services ©[placed into effect on July |, [975 in the subject
docket.

Under date of January |9, |976, Mid-Carolira Telephone
Company by letter advised the Commission of its intent to
file a rate case by May |, |976 and therefore, requested to
be relieved of flowing through to the subscribers, the
revenue requirement as ordered in Comnmission order of
December [9, [975 as mentioned abhove. The Conmnmission by
order of January 29, |976 granted this request subject to
the Company (}) filing a rate case by May |, [976 in crder
that the same may be considered therein or (2) submitting
rate case data to establish its rate of return in order that
the Commission may considar the reascnableness thereof.

The Commission upon reconsideration of this nmatter
concluded that the deferment of flow through of revenues as
granted by order of January 29, 976 should be rescinded and
that HMid-Carolina Telephone Company should proceed with flow
through in accordance with Commission Order of December {9,
1975.

IT IS, THEREFORE, QRDERED:

|- That Mid-Carolina Telephone Ccmpany shall comply with
Ccmmissicn order of PDecember |9, 1975, by f£iling revised
tariffs to be effective on all billings on and after March
15, 1976 to teduce zone charges and niscellaneous rates to
unify these rates and charges for all exchanges of the
mexrged company up to $|1,706.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of March, [3876.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. P-{00, SUB 34
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
The Flowing Through of Intrastate Toll,
RATS ard Interexchange Private Line Rates
and Charges Revenue to the Rate Payirg
Public In the Service Area of Norfclk &
Carolina Telephone Company

CRDER AMENDING
FLOW THROUGH
RECUIREMENTS

N St
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BY THE CCMMISSION: on December |9, 1975 the Commission
issued its oOrder in the subject docket requiring that
Norfolk and Carolina Telephone and Teleqraph Company flow
through to its subscribers 3$82,395.24 of revenue resulting
from increased intrastate tcll rates and increased local
rates at its Gatesville exchange.

As the result of a conference held by the Commission with
campany representatives, the Commission concludes that it
will alter the requirements ty allowing the company to
increase its service charge tariffs to the 1level of those
approved for cCcarolina Telephone and Telegraph Company in
Docket No. P-7, Sub 60|, but, continuing the same flow
through requirements as in the Ccnmission's order of
December {9, [975 mentioned above. This action will have
the effect of reducing the flow through by approximately
$28,000 over the original requirement.

IT IS, THEREFORE, ORDERED as follows:

(I) That Norfolk and Carolina Telepkone and Telegraph
Company is hereby authorized to increase its service charges
in accordance with Appendix "A" attached on all service
after Pebruary S, 1976, but not before it has filed
appropriate tariffs.

{(2) That Norfolk and Carolina Telephone and Telegraph
Company shall file with the Coomissicn on or before May IS,
1976, the service charge tariff attached hereto as Appendix
#B",* and proposed servics charges that will approximately
offset the revenues produced by the current service charge
tariff in effect as a result of this Order and with £full
explanation of how the current and proposed revenues were
determined. The proposed tariffs are to be filed with a
proposed effective date of July |, |]976.

(3) That the ordering paragraphs of the Commissioan's
December |9, 1976 order in this matter shall remain
unchanged.

ISSUED BY ORDER OF THE COMMISSION.

This the 9th day of February, 1976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

% See official Order in the Office of the Chief Clerk.
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APPENDIX MAY
Norfolk & Carolina Telephone and Telegraph Ccmpany
Docket No. P-| 00, Sub 34

SERVICE CHARGES

Residence Business

Installation, Hain

Service order |4.00 2{.00
Equipment Work
Main 4.00 6.00
Extension 2.50 3.75
Access Line Work 6.00 9.00

Installation, Extension

Service order 10.00 15.00
Equigment Work
First 3.00 4,50
Additional 2.50 3.75
Inside Move or Change
Service Order {0.00 15.00
Equipment Work
First 3.00 4.50
Additional 2.50 3.75
Number Change 11.50 {1.50
Restoration, Non-pay 1150 11.50
Restcration, Vacation 1{-.50 1l.50

DOCKET NO. P-| 00, SUB 34
BEFORE THE NORTH CAROLINA UTILITIBS COMMISSION

In the Matter of
The Flowing Through of Intrastate )
Toll, WATS and Interexchange Private ) REQUIREMENT OF FLOW
Line Rates and Charges Revenue tc the ) THROUGH OF REVENUES
Rate Paying Public In the Service Area )} EFFECTIVE MARCH |5,
of North Carolina Telephone Company } 1976

BY THE COMHISSION: On December |9, 1975, the Commission
issued its order requiring North Carolina Telephcne Ccmrany
to file revised tariffs on or tefore February |, |976, to be
ef fective on all billings on and after February [5, {976, to
reduce rural zone charges on an overall percentage basis,
after making a flat zone charge, seven miles and beyond, to
flow through $84,492, or as an option, reduce cclor charges
up to |/3 of the amount, the balance to be in zone charges.
The $84,492 amount represents one-half of $|68,948 of the
additional revenue the Commission estimated this Ccnpany
would receive on an annual basis from increased intrastate
toll rates and related services placed into effect on July
ls 1975 in the subject docket.
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Under date of January ]9, (976, North cCarolina Telephone
Company by letter advised the Commission of its intent to
file a rate case by June |, |976 and therefore, requested to
be relieved of flowing through to the subscribers, the
revenue requirement as ordered in Ccommnission order of
December {9, 1975 as mentioned above. The Commission by
order of January 29, [976 granted this request subject to
the Company (|) filing a rate case by June [, {976 in order
that the same may be considered therein or (2) submitting
rate case data to establish its rate of'return in order that
the Commission may consider tha reascnableness thereof.

The Commission upon reconsideration of this @npatter
concluded that the deferment of flow through of revenues as
granted by order of January 29, |976 should be rescinded and
that North Carolina Telephone Company should proceed with
flow through in accordance with Commission Order of December
19, 1975.

IT IS, THEREFORE, ORDERED:

le That North Carolina Telephone Company shall comply
with Ccmerission order of Decewmber |9, 1975, by £filing
revised tariffs to be effective on all billings on and after
March |5, |976, to reduce rural zome charges on an overall
percentage basis after making a flat zone charge, seven
siles and beyond, to flow through $84,492, or as an option
reduce color charges up to |/3 of the amount, the balance to
be on zone charges.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of March, |976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET NO. P-~{00, SUB 34
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
The Flowing Through of Intrastate )
Toll, HATS and Interexchange Private ) REQUIRENMENT OF FLOW
Line Rates and Charges Revenue to the ) THROUGH OF REVENUES
Rate Paying Public In the Service Area ) EFFECTIVE MARCH |5,
of 01d Town Telephone Systems, Inc. ) 1976

BY THE COMMISSION: On December i9, 1975, the Commission
issued its oOrder reguiring 01d Tcwn Telephone Systems, Inc.
to file revised tariffs on or hefore February (, |976, to be
effective on all billings on and after February (5, 1976, to
reduce all residence main station telephones by |S¢ a month.
This reduction represents one-half of $40,776 of the



76 GENERAL ORDERS

additional revenue the Conmnission estimated this Ccopany
would receive cn an annual basis from increased intrastate
toll : rates and related services placed into effect on July
{e 1975 in the subject docket.

Under date of January |9, 1976, 0l1ld Town Telephone
Systems, Inc. by letter advised the Commission of its intent
to file a rate case by May |, 1976 and therefore, regquested
to be relieved of flowing through to the subscribers, the
revenue Tequirement as ordered in Commission order of
December |9, 1975 as mentioned above. The Commission by
order of Januacy 29, {976 granted this reguest subject to
the Company (|) £iling a rate case by May |, |976 in order
that the same may be considered therein or (2) submitting
rate case data to establish its rate of return in order that
the Commission may consider the reasonaklemess thereof.

The Commission upon reconsideration of this nratter
concluded that the deferment of flow through of revenues as
granted by order of January 29, |976 shculd be rescinded and
that 01d Town Telephone Systems, Inc. should proceed with
flow through in accordance with Commission Order of December
19, 1975.

IT IS, THEREFORE, ORDERED:

1. That Old Town Telerhone System, Inc. shall ccmpgly
with Ccmmission Order of December |9, |975 by £iling revised
tariffs to be effective on all billings on and after HKarch
15, 1976 to reduce all residence main station telephones by
|5¢ a month.

ISSGED BY ORDER OF THE COMHNISSION.
This the 9th day of March, |976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. P-]00, SUB 34
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
The Plowing Through of Intrastate Toll, )
WATS and Interexchange Private Line Rates |} REQUIREMENT OF
and Charges Revenue to the Rata Paying ) FLOWING THROUGH
Public In the Service Area of Onited ) OF REVENUES
Telephone Company of the Carolinas, Inc. )

BY THE COMMISSION: On July |, 1975, the Commission issued
its order in Docket Numbers P-55, Sudb 742 and E-100, Sub 34
giving notice of requirements for submission cf information
relating to an investigation of intrastate toll rates, ®ATS
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and interexchange private lina rates and charges, the order
reading as follows:

"on July |9, |974, Southern Bell Telephone and Telegraph
Company, P.0O. Box 240, Charlotte, North Carolina, 2820}
{hereinafter Southern Bell) filed an application with the
Commission for authority to adjust its intrastate rates and
charges to 1its North Carolina customers. 1Included in the
application was a reguest to increase intrastate toll, WATS
and inter-exchange private line rates and charges amounting
to approximately $8,000,000 in additional annual revenues,
The independent telephone companies would realize, if
Southern Bell's rate application were finally approved as
requested, additional annual revenues of 8.2 million dollars
by virtue of contractual agreements regarding toll
settlements under the historical policy of uniforw toll
rates.

By order of August S, |974, the Conmission separated
Southern Bell's request to adjust its North Carclina
intrastate toll, WATS and inter-exchange private line rates
and charges from Docket No. P-55, Sub 742 and assigned those
matters to Docket No. P-|00, Sub 34 and set the same for
investigation, hearing and decision. The Order of the
Commission made all other telephone companies under the
jurisdiction of the Commission parties and consolidated
Docket No. P-|00, Sub 34 for hearing with Docket No. P-55,
Sub 742.

on June 25, {975, Southern Bell advised the Ccmmission by
letter and tariff filing that pursuant ¢to G.S. 62-134(b)
Southern Bell would ©place into effect on or after July |,
1975, the schedule of rates for intrastate toll, W®WATS and
inter-exchange private line as applied for in its
application of July |9, |974. Following Southern Bell's
notice to the Commission the other telephone companies which
the Ccmnrission had heratofore made parties to this
proceeding also filed tariffs to place tlke same toll rates
and charges into effect on July [, |975. The filings by the
independent companies follow the historical policy of
maintaining uniform toll rates in the public interest.

The Ccmnission recognizes that Southern Bell and the
independent telephone companies have placed these rates for
intrastate service into effect under G.S. 62-|34¢(b).

The Ccmmission concludes that Southern Bell and the
independent ccmpanies should file certain inforration
regarding the reasonableness of their retention of the toll
rate increases placed into effect under G.S. 62-{34(b), and,
specifically, if each independent telephone company's local
ratepayers should not receive of fsetting reductions in their
rates and charges.

Hearings were held in Docket P-|00, Sub 34 cn January 2nd
and 3rd, |975. 1In accordance with the procedure used in the
past, the Commission does not anticipate entering any order
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in Docket No. P-]00, Sub 34 until after hearings have been
held and a decision has been entered in Docket No. P-55, Sub
742,

IT IS, THEREFORE, ORDERED as fcllows:

|« That Southern Bell shall furnish written monthly
reports beginning September |, [975, ¢to the Conmission
showing the total effect in billed intrastate tcll revenues
and in intrastate toll settlements resulting frco the
increases in all intrastate toll rates for each telephone
company including Southern Bell. Southern Eell shall
furnish each connecting company the revenue effect
applicable to it. Prior to £filing the required monthly
report with the Commission Southern Bell shall okttain
written agreement to he filed at that time of each
independent company with regard to the accuracy of the filed
revenue effect data in Docket No. P—-|00, Sub 34.

2. That each independent company not having a general
rate application before the Commission on June 30, (975,
shall file within ninety (90) days from the date of this
order a detailed report showing clearly Jjustification for
retention of +toll revenues and a plan to flow through
ultimately to its local ratepayers decreased rates based on
the increased toll rate revenue effect.

3. That each telephone company having a general rate
application before the Commission pending on Jume 30, 975,
shall file monthly revenue reports as required for other
companies and the data filed by such companies will be pro
formed into the appropriate test year estaklished by the
Commission in such pending rate cases.

4. For each telephone company whose position is that the
amount of additional revenue placed into effect under G.S.
€2-134(b) 1is de minimis or for other reasons such ccrpany
should not flow through such increases to its local
ratepayers, any such conmpany shall file data supporting its
position in detail within ninety (90) days from the date of
this order."

The nmonthly reports submitted by Southerm Bell show
revenues increases for United Telephone Ccmpany of the
Carolinas, Inc., of $31,382, $30,52) and $31,615
respectively for the months of July, August and September
for a three month average of $3{,173 or $374,076,
annualized.

United Telephone Company in its letter of September 22,
1975 contended they should be allowed to retain the revenues
resulting from the increased tcll, WATS and interexchange
private lines rates which were effective July [, 1975
because among other reasons, the amount of revenue was de
pinimis. Since, United advised the Commission under date of

November (7, 1975 of its intentions to file a rate case, no
flow through was required. By 1letter of March 2, 1976
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United advised the Comrission that the Cowpany had as of
that date not resolved when a rate case would be filed.

The Comnission after considering the Company's
contentions, conclud2s that United Telephone Ccrpany of the
Carolinas, Inc. should flow <through one-half or up to
$187,036 by reducing or eliminating zone charges.

IT IS, THEREFORE, ORDERED that United Telephone Company of
the Carolinas, Inc., shall file revised tariffs, effective
on all billings on and after March {5, 1976 to reduce or
a2liminate zone charges up to $|87,036.

ISSUED BY ORDER OF THE COMMISSION.

This the 9th day of March, 1976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-7, SUB 205
BEFORE THE NORTH CAROLINA OTILITIES COMMISSION

In the Matter of

NORTH CAROLINA PUBLIC INTEREST )
RESEARCH GROUP, INC,, ]
)
JESSE L. RILEY, )
Complainants } ORDER DISMISSING
) COGNPLAINT
V. )
}
DUKE POWER COMPANY, )
Defendant )
HEARD: Commission Hearing Room, Ruffin Building, One

West Norgan Street, Raleigh, North carclina,
September |5, [976

BEFORE: Chairman Tenney I. Deane, Jr., Presiding, and
Commissioners Ben E. Roney, W. Lester Teal,
Jr., Barbara A. Simpson, J. Ward Purrington,
and W. Scott Harvey

APPEARANCES:
Por the Complainants:
Judith E. Kincaid, Attorney at Law, North

Carolina Public Interest Research Group, Post
Office Box 290|, Durham, North Carolina 2770]
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carol J. Jennings, Attorney at Law, Hedia
Access Project, {9)12 N. Street, N.¥W.,
Hashington, D.C. 20034

Harvey J. Shulpan, Attorney at Law, Media
Access Project, 1912 N. Street, NeHo,
Washington, D.C. 20036

For the Respondent:

George W. Ferguson, Jr., Attorney at Law, Duke
Power Company, Post Office Box 2|78, Charlctte,
North Carolina 28242

Steve C. Griffith, Jr., Attorney at Lawv, Duke
Power Company, Post Office Box 2|78, Charlotte,
North Carolina 28242

Charles S. Carter, Attorney at Law, Duke Power
Company, Post Office Box 2|78, Charlotte, North
Carclina 28242

For the Commission Staff:

Paul Le Lassiter, Associate Commission
Attorney, North Carolina Utilities Ccmpission,
Ruffin Building, One Hest MNorgan Street,
Raleigh, North Carolina 27602

BY THE COMMISSION: This proceeding was initiated on May
24, {976, with the filing of a Ccagplaint ty North Carolina
Public Interest Research Group, Inc. (PIRG), and Jesse L.
Riley (Riley), complainants, v. Duke Power Company (Duke),
defendant, alleging that Duke had included kill inserts with
its September |975 and May (976 electric bills purporting to
set forth contentions or facts about nuclear power, which
bill enclosures the complainants object to for reasons set
forth in the Complaint.

The filing of the Complaint was accompanied by the filing
of a "Memorandum of Points amnd Authorities in Support of
Complaint."

on June [, |976, the Commission caused the Comgplaint to be
served on the defendant in accordance with N.C.U.C. Rule R|-
9.

on June 30, (976, the complainants filed an Amended
Ccomplaint which was served on the defendant by Order of the
Commission entered July 7, ($76. On July 22, {976, Duke
filed a Motion to Dismiss (]) for lack of jurisdiction over
the subject matter and (2) for failure to state a claim upon
which relief can be granted and on the same day filed an
Answer to the original Comglaint and a Brief in Sugppert of
befendant's Ansver and ‘Motion to Dismiss.
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Oon July 28, 1976, the Ccmmission granted comglainants
leave to file Reply to the Answver, and on September |, |976,
the ccoglainants filed their rpleading entitled "Brief in
Support of Complainants' Opposition to Defendant's Motion to
Dismiss and in Reply to Defendant's Ansver to Complaint and
Supporting Brief."

By Oorder duly entered on July 28, |976, the Ccammission set
the Motion to Dismiss for hearing on September |5, [976. At
the call of the hearing on the Motion ¢to Dismiss on
September {5, [976, all parties of record’ entered their
appearances through counsel of record, as shown above, and
all parties were heard on Duke's Hotion to Dismiss and the
Complainants® Opposition to said Motion to Dismiss.

The Comnission has considered the pleadings, the oral
arquments thereon, the contenticns of the parties at the
hearing on Septamber (|5, (976, and the Briefs of both
complainants and defendant duly filed in connection with
said hearing as above set forth, including the statements or
admissions that there is. no substantial dispute over the
fact that the bill inserts were published by Duke as
complained of in the Complaint. Based upon the facts
alleged in the Complaint as set forth below, the Ccmmission,
taking judicial notice of its putlic records and the public
laws, as indicated, makes the following

FPINDINGS OF FACT

le That North Carolina Public Interest Research Group,
Inc. (PIRG), is a nonprofit corporation for research and
advocacy with student nembers from North Carolina colleges
and universities and complainant Jesse L. Riley (Riley) is a
resident of North Carolina and a customer of Duke Powver
Company (Duke).

2, That the defendant Duke is an investor-owned public
utility with legal authority to provide electric service in
an area of approximately 20,000 square miles through the
Piedmont sections of North and South cCarolina, with over
800,000 retail customers in North carolina.

3. That during the months of September (975 and May (976
Duke enclosed in the envelope with its bills for electric
service to its customers a bill insert, reproduced in two
pages as BExhibit A and one page as Exhibit B of the
Complaint, setting forth certain statements relating to
nuclear power, which statements speak for themselves as
hereinafter described.

4, That Duke has assigned the expenses of printing the
bill insert attached as Exhibit A to its Account No. 930.66
"Institutional Advertising," but such assignment has not
been approved by the Commission, and such assignment has no
binding effect in any rate case in which Duke might seek to
charge such expense above-the-line as an operating expense.
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5. That the present electric rates of Duke were fixed by
the Commission in its Order issued on Octoker 3, (975, in
Docket No. E-7, Sub |73, based upon a test period ending
December 31, |974, and the expenses of the September [975
and May 1976 Appendices A and B were not at issue or
included in the rate base expenses of the present rates of
Duke charged to its customars and to the complainant Riley.

6. That the Commission has previously advised the
complainant Riley, as recited in paragraph |[| of the
Complaint, that it would rule as to whether the expenses
incurred for said bill inserts ccmplained of would be
charged to above-the-line institutional advertising or
telow-the-line as a stockholders' expense on a case-by-case
basis in any general rate case where said expenses were
subpitted as an operating expense of the ccmpany for rate
purposes.

7. That the customers of Duke are not being charged any
rate or rate increase to print and distribute the bill
inserts attached to the Comglaint as Exhibits A and B, and,
if the bill inserts were not printed, the saving in the
expense thereof would have accrued to the stockholders of
Duke under the ratemaking provisions of the North Carolina
General Statutes which provide that rates shall be fixed on
a formula as provided in G.S. 62-|33, based upon estimated
future revenues and estimated future expenses, but fixing
rates certain [with exceptions only for fuel charges under
G.S. 62-134(e) ], and that said rates shall be charged until
changed under appropriate proceedings by the Commission, and
that until so changed all collections under said rates shall
belong to the investor-owned public utility.

8. That if and when Duke should seek to increase its
rates to cover the expenses of said bill inserts attached to
the Complaint as Exhibits & and B, public notice will be
given and complainants will have opportunity to be heard in
said proceeding and that until and when Duke should seek to
increase its rates to cover said expenses the said exfpenses
are being absorbed out of revenues belonging to the
creditors and stockholders of Duke.

CONCLUSIONS

Based upon the above Findings of Fact from the uncontested
allegations of the Complaint and from judicial notice of the
commpissicn's prior decision and record and assuming, as we
nust for purpose of this motion, all other contentions of
facts as alleged in the Complaint as amended to be true, the
Ccmmission finds and concludes that the Complaint fails to
state a claim upon «which the relief prayed for in the
complaint can be granted, for the reasons ¢that the legal
conclusion complained of in the allegation that Duke has
charged the advertising expensa of the bill inserts to the
complainants has not occurred and there is no justifiable
ccentroversy presently existing, and for other reasons stated
below the Complaint is premature, and the Motion to Dismiss
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should be allowed on the basis of Rule [2(b) (6) of the Rules
of Civil Procedure of North Caroclina.

Inaspuch as the Commission thus firds and concludes that
the Complaint fails to state a claim upon which relief can
be granted, it is not necessary to pass npon paragraph | of
the Motion to Dismiss for 1lack of jurisdiction over the
subject matter, but, in the interest of being helpful to
future procedural questions ra2lating to this or sirmilar
issues, the Commission does conclude that it has
jurisdiction over advertising expenses of public utilities
under G.5. 62—-]33 through its authority to determine if the
expenses of utilities are reasonaktle expenses far the
purpose of fixing rates and that it will pass upon the
reasonableness of advertising expenses and will determine
whether the expense shall be an operating expense for
ratemaking purposes or whether it should ke charged “below-
the-line™ to the company's stockholders, in any rate case in
wvhich a utility seeks to claim such expenses as utility
operating expenses to be charged to its ratepayers. It is
not necessary for the purpose of this oOrder to determine if
the cConmrission has jurisdiction to decide the additional
question raised in Duke's Motion to Dismiss as tc¢ whether a
utility company can be prohibited from publishing specific
statements over an assertion by the utility of its right of
free speech under the United States Constitution and the
Constituticn of North cCarolina.

The Ccomission further concludes that the decision of Duke
to include the inserts attached to the Complaint with its
bills to its customers does not involve the fixing of rates
so as to be a violation of G.S. 62-}40 prohibiting
unreasonable discrimination or preference as to rates or
service among the customers of a public utility. The
2xpense of said bill inserts has come out of mcnies
otherwise belonging to Duke stockhclders. G.S. 62-{40
requires, in effect, that Duke may not charge one customer a
higher rate or a lower rate than it charges another customer
similarly situated, nor may Duke give any unreasonable
preference or otherwise discriminate in its rates or its
service of electricity between various customers.

IT IS, THEREFORE, ORDERED that the M¥otion of Duke Power
Conpany to dismiss the Complaint for failure to state a
claim wuron which relief can be granted is hereby allowed,
and the Complaint is dismissed for the reasons above set
forth, and that the prayer of the comglainants that the
defendant Duke pay the costs and attorneys' fees incurred by
the complainants PIRG and Riley is hereby denied.
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ISSUED BY ORDER OF THE COMMISSION.

This 29th day of October, |976.

(SEAL)

NORTH CAROLINA UTILITIES CGMMISSION
Katherine M. Peele, Chief Clerk

DOCKET NO. E-2, SUB 264

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Carolina Powver & Light ) ORDER

Company for Authority to Adjust and ) SETTING
Increase Blectric Rates and Charges ) RATES
EEARD IN: The Commission Hearing Room, Ruffin Building,’

BEFORE:

APPEARANCES:

One West Morgan Street, Raleigh, North
Carolina, om Augqust |3, |975; December 2-5,
1975; December 9-{2, {975; January 6-9, [976;
January |[3-|4, |976; dJanuwary 2|, (976; and
February 1{, 1976;

City Hall Auditorium, Lisbon Street, Clinton,
North Carolina, on Thursday, January (5, 1976;

Ninth Floor Courtroon, Buncombe Ccunty
Courthouse, Courthouse Plaza, Asheville, North
carolina, on Tuesday, January 20, 1976

commissioner George T. Clark, Jr., Presiding;
Commissioners W. Lester Teal, Jr., and Barbara
A. Simpson

Por the Applicant:

R. C. Howison, Jr., Joyner & Howison, Attorneys
at Law, Wachovia Bapk Building, Raleigh, North
Carolina 27602; William E. Graham, Jr.,
Attorney at Law, Carclina Power & Light
Company, P. 0. Box |55], Raleigh, North
Carolina 27602

For the Intervenors:

Thomas R. Eller, Jr., Hovis, Hunter & Eller,
Attorneys at Law, 80} American Building,
Charlotte, North Carolina 28286, For: V¥orth
Carolina Textile Manufacturers Association,
Inc.; David H. Permar, Hatch, Little, Bunn,
Jones, Few & Berry, Attorneys at Law, P. 0. Box
527, Raleigh, North Carolina 27602, For: North
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Carolina 0il Jobbers Association, and Edward
Godwin, Jr., J. Stuart Gruggel, Jr., Office of
the General Counsel, Department of the Navy =
Atlantic Division, Naval Facilities Engineering
Conmmand, Norfolk, virginia 23511, For:
Executive Agencies of the ©United States of
America; Bonnie Davis, Hake. County Legal Aid
Society, 600 cCapital Club Building, Raleigh,
North Carolina 27602, For: Johnnie Mae Tucker;
I. Beverly Lake, Jr., Deputy Attorney General,
Jesse C. Brake, Assistant Attorney General,
Robert P. Gruber, Assistant Attorney General,
North Carolina Department of Justice, P. 0. Box
29, Raleigh, North carolina 27602, For: Using
and Consuning Public

Por the Commission Staff:

Robert F. Page, Assistant Commission Attorney,
John R. Holm, Assistant Cosmission Attorney,
Antoinette R. Wike, Associate Conmission
Attorney, North Carclina Utilities Comrmission,
P. 0. Box 99|, Ruffin Building, Raleigh, North
Carolina 27602

BY THE COMMISSION: on July }]6, {975, Carolina Power &
Light Company (hereinafter called the Applicant, the Ccmpany
or CP&L) filed an application with the Cowmsissicn for
authority to adjust and increase 1its electric rates and
charges for 1its retail customers in North Carclina. This
increase in retail rates and charjes was designed to produce
$81,779.,502 of additional annual revenue from the Ccmpauny's
North Carolina retail operations when applied to a test year
consisting of the twelve months andad Deceamber 23}, (974, or
approximately a 22% increase in total charges, including
total fuel charges. The Ccmpany requested that such
increased rates be allowed to take effect as of Augqust |5,
1975.

The application alleged and contended that the $8(,779,502
of additional annual revenues was necessary in order to
imnprove the Company's earnings, +to resume essential
maintenance programs, and to provide a sufficient rate of
return on its investment to support its construction
program, which was needed to provide adequate service to its
customers in North carolina. In the event that the
Commission saw fit to suspa2nd its proposed general rate
increase, CP&L included in its application a request for
authority to place into effect an interim rate increase to
become effective August |5, 1975, subject to refund, pending
final disposition of the requasted 22% general rate
increase, The proposed interim would be ioplemented by a
|6.26% across-the-board increase on base rate charges, or
approximately a {2% increass in total charges, including
fuel charges.
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The Commission, being of the opinion that the increases in
rates and charges proposed by CP&L herein were nmatters
affecting the public interest, by Order issued on July 2},
{975, declared the matter to be a general rate case pursuant
to G.S. 62-133, suspended th2 proposed rate increase for a
period of up to 270 days pursuant to G.S. 62-|34, set the
matter for hearing before the Commission beginning on
Tuesday, December 2, |975, with the burden of proof bhLeing
placed on CP&L to show that the proposed increase in rates
and charges is just and reasonable as required by G.S. 62-
75, required CPS8L to give notice of such hearing by
newspaper publication and by appropriate bill insert,
required CP¢L to file the data contained in N.C.U.C. Form E-
|, Rate Case Information Report ~ Electric Companies, on or
before September 2, {975, and required protests or
interventions to be filed in accordance with Rules R[-6, R|-
{7, and R]-19 of the Commission's Rules of Procedure.

on July 23, |975, the Commission issued an Order which set
CP§L's proposed interim increase for investigation and
hearing ‘on August [3 and |4, |975, on affidavits and oral
arqument. CPEL was required to give notice of the interinm
hearing .by publication in newvspapers giving general coverage
of its entire service area. Protestants and Intervenors
were given until August 3, [97S5, within which to file their
protests or motions for leave to intervene in the interinm
proceeding, Pending the outcome of the hearing and
determination on the Company's request for interim relief,
the interinz rates proposed by CPtL were suspended.

Oon August |2, (975, a patition for leave to intervene in
the general and interim rate cases was filed by counsel for
the North CcCarolina Textile Manufactanrers Association, Inc.
on August |3, |975, the date of the hearing, a petition for
leave to intervene in both cases wvwas filed by attorneys for
the Consumers Center of North Carolina. At the beginning of
the interis hearing, notice of intervention was given by the
North Carolina Attorney General's Office and an oral motion
for leave to intervene was made by counsel for the
Department of the Navy. A1l of the foregoing motions,
notices and petitions for leave to intervene vere allowed by
the presiding Commissioner at the interim hearing. By Order
issued on August 20, ]975, the Commission authorized CPEL to
put into effect, subject to refund, the Company's Interinm
Retail Service Rider No. 34, which rate schedule would
increase base rate schedules by approximately (6.20% and
vould effect an increase of approximately |2% across—the-
board on total customer charges. The Conmission further
ordered Carolina Power & Light Company to immediately begin
to carry out its deferred maintenance program and ordered
that any revenues collected pursuant to its oOrder Allowing
Interim Rate Increase would be subject to refund following
the hearing and determination of the general rate case.

On August 26, 975, petitions for leave to intervene in
this matter were filed on behalf of the North Carolina 0il
Jobbers Association and on behalf of Edward Godwin, Jr., an



RATES 87

individual customer of Carolina Power & Light and a member
of the 0il Jobbers Association. By Order issued on August
28, 1975, the Commission, being of the opinion that good
cause for such leave had been shown, alloved the petitioms
for leave to intervene on behalf of these parties.

Oon September 5, 1975, the Commission received a petition
for leave to intervene filed by J. Stuart Gruggel, Assistant
Counsel, Department of the Navy, Norfolk, Virginia, on
behalf of the customer interests of the Executive &agencies
of the United States of America. The commission allowved
such petition for leave to intervene by oOrder issued on
September 9, {975.

General Statute 62-|33(c) was amended during the course of
the 975 Session of the North Carolina General Assembly, so
that the second sentence of such statute now reads as
followss

“The test period shall consist of |2 months* historical
operating experience prior to the date the rates are
proposed to become effective but the Commission shall
consider such relevant, material and competent evidence as
may be offered by any party to the proceeding tending to
show actual changes in cost, revenues or the value af the
public utility’s property used and useful in providing the
service rendered to the public within this State which is
based upon circumstances and events occurring up to the
time the hearing is closed." (Emphasis added)

By oOrder dated July 2|, {975, the Commission required that
detailed estimates of data which is "based upon
circumstances and events occurring up to the time the
hearing is closed® be presented by CPEL in the context of a
tvelve-month period of time, ending the last day of the
month nearest |20 days from, and after the date of the
application. By letter dated September [6, (975, CPEL
requested an extension of time in which to file such
detailed estimates, asking that it ke allowed to state the
results thereof in the context of a twelve-month period of
time ending the last day of the month nearest |50 days from
and after the date of the application. The Applicant stated
that this would allow it to present twelve-month fiqures
based upon the entire Calendar Year |975, and would present
to the Ccnmission data up to and including the month of
December when the Company was scheduled to present its
direct case. By Order issued September 23, |[975, the
Commission approved the Company's request.

In order to provide an cpportunity for individual
customers of Carolina Power & Light Company in e€astern and
vestern North carolina to testify closer to their hoames with
respect to CP&L's application for a general rate increase,
the Ccompission, by Order issued on October 20, 1975,
scheduled public hearings in Clintonm, North Carclina, on
Thursday, January {5, 1976, and in Asheville, HNorth
Carolina, on Tuesday, January 20, [976.
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By motion filed with the Commission on November |7, 975,
the Attorney General of North Carclina, on behalf of the
using and consuming ©public, requested the Ccmtission to
expand its schedule of hearings theretofore announced and
published in this docket so as to include evening hearing
sessions from 6:00 p.m. to 8:00 p.m. in Clinton, Asheville,
and Raleigh. By Order issued on November |9, |975, the
Attorney General's motion was denied by the Commission.

On November {9, {975, the Wake County Legal Aid Society,
attorney cf record at the interinm hearing for the
Intervenor, the Consumers Center of North Carolina, filed a
notion with the Commission seeking leave to withdraw as
legal counsel for the Consumers Center. Such moticn was
filed with the concurrence of the Consumers Center of North
Carolina. Also, on November {9, |975, a petition for leave
to intervene herein vas filed by the Wake County Legal Aid
Society on behalf of Johnnie Mae Tucker, a resident of
Raleigh, North cCarolina, and an individual custcmer of
Carolina Power & Light Company. By orders issued on
November 2{, {975, the Commission allowed the Wake County
Legal Aid Society to withdraw as couusel of record for the
Consumers Center of North carolina and allowed the
intervention of the Rake County Legal Aid Society on behalf
of Johnnie Mae Tucker.

The wmatter came on for hearing as previously ordered by
the Commission on December 2, 975, at |0:00 a.m., for the
purpose of presenting the Applicant’s evidence. The
Applicant offered the testimony of the following witnesses:

(1) #r. Shearon Harris, President and Chief Executive
officer of CP6L, testified concerning general corporate
affairs, the Company's proposed construction progran, its
present financial condition and its present need for
increased rates and earnings;

(2) Mr. Edward 6. Lilly, Jr., Senior Vice President -
Finance of CP&L, testified concerning the Company's present
financial condition, dits future rplans for financing its
construction program in light of present day money nmarkets,
its need to increase its amount of times interest charges
earned and its concern over the 1large proportion of 1its
carnings represented by the allowance for funds used during
construction;

(3) Mr. Paul S. Bradshaw, Assistant Treasurer - Budget
and Statistics Section, Treasury aad Accounting Department
of CP&L, testified and presented exhibits concerning the
results of test year operations reflected on the' Ccmpany's
books;

(4) Mr. Eugene W. Meyer, Vice President and Director of
Kidder, Peabody and Company, Incorporated, testified with
regard to presently prevailing capital market conditions and
the financial results which CP§L needs to achieve and
naintain in order to attract capital in such markets;
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(5) HMr. John J. Reilly, Consulting Engineer with Ebasco
Services, Inc., testified with regard to his appraisal of
the company's electric plant in service at Decewmber 3|, [974
(the end of the test year), his study of the trended
original cost of the Company's plant as of the end of the
test period, and the nwmost recent of the periodic
depreciation studies, which his company has prepared for
CP&L every five years since 1950;

(6) Dr. John K. Langum, Economic Consultant, Chicago,
Illinois, testified regarding the cost of capital and fair
rate of return to Carolina Power & Light Company;

(7) Mr. James M. Davis, Jr., Assistant Director - Rates
and Requlation of CPgL, testified with regard to
jurisdictional allocations and segparations, the Company's
proposed rate structure, including the Company's proposed
method for recovery of current fuel costs, the actual test
year operating results for the Ccnpany with apgropriate end-
of-period adjustments, and the monetary effect that the
proposed rates would have had on the Company's orerations as
adjusted.

During the course of preseantation cf the Company'’s
evidence, one full afternoon of hearings in Raleigh, fronm
2:00 p.nd. to 7:00 p.m., was reserved for the taking of
testimeny offered by members of the public. The following
persons appeared and offered testimony to the Commission,
which generally questioned the need for and the justness and
reasonableness of the proposed rate increase requested by
CPE&L: HMrs. Lillian Roo, Mr. Jcseph Reinzkens, Mrs. Felicia
McDougal, Mrs. Clara Hilliard, ¥rs. Fanny White, Mr. Robert
J. Harris, Mr. W. H. Weatherman, Mr. John Locklear, and Hrs.
Georganna Trudill.

Oon December |7, ]975, the Executive Agencies of the United
States filed a motion requesting the Conmmission to order
CP&L to provide the Agencies with the answers tc two
interrogatories concerning growth in peak demand and total
annual kilowatt-hour sales from [967-1974 in all of CPEL's
North Carolina retail rate schedule classifications and also
concerning percentage increases in such schedules due to
rate increases granted by the Cormission for the years [967-
1974. The Agencies further regquested the Ccmeission to
allow the filing of supplemental testimony, if appropriate,
based upon the information furnished in resgonse to the
interrogatories. By Order issued on Decenmter 3|, 1975, the
Ccmmission required CP&L to provide the 4information
requested by the Executive Agencies in the foram available
and allowed the Agencies to file sugplemental testimony, if
appropriate, based upon the new information.

Following a recess for Christmas and WNew Year's, the
hearings were reconvened on Tuesday, January 6, 1976, for
the purpose of receiving testimony and exhibits from the
Intervenors and the Commission Staff. Host of these
vitnesses offered specific, usually expert testimony
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concerning particular aspects of the proposed increase
requested or the proposed rate design offered by CP&L.

Mr. Jerry T. Roberts, Secretary-Treasurer of the North
Carolina Textile Manufacturers Association, Inc., ccnmented
with regard to CPEL's proposed demand ratchet as it applied
to ¢the G6-3, Large General Service Rate Schedule. He
criticized the demand ratchet language for being verkose,
complicated, and hard to understand. He reccmmended that
the proposed ratchet be held in abeyance pending completion
of further study in the Peak-Load Pricing docket presently
before the Commission. He «criticized the proposed rate
increase for the G-3 Schedule as being in excess of the
system average increase, and therefore, not cost justified.
He finally stated that, looking at CPEL's annual report as
distinguished from projections and speculations, it was
apparent to him that CP&L is presently earning sufficient
levels of return to transact its business.

Mr. Gerald T. Hatthews, Consulting Engineer, employed by
the Ncrth Carolina 0il Joktbers, testified ccncerning a
ccmparison study which he had made of the annual energy cost
for a representative residential customer of the Comrpany
under schedules R-~2 (A1l EBlectric) and R-3 (Water Heater
Oonly) for both the present and proposed rates. Mr.
Matthews! study assumed that the R-2 customer had an
electric heat pump and that the R-3 customer used oil heat.
He concluded that a heat pump is not more efficient in
energy utilization than a space heating unit using heating
oil as an energy source. Despite this, his study revealed
that under both the present and proposed rates, a custcmer
in the R-2 rate schedule would have a significantly lower
total annual energy bill than a customer having identical
consumption patterns who used fuel oil for space heating and
received his electricity on the R-3 rate schedule. Mr.
Matthews wultimately recommended that the R-2 and R-3 rate
schedules be comkined into one single rate schedule.

Mcr. Bruce Y. Louiselle, a Vice President of David A. Kosh
and Associates, Inc., a firm of consultants specializing in
the area cf public utility economics, testified as a witness
for the Attorney General. Hr. Louiselle presented the
results of a study which h2 had made attempting to estimate
the effect on rates and rate increases which wvwould be
necessary to support the new <capital required by CPEL's
announced construction program.

Mr. Raymond V. Petniunas, a Rate Engineer with Naval
Facilities Engineering Command, Norfolk, virginia, testified
on behalf of the Exacutive Agencies of the United States.
The stated purpose of Mr. Petniunas' testimony was to " (!)
analyze the relationship between the demand ratchet progposed
by Carolina ©Power & Light Ccmpany for industrial and
conmercial customers and peak-load pricing, conservation of
fuel, and load management; and (2) demonstrate the inequity
of imposing an average increase of 32% upon the nine
military installations presently served by Carclina Pover &
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Light Ccmgany." Mr. Petniunas discussed these purposes in
the context of the present day debate concerning the value
of the peak-load pricing, The witness concluded that CP&L's
proposed demand ratchzt failed to meet the objectives of a
demand ratchet and proposed his own demand ratchet in lieu
thereof. Mr. Petniunas finally concluded that the praoposed
rates, as applied to the nine military installations in
North Carolina, were unjust, discriminatory and
unreasonable.

The Ccmmission Staff offered evidence from nine witnesses,
whose testimony may be summarized as fcllows:

(1) Mr. Dennis J. HWHightingale, Senior Engineer, Electric
Section - Engineering Division of the Cosomission Stafg,
testified concerning the reasonableness of CPEL's current
plants in service and constructioan program by applying a
loss of 1load probability analysis to CP&L's load growth
forecast;

(2) Mr. J. Reed Bumgarnar, Jr., Distribution Engineer,
Electric Section - Engineering Divisicn of the Copmission
Staff, presented the results of his analysis of CPEL's
jurisdictional allocation study and the results of his
investigation of the cCompany's adjustment for probable
future revenues and expenses applicable to electric plant in
service at the end of the test year;

{3) M#Hc. charles D. Land, Operations Engineer, Operations
Analysis Section - Engineering Division of the Conmission
Staff, presented the Staff's position with regard to CPEL's
requested changes in depreciation rates and also presented
the sStaff's reviev and analysis of the Company's trended
cost study;

{4) Mr. Donald R. Hoover, Staff Accountant of the North
Carolina Utilities Commission, presented his analysis c¢£f the
Company's tooks and records for the test year ended December
31, 1974, resulting in an exhibit entitled ®Study of
Ooriginal Cost Net Investment, Revenues, Expenses, and
Capitalization of Al lowance for Funds Used puring
constructionf;

(5) Mr. Andrev W. Williams, Chief Bngineer, EBlectric
Section - Engineering Division of the Commission Staff,
testified in twvo different subject areas: (a) the
appropriate level of fuel costs that should be included in
the basic rate design andé (t) a recommended format for
utility filings for rate increases based solely on the cost
of fuel pursuant to G.S. 62~[34(e);

(6) Mr. Bdwin A. Rosenberg, - Economist, Operations
Analysis Section - Engineering Division of the Commission
Staff, offered testimony assessing the reasonableness of the
application in this case from the standpoint of the rate of
return vwhich will result from the additional revenues
requested by CPEL;
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(7) HMr. Wwilliam P. Irish, Eccncmist, Operations Analysis
Section - Engineering Division of the Commission Staff,
of fered testimony dealing with adjustments to net income far
return in order to account £for the effects of weather
normalization;

(8) M¥r. ©N. EBEdvard Tucker, Utilities PEngineer, Electric
Section - Engineering Division of the Commission Staff,
testified concerning his analysis of CP&L's |[974 retail
operations cost allocations studies (cost cf service
studies) and his review of the relative level of rates
proposed by CP&L for each rate schedule, other than
residential, including the Company's proposed billing demand
(ratchet) provision and the proposed changes 1in service
regulations;

(9) 'pr. Dennis W. Goins, Economist, Operations Analysis
Section - Engineering Division of the Commission Staff,
offered testimony analyzing the rate design of the
residential rate schedules proposed by CPEL in this docket.

Two out-of-town hearings were conducted by the Commission
for the purpose of receiving testimony frcm interested
members of the using and consuming public sith regard to
CP&L's proposed rate increase in this case. The first such
hearing was held in Clinton, North Carolina, on Thursday,
January |5, 1976. No public vitnasses appeared and, as a
result thereof, no substantive testimony was received into
the record during the Clinton hearing. The second such
hearing was held in Ashevill2, North Carolina, on Tuesday,
January 20, |976. Nineteen (|9) witnesses appeared at the
Asheville hearing, one of vhom spoke generally in favor of
the proposed rate increase, the remainder of vhow ofposed
the rate increase on various grounds. These witnesses were
the following: Lewis Turbyfill, Edgar lingholp, Ted Glenn,
L. B. HWomack, 'Herman Stevens, Dan Kathy, W. C. Breazeale,
John Lackey, Habel Taylor, M#rs. L. H. Robinson, J. T.
Hocking, Paul Wwarwick, David Jackson, Zack Winston, Annie
Mae Boyd, K. J. Durant, Phillip Wainwright, Helen T. Reid,
and Ron Montgoumery.

On Wednesday, January 2|, |976, the Commissicn reconvened
the hearings in Raleigh at the Ccmmission Hearing Rcom for
the purpose of receiving additional direct testimony (which
had been requested by the Intervenors) and entertaining
further cross—-examination of Company Witnesses Bdward G.
Lilly, Jdr., and James M. bDavis, Jr. With the completion of
this testimony and cross-examination, the official record of
evidence in this proceeding wvas closed. The hearing was
then recessed pending the conpletion and mailing of the
transcript of the proceeding. The presiding Ccmmissioner,
Mr. Clark, stated that he would reschedule oral argument
herein, which had been requasted by all parties in lieu of
briefs, at a day certain in the future not less than ten
(10) days following the mailing of the transcript.
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By oOrder issued on Pebruary 3, {976, oral arguments in
this docket were scheduled for {0:00 a.m. omn Wednesday,
rebruary {], (976, in the Commission Hearing Room. At the
oral arquments, all parties were present and represented by
counsel. Arguments were presented on behalf of the Company,
the using and consuming public, Mrs. Johnnie Mae Tucker, the
Executive Agencies of the United States, the North Carolina
Textile Manufacturers Association, Inc., and the North
Carolina ©0il Jobbers Association and Edward Godwin, Jr.
Following the completion of such arguments, the hearings in
this matter were adjourned.

Based on the foregoing, the verified application, the
testimony and exhibits received into evidence at the hearing
and the Conmmission's entire record with regard to this
proceeding, the Conmission now makes the following:

FINDINGS OF FACT

l. That Carolina Power & Light Company is a public
utility corporation, organized and existing. under the laws
of the State of North carolina, and is subject to the
jurisdiction of this Commission. CPEL is lawfully before
this Conmission based upon its application for a general
increase in its North Carolina retail rates and charges,
pursuant to the Jjurisdiction and authority ccnferred upon
the Commission by the Public Utilities Act.

2, That CPEL is engaged in the business of develoging,
generating, transmitting, distributing and selling electric
power and energy to the general public within a broad area
of eastern and western North Carolina, and CP&L has its
principal office and place of business in Raleigh, North
carolina.

3. That the test period for the purposes of this
proceeding is the twalve-month period ended December 3|,
1974, CPEL is seeking an increase in its rates and charges
to North Carolina retail customers of $8(,779,502 based upon
operations in said test year.

4. That the overall quality of electric service provided
by Caroclina Power & Light Company ¢to its Ncrth Carolina
retail customers is good.

S That the reasonable original cost of CP&L's property
used and useful in providing intrastate electric service to
its retail customers in North Carolina is $1{,237,269,000,
the reasonable accunmulated provision for depreciation is
$195,92|,000 and the reasonable original cost less
depreciation is $(,04{,348,000.

6. That the reasonable replacement cost of CPSL's
property used and useful in providing retail electric
service in North Carolina is ${,£3(,525,000.
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7. That the fair value of CPEL's utility plant used and
useful in providing electric s=rvice to its retail customers
in North Carolina should be derived from giving two-thirds
{2/3) weighting to the original cost 1less depreciation of
CPEL’s utility plant in service and one-third ([|/3)
veighting to the trended original cost less depreciation of
CPEL's utility plant. By this method, using the depreciated
original «cost of $y,041,348,000 and the reasonable
replacement cost of ${,53(,525,00C, this Commission finds
that the fair wvalue of said wutility plant devoted to
intrastate retail electric service in VNorth Carolina is
$1,204,740,000. This fair value includes a reasonable fair
value increment of $(63,392,000.

8. That the reasonable allowance for working capital is
$62,644,000.

9. That the fair value of CP&L's plant in service used
and useful in providing electric service to its retail
customers within the State of North Carolina of
$],204,740,000, plus the reasonakle allowance €for working
capital of $62,644,000, yields a reasonable fair value of
CPEL's property in service ¢to ©North Carolina retail
customers of $|,267,384,000.

|0. That CP&L's approximate gross revenues for the test
year, after accounting and pro forma adjustments, are
$337,965,000 under the present rates and, after giving
effect to the Company's proposed rates, are $4|9,745,000.

ll. That the level of test year operating expenses after
accounting and pro forma adjustm2nts including taxes and
interest an customer deposits 1is $279,502,000, which
includes an amount of $4|,27],C00 for actual investment
currently consumed through reasonable actual depreciation
after annualization to year-end levels.

2. That cost-free funds, arising from the Job
Development Investment Tax Credit, implemented by the
Revenue Act of (97|, should receive the full equity return.

| 3. That ¢the fair rate of ra2turn that CPEL should have
the opportunity to earn on the fair value of its North
Carolina investment for retail operations is 7.58%, which
requires the full additional annual revenue requested fron
North Carolina retail customers of $8|,780,000 based upon
the historical test year (Calendar Year [974) 1level of
operations as adjusted for known changes subsequent thereto.
This rate of return on the fair value of CP&L's profrerty
yields a fair rate of return on the fair value equity of
carolina Pover & Light Company of approximately 7.7|%.

|4 That the rates proposed by CP&L for each rate
classiflcation will produce revenues which greatly reduce
the existing variations in rates of return letween rate
classes.



RATES 95

15. That the rate design progposed by CPSL is not
unreasonably discriminatory as between classes of service.
Rll rate schedules and tariff provisions as filed by CP6L,
with the exception of residential service, should be
approved as just and reasonable, and as necessary to enable
the Company to meet its revenue requirements.

16. That the residential rate schedules of CPEL require
pricing changes to reflect a more equitable and efficient
rate design. The residential rate schedules attached to
this Order as Exhibit A, and incorporated herein, are a
means to this end. Under the approved residential rate
schedules most of the customer cost cooponent of serving
residential users of electricity will be recovered in
separate customer charges, which will not vary with
kilowatt-hours of use. Onder CPEL's present and proposed
residential rates, the monthly minimum bill does not recover
the custcmer cost component.

17. That the basic rates progosed by CPEL in this docket
are designed to include a roll-in of fossil fuel costs which
are based upon the June, |975, fuel cost level. Such level
reflects a total fuel component of |.0|0 cents per KRH in
each of the proposed rates and thus does not reflect more
current, lower fuel costs. The Coammission finds that the
basic rates proposed should be adjusted by reducing e€ach
rate block by 0.16 cents per KHH and thus inccrporate into
the basic rates a total fuel cost component cf 0.860 cents
par KwH.

[8a That recently-enacted G. S. 62-[34(e) eliminates the
autcmatic fossil fuel ccst adjustment clause which CPEL had
been wusing prior to its application in this docket. The
Ccmmission finds that future rate case filings by CP8L,
which are based solely upon the increased cost of fuel
pursuant to G.S. 62-[3t(e), should use the method of
calculating such costs which is contained in Exhitit B
attached hereto.

19. That the revised depreciation rates proposed by CPEL,
which are attached hereto as Exhibit C, accurately reflect
average life expectancies of various classes of property and
should be approved for use by the Company.

EVIDENCE AND COKRCLUSIONS POR FINDINGS OF FACT NOS. | ANT 2

The evidence for these Findings ccmes from the verified
application, the testimony of Ccmpany WHitness Harris and
North Carolina G.S. 62-3(23)a.{|. and 62-{33. These findings
are essentially informational, procedural and jurisdictional
in nature and were not contested.

EVIDERCE AND CONCLOSIONS FOR FINDING OF FACT NO. 3
The evidence for this Pinding is ccntained in the verified

application, the Comrission's Order Suspending Progosed
Rates of July 2|, |975, and the testimony and exhibits of
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Company Witnesses Bradshaw and Davis and Staff Witness
Hoover.

The Campany offered and the Staff evaluated testimony and
exhibits concerning actual changes in costs, revenues and
the value of the Company's utility property, which changes
were based on circumstances and events that took place
between the end of the historic test period and the close of
the hearings. This testimony involved mnatters such as
additions to plant investment, decreases in market price of
fossil fuel, improvements in times interest coverage ratios,
changes in capital structure and the like.

The Connission concludes that the purpose of the
Legislature in enacting revised 6.S. 62-|33(c) was to reduce
"regulatory lag" by alloving the Coommission, where
reasonable and appropriate, to take notice of known changes
which have, in fact, occurred after the end of the test
period but before the hearings have concluded, and whose
effects can be demonstrated to a reasonable degree of
certainty. If the Commission were unahle to take notice of
such changes, then its Orders, in rate cases such as this
one, would be obsolete before they are issued.

The Ccmopission concludes that for purposes of this case,
it will adopt and apply the test year ending December 3,
1974, as normalized to end-of-period levels and as adjusted
for known changes which occurred up through the couclusion
of hearings in this docket. Such changes and adjustments
are discussed in subsequent specific secticns of this Order.

EVIDENCE AND CONCLUSTONS FOR FINDING OF FACT NO. 4

The evidence for this ¥Finding is tc be found in the
testimony of Company Witnesses Harris, Reilly and Davis and
Staff Witnesses VNightingale and Land. None of the puklic
4itness testimony was concerned with  the adequacy,
dependability of reliability of the ccmmodity or service
being provided by CP&L; 1instead, such testimony vas
primarily devoted to complaints atout the price being
charqged by the Company for such service or the methods
anployed by the Company to collect its charges. In the
absence of substantial evidenca to the contrary, the Ccmgpany
is entitled to a presumption that its service is adequate
and efficient and the Commission concludes that such service
is good.

EVIDENCE AND CONCLUSIONS FPOR FINDING OF FACT NO. S

The Commission will now analyze the testimony and exhibits
presented by Company Witness Davis and Staff Witness Hoover
concerning the original cost net investment in electric
plant in service. The following chart summarizes the arount
which each of these witnesses contends is precper for this
itenm:
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"000's Omitted"

Company Staff

Witness Witness
Iten _Davis_ _Rogver

(a) {b) (c)

Electric plant in service ${,191,303 $},221(,39]
Nuclear fuel - net 16,640 10,877
Total 1,207,943 " 1,232,268
Less: Accumulated depreciation 194,869 }94,188

Net Electric plant in service ${,0)3,074 $),038,080

As shown in the above chart, the witnesses agree with
regard to the components which should be used to calculate
the net investment in electric plant in service, but they
disagree with regard to tha amount. The first area of
disagreement is the amount properly includable as investment
in electric plant in service. This difference arises from
the different levels of cost used by each witness to reflect
the addition of the Brunswick No. 2 nuclear generating unit
to utility plant in service, and Witness Hoover's adjustment
in the amount of $35,089,000 to reflect additions to utility
plant in service other than Bruaswick No. 2. With respect
to the Brunswick adjustment, the 1level of cost used by
Witness Davis in the amount of $25{,][6,000 represents the
actual cost of Brunswick No. 2 when placed in service on
November 3, {975. The level of cost used by Witness Hoover
in the amount of $246,1|5,000 represents the actual cost of
Brunswick No. 2 at Septembar 30, |975, the point in time
through which Witness Hoover adjusted the test year level of
operations for known changes subsequent thereto.

As discussed above in Evidence and Conclusions for Finding
of Fact No. 3, it 1is the Connissicn's duty to consider
rtelevant, material and competent evidence showing changes in
the value of the utility's property used and wuseful in
providing the service rendered to the public within this
State which is based upon circumstances and events occurring
up to the time the hearing is closed. 1In arriving at the
appropriate level of investment in electric plant in service
of ${,226,392,000, the Commission has taken the original
cost of electric plant in service at December 3|, |974, of
$940,187,000 and then added the actual cost of Brunswick No.
2 when ©placed in service on November 3, 1975, of
$25{,116,000 and additions to electric plant in service
other than Brunswick No. 2 of $35,089,000, which other
additions were included as of September 30, |975.

The witnesses agree that nuclear fuel (net) should be
included as an addition in calculating net investment in
2kectric rlant in service. The difference in the levels of
investment in nuclear fuel proposed by each witness results
from Witness Hoover's adjustment to give effect to net
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additions to electric plant in service other than Brunswick
No. 2 subsequent to December 3|, [974. As previously
stated, it is the Commission's statutory duty to consider
changes in the value of the utility's property occurring up
to the tirme the hearing is closed. consistent with other
findings herein, the Commission has used the September 30,
1975, level of investment in nuclear fuel of $(0,877,000 in
arriving at net investment in electric plant in service.

The witnesses agree that the depreciation reserve should
be included as a deduction in calculating the net investment
in electric plant in service. Howvwever, the witnesses do not
agre2 on the proper amount to be deducted. Company Witness
Davis testified that the accunmulated Egrcvision for
depreciation wvas ${94,869,000. Staff Hitness Hoover
testified that the accumulated provision for depreciation
was $194,188,000 which is $68],000 less than that proposed
by Witness Davis. The difference results frcm additional
adjustments to depreciation expense proposed by Staff
Witnesses Hoover and Land and the different levels of cost
used by Witnesses Davis and Hoover to reflect the addition
of Brunswick No. 2 to utility glant in service.

The additional adjustment proposed by Witness Hoover of
$],052,000 was to 1include in test year operations
depreciation expense applicable to additions to glant in
service other than Brunswick No. 2, subsequent to December
31, 1974, The additional adjustwment proposed by Witness
Land of $],5|4,000 and reflected in Withess Hoover's Exhibit
as a decrease in depreciation exgense was to adjust the
depreciation rate applicable to nuclear production plant to
reflect a service life of 28 years.

In arrivang at the proper level of operating expenses we
have added an amount of $],052,000 to reflect depreciation
axpense applicable to plant additions other than Brunswick
No. 2 and we have added an amount of $)0,569,000 to reflect
depreciation expense applicatle to Brunswick No. 2.
Calculation of depreciation expense applicable to Brunswick
No. 2 was based on its actual cost when placed in service on
November 3, |975, and the depreciaticn rate was tased on a
service life of 25 years. The difference arising frco the
different levels of cost used by Witness Davis and Witness
Hoover is $2]9,000 ($]0,569,000 - ${0,350,000). Consistent
vith adjustments to depreciation expense including. those
described above we have used accumulated depreciaticn of
$195,921,000 ($[94,869,000 4 |,052,000) in developing the
net investment in electric plant in service.

The Ccmmission concludes that the following calculaticn of
net electric plant in service is appropriate for use herein:



RATES 99

Original Cost 12/31 /74 $ 940,187,000
Brunsvick XNo. 2 (|/3/75 251,{16,000
Other plant additions 9,30/75 35,089,000
Nuclear fuel - net 10,877,000
Total $,237,269,000
Less:
Accunulated depreciation 194,869,000

(including Brunswick No. 2)

Depreciation on additional 1,052,000
plant (other than Brunswick)

Net electric plant in service $|,04],348,000

EVIDENCE AND CONCLOSIONS PGR FINDING OP FACT NO. 6

Company Witness Reilly testified that the Company's
trended original cost was $2,595,|49,246 as of January |,
1975. He arrtived at that figure by first determining, by
individual plant account, the vintage cf the surviving
original cost dollars and then applying trend factors which .
relate the material and labor prices at the time of placing
the plant in service to the prices in effect cn January |,
16§75. Hr. Reilly's trended cost represents the cost that
would have been incurred on Janvary |, (975, to replace
CPEL's plant in like kind and manner. As a check of his
trended cost, MNr. Reilly performed a substitute plant
analysis for production plant. This analysis showed that,
even after reductions to tak2 into account fuel, labor and
other efficiencies, the cost of a- modern substitute plant
vas greater than the depreciated trended cost of the
existing production plant. While no such substitute plant
analysis was made for transmission, distribution or other
Flant, Mr. Reilly testified that nearly all cther plant
would be replaced in like kind and that his trend=d cost was
an accurate estimate of replacement cost.

Commission Staff Witness 1land testified that a trended
cost study should use the unit sumnmation method to estimate
accrued depreciation and not the average life method. Mr.
Land stated, nevertheless, that ¥r. Reilly's results are no
more than one percent overstated as a result of his use of
the average life method.

Previously in this order, the Commission has concluded
that the original cost of CP&L's property, less
depreciation, is $1,04),348,000 (including $47,180,788
representing additions to plant and $|,573,185 representing
additional depreciation accruals to update the test period
frcm January {, 1975, to Septezber 30, |975), and that such
original ccst as updated should be included in the Company's
original cost for rate-making purposes. Accordingly, the
Commissicn concludes that it is ©rproper to include these
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amounts in the Company's trended cost. Since these " amcunts
represent recent vintage dollars, any effect of trending the
dollars would be de minimis.

The Ccoeission concludes that the Company's replacement
cost less depreciation allocated to North Carolina retail
operations 1is $|,53),525,000. This fiqure represents the
sun of $(,475,040,|98 for plant in service as of January |,
1975, plus $47,|80,788 represanting plant additions between
January |, |975, and September 30, {975, not included
originally by Witness Davis, less $£1,573,185 Tepresenting
additional depreciation accruals, plus ${0,877,000 for
nuclear fuel.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7

The cConmission concludes that, considering the original
cost and the replacement cost,” each less its Froperc
depreciation, the reasonable weighting of original cost less
depreciation is two-thirds (2/3) and the reascnable
weighting of the replacement cost less depreciaticn is one-
third (1/3) in the calculation of the fair value of the
plant in service to the ratepayers cf North Carolina. This
weighting results in a fair value of plant in service of
${,204,740,000 which includes original cost of plant in
service less dzspreciation of $},04|,348,000 and a reasonable
fair value equity increment of $|63,392,000.

EVIDENCE AND CONCLUSIONS FOB FINCING OF FACT NO. 8

The Ccomission will now analyze the testimony and exhibits
cf Company Witness Davis and Staff Witness Hoover concerning
the amount each witness considers properly includable in the
original cost net investment as an- allowance for working
capital.

Fach witness wused the formula method in developing the
allowance for working capital. However, the witnesses did
not use the same period of time, which in all material
respects accounts for the difference in the amount of
working c%g}tal proposed by each witness. Mr. Davis
determined his working capital allowance, as stated in the
Company's application, based on the twvelve months ended
December 3), |}974. Upon submitting his additional
testimony, filed-.November 26, 975, he changed his working
capital allowance to reflect the elimination of fuel
deferral accounting as provided in the Commission Order of
April, 1975 (Docket No. E-2, Sub 260), and to Teflect the
effect of adjustments to operating and maintenance expense.
With these changes applied to the allowance for working
capital at December 3|, |974, Mr. Davis stated his allowance
for working capital at $90,809,000.

The second filing of additional testimony by Witness Davis
stated allowance for working capital in the context of
actual operating results for Calendar Year [975. Mr. Hcover
determined his allowance for working capital based on the |2
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months ended December 3|, |974, adjusted for known changes
through September 30, |975.

The Ccommission, carefully considering the allowance for
wvorking capital proposed by Company Witness Davis and Staff
Witness Hoover and taking due notice that the test period
shall consist of }2 months' historical operating experience
considered along with such relevant, material and ccopetent
evidence tending to show actual changes in costs, revenues
or the value of the public utility's property used and
useful in providing service which is based upon
circumstances and events occurring up to the time the
hearing is closed, concludes that the applicant's Froper
working capital allowance is $62,644,000, This allowance is
based on the |2 months ended September 30, (975, and
includes the related effect of that portion of Witness
Irish's weather adjustment adopted by the Commission.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9

The Ccmrission, based upon Pindings of Fact Nos. 7 and 8,
supra, and the Evidence and Conclusions therefor, concludes
that the fair value of CP&L's property used and useful in
renderiny retail electric service to its customers in North
Carolina, or rate base, at the end of the test year (as
adjusted for known changes Suksequent thereto) is
$],267,384,000, consisting of the fair value of plant in
service of $|,204,740,000 plus the reasonakle allowance for
working capital of $62,644,000. It is the fair value of
property (cr rate base) thus d=2termined to which the fair
rate of return is ordinarily applied in computing the gross
revenue requirement for Carolina Power & Light Ccmpany.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. (O

Company Witness Davis and Staff Witness Hoover presented
testimony and exhibits concerning the appropriate level of
operating revenues to be included in test year operationms.
The follcwing chart sumimarizes tke amount which each witness
contends is the proper level of operating revenues:

Company Staff
Witness Witness
Item _Davis_ Hoover
{a) (L) {c)
Net operating revenues $336,934,000 $334,410,000

The difference in the amount of operating revenues
proposed by each witness arises ‘from Ritness Davis'
adjustment to reflect the =alimination of' fuel deferral
accounting and :the operating revenue effect of Witness
Irish's weather and growth adjustments.

Witness Davis' adjustment to reflect the elimination of
fuel deferral accounting is consistent with the Ccmmission's
order issued in April of (975, Docket No. E-2, Sub 260.
Witness Hoover's testimony and exhibits were revised during
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the hearing to reflect the withdrawal of Witness Irish's
growth adjustment.

Witness Irish's weather adjustment would increase test
year operating revenues in the amount of $2,062,000 to
account for the difference in sales resulting frcm test year
veather being warmer in the winter and cooler in the summer
than "normal" weather, in terms of degree days, for the last
twenty (20) years. The Commission concludes that, in these
circumstances, - a veather normalization adjustment is
antirely legitimate and proper anl should be made.

The Company failed to " offer a proposed adjustment for
weather normalization. However, on c¢ross-examinaticen of
Staff ¥itness Irish, the company contended that the
adjustment calculated by the Staff might not be correct due
to the following considerations: (a) the lack of proper
Hezghtlng of degree days by numbers of customers and sales
in the four weather stations sa2lected by the Staff; (b) the
number of years which should have been ~used to calculate
normal® weather; (c) the appropriate rate blocks in which
the hypothetical increased ‘'sales should have been priced;
and (d) the appropriate cost to use for the generation of
additional electricity necessary to wmake the hypothetical
increased sales.

The Commission is of the opinion that the weather
adjustment is one which is appropriate for the exercise of
the Ccnorission's judgment, similar to its determinations of
rate base and rate of return. Having considered the
methodology used by the Staff in calculating its prcposed
veather adjustment and the guestions ccncerning such methods
raised by the Company, the Ccocnmission concludes that net
operating revenues for th2 test y2ar should be increased in
the amount of ${,03|,000 to normalize weather conditions
existing in the test year.

The Commission will, therefore, use $337,965,000 as the
proper level of operating revenues under existing rates for
purposes of setting rates in this proceeding, which sum
consists of the $336,934,000 contained in Witness Davis!
testimony and exhibits, plus that portion of Witness Irish'’s
weather adjustment approved by the Ccmmission.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. [|

Company Witness Davis and Staff witness Hoover offered
testimony and-exhibits presenting the 1level of operating
revenue deductions which.they believe should be used’ for the.
purpose of fixing the Applicant'!s rates in this proceeding.

The fcllowing chart sets forth the amounts presented by
2ach witness {rounded to nearest thousand):



RATES 103

Company Staff
Witness Witness
Iten Davis Hoover_
(a) (k) (c)
Net operating and maintenance $185,756,000 3$|81,218,000
Depreciation 40,219,000 35,539,000
Taxes other than income 32,058,000 30,70(,000
Income taxes - State 1,115,000 879,000
Income taxes - Federal £,485,C00 3,714,000
Investment tax credit - net (1,287,000) (1,287,000)
Deferred income taxes - net 9,757,000 18,296,000
Interest on customer deposits _97,000 97,000

Total revenue deductions $273,200,000 3$273,157,000

As shown in the ahove chart, the witnesses disagree as to
the apount properly includable for operating and maintenance
expense. The difference results from Hitness Davis' revised
adjustments to reflect probable future expenses for plant in
service at December 3|, |974, to adjust for the elimination
of fuel deferral accounting and to include the increase in
operating and maintenance expense arising frcm Witness
Irish's weather and growth adjustments.

It is the Commission's duty by statute to consider changes
in the utility's costs occurring up to the time the hearing
is closed. Accordingly, it 1is appropriate for the
Comamission to include Witness Davis' revised adjustments to
reflect probable future expenses for plant in service.

As explained under Evidance and Conclusions for Finding of
Fact No. {0, the Commission has adopted, in part, Witness
Irish's weather adjustment. Consistent with Witness Davis'
adjustment to operating revenues to reflect the effect of
elimination of fuel deferral accounting, a corcllary
adjustment Is required to increase fuel expense. Also, as
noted above, Witness Hoover's testimony and exhibits were
revised during the hearing to reflect the withdrawal of
Witness Irish's growth adjustment. The Copmission will,
therefore, use $186,)48,000 as the proper amount +to be
included as operating and maintenance expense in calculating
total operating revenue deductions for purposes of setting
rates in this proceeding.

The next area of disagreement is depreciation. The
difference results from the additional adjustments progosed
by Staff Witnesses Hoover and Land and the different levels
of costs used by Ritnesses Davis and Hoover to reflect the
addition of Brunswick No. 2 to utility plant in service. As
previously discussed wvwe have adopted Witness Hoover's
adjustment to include in test y=ar operations depreciation
expense applicable to additions to plant in service other
than Brunswick No. 2. Also, e have previously adcpted
Witness Davis' adjustment to reflect in test year operations
depreciation expense applicable to Brunswick No. 2 based on
its actual cost when placed in service, using a depreciation
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rate tased on a 25-year service life. Having adopted
Witness Davis' depreciation exgpense adjustment related to
Brunswick ©No. 2 and Witness Hcover's depreciation expense
adjustment related to additions to plant in service other
than Brunswick No. 2, we will use $41,27|,000 ($40,2]9,000 4
|,052,000) as the propsr amouat to be included as
depreciaticn expense in calculating total operating revenue
deductions,

The next area of disagreement is taxes other than inccue.
This difference arises from Witness Davis' adjustment +to
gross receipts tax resulting from adjustments (net) to
operating revenues, Witness Hoover's adjustments to progerty
tax expense, and adjustments to dgross receipts tax
occasioned by Hitness Irish's weather and growth
adjustments,

Witness pavis' adjustment to gross receipts tax is
consistent with adjustments to operating revenues previcusly
adopted. Witness Hoover's adjustment to property tax
expense related to property tax on additions to plant in
service other than Brunswick No. 2 is consistent with the
Commission's having adopted the <related adjustment to
2lectric Tfplant in service. As proposed by Witmness Hocver,
the Commission believes the apprcpriate property tax rate to
use in the calculation of the adjustment to property tax
expense applicable to electric plant in service other than
Brunswick No. 2 1is the |974 effective tax rate. Alsc, as
proposed by Witness Hoover, the Ccmmission Lelieves the
appropriate tax rate to use in the calculation of the
adjustment to property tax =2xpense applicable to Brumnswick
No. 2 1s the actual |975 proparty tax rate for Brunswick
County. As we have explained, the Ccmmission has adopted a
part of Witness Irish's weather adjustment and Witness
Irish's growth adjustment was withdrawn £from evidence.
Accordingly, the Comumission will wuse $£30,933,000 as the
proper amount to be includad as taxes other than inceme in
calculating total operating revenue deductions.

The next area Of disagreement is the amount to be included
as current state and federal income tax expense, This
difference represents the inccme tax effects related to
accounting and pro forma adjustments proposed by each
vitness.

Consistent with the Commission's having previously adopted
certain accounting and pro forma adjustments, it is entirely
proper to dinclude the related income tax effects of these
adjustments. The Commission will wuse §],158,000 as the
proper amount of current state 1income tax expense and
$5,808,000 as the proper amount of current federal income
tax expense to be included in test year operations under
present rates for purposes of setting rates in this
proceeding.

The remaining difference between the level of operating
revenue deductions proposed by each witness is the anmount
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properly includable as the current provision for deferred
income taxes. This difference arises from Witness Davis"
ad justment to reflect elimination of fuel deferral
accounting and Witness Hoovar's adjustments to reflect
comprehensive interperiod allocation of income taxes.
Hitness Davis! adjustment represents the related tax effect
of pro forma adjustments previously adopted by the
Commission.

Interperiod income tax allocation accounts for timing
differences betveen the pericds in which transactions affect
taxable income and the periods in which such transactions
affect the determination of book inconme. The Commission
believes that the increased <cash flow, the reduction in
external financing requirements and the improved fixed
charge coverages which will result frcm adoption of Witness
Hoover's adjustments would be beneficial to the Company and
its customers. The Commission will use ${5,374,000 as the
proper amount to be included as the current provision for
deferred 4income taxes in calculating total income tax
@xpense for purposes of sa2tting rates in this rroceeding.

Based wupon all the evidenca offered by the witnesses, the
Commissicn concludes that the proper 1level of operating
revenue deductions, including interest on custcmer deposits,
is $279,502,000, calculated as fcllows:

Net operating and maintenance $186,]48,000

Depreciation 4¢,271,000
Taxes other than income 30,933,000
Income taxes - State 1.158,0C0
Inccme taxes - Federal 5,808,000
Investment tax credit - net (1,287,000)
Deferred income taxes - net 15,374,000
Interest on customer deposits 97,000
Total revenue deductions $279,502,000

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. |2

The Ccamission will now analyze the testimony and exhibits
presented by the Company and by the Staff concerning the Job
Development Investment Tax Credit. The Company and the
staff disagree with regard to the raté-making treatment to
ke accorded this item of cost-free capital. The Company
contends that the legislative intent was for the Company to
earn the full =aquity r=2turn on the unamortized talance of
the Jot Developrment Investment Tax Credit, while the Staff
maintains that the Revenue Act cof {97 requires only that
the funds arising from the Job TLevelogment Investment Tax
Credit should receive no 1less than the overall ccst of
capital. The Company's position is based on the House Ways
and Means Committee Report No. 92-533 and the Senate Finance
Committee Report No. 92-437. The folloving excerpts from
the House and Senate Committee Reports tend to support the
Company's contention.



j06 ELECTRICITY

House Report No. 92-533:

“In determining whether or tc what extent a credit has
been used to reduce the rate base, reference is to be made
to any accounting treatment that can affect thke company's
permitted profit on investment by treating the credit in
any wvay other than as though it had been contributed by
the company’s coammon shareholders. For example, any
lesser 'cost of capital' assigned to the credit would be
treated as, in effect, a rate base adjustment."

Senate Report No. 92-437:

“In determining whether or to what extent a credit has
been used to reduce the rate base, reference is to be made
to any accounting treatment that can affect the conmpany's
permitted profit on investment by treating the credit in
any way other than as though it had been contributed by
the company's common shareholders. For example, if the
*cost of capital' rate assigned to the credit is less than
that assigned to common shareholders! irnvestment, that
would be treated as, in effect, a rate base adjustment.”

The following excerpt from the Internal Revenue Service's
proposed Reg. Section No. | of 46-5 tends to support the
Staff's position:

“In determining wvhether or to what extent a credit allcwed
under section 38 (determined without regard to section
46 (e)) reduces the rate base, reference shall be made to
any accounting treatment of such credit that can affect
the taxpayer's permitted profit on investment. Thus, for
example, assigning a ‘cost of capital' rate to the amount
of such credit which is less than the permissible overall
rate of return (determined without regard to the credit)
would be treated as, in effect, a rate base adjustment.
What is the overall rate of return depends upon the
practice of the regqulatory body. Thus, for example, an
overall rate of return may be a rate determined on the
basis of an average or weighted average of allowable rates
of return on investments by common stockholders, preferred
stockholders, and creditors.™

For purposes of setting rates in this case, the Commission
concludes that the Job' Develogment Investment Tax Credit
should be treated as common equity. This treatment will
afford the Company a better opportunity to achieve the fair
rate of return herein allowed.

EVIDENCE AND CONCLUSIONS POR FINCING OF FACT NO. |3

Three witnesses testified on the subject of cost of
capital/fair rate of return. The Company presented Dr. John
K. Lanqum, a consulting economist and 8r. Eugesne W. Heyer, a
Vice President and Director of Kidder, Peakody & Co., Inc.,
an investment banking and securities Lrokerage firm. The
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Staff presented HWr. Edwin A. Rosenberg, an economist with
the staff.

Dr. Lanqum testified that he believed that the Company
should te alloved to earn the following level c¢f returns:
8.25% on rate base, |5% on book common equity and |0.85% on
the fair value of the common equity. Mr. Meyer testified
that he believed that the investors in the common equity of
CP6L would be fairly treated if the Company were given the
opportunity to earn a rate of return of at least |6.3% on
its book common equity, which would, in his oginion, allow
CPE€L's common stock ¢to sell on the market at a premium of
twenty percent (20%) over book value. Mr. Rosenberg stated
that, after studying the application and the accounting
testimony and exhibits in this case, together with his
recently completed analysis of the fair rate of return for
Duke Power Company, which he found comparable to CPE&L, he
did not believe that the proposed increase in revenues would
produce a level of returns to the Company which would be
unreasonable or excessive.

The Commission concludes that the testimony of the
accounting witnesses (especially Mr. Hoover) and the fair
rate of return witnesses, when viewed together, clearly
shovs that the proposed revenue increase will not allow the
Ccompany the opportunity to earn a level of return in excess
of that which is just and reasonable. 1Indeed, the level of
returns vwhich are indicated, wvere the entire rate increase
gqranted, are below those which were allowed in CPSL's nmost
recent general rate case, and it nmust be said that such
returns are in the lower portion of the reasonable range of
return. If industrial activity-‘(hence electricity usage)
increases in the Company's service area as the econcric
recovery continues, the additional sales that would result
could produce a slightly higher 1level of returns on the
Company's book equity, fair value equity and rate base.

The Commission has heretofore found the fair value of
CPEL's property in service to retail customers in WNorth
Carolina, the revenue and rates of return expected from both
present and proposed rTates and the reasonatle level of
operating expenses as required by G.S. 62-(33. The
Commission concludes that, given efficient wmanagement, the
rates approved herein should produce a level of returas
sufficient to allow CPEL to produce a fair profit for its
stockholders, maintain 1its present level of service to the
public and compete in the market for capital funds on
Teasonable terms.

The folloving charts suamarize the gross revenues and the
rates of return which the Company should have a reasonable
opportunity to achieve based upon the full rate increase
approved herein. Such charts incorporate the findings,
adjustments and conclusions heretofore and herein made by
the Cormmission.
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CAROLINA POWER & LIGHT COMPANY
North Carolina Retail Operations
STATE4ENT OF RETURN
Twelve Months Ended December 3|, {974
(Adjusted for Known Changes Subseguent to
Decenber 3|, |974)
(000's Omitted)
Present Proposed Requested
_Rates_ Increase Rates _
L) (2) 3) (4)
Operating Revenues
Net Operating Revenues $ 337,965 $8|,780 $ 419,745

Cperating Revenue

Deductions
Net Operation &
Maintenance 186,148 186,48
Depreciation 41,271 41,271
Taxes Other Than Income 30,933 4,907 35,840
Income Taxes - State 1,158 4,612 5,770
Income Taxes - Federal 5,808 34,685 40,493
Investment Tax Credit-Net (],287) {1.,287)
Deferred Income Taxes-Net |5,374 15,374
Interest on Customer
Deposits 97 97
Total Revenue
Deductions ___279,502 44,2006 323,706
Net Operating Incobne
for Return $ 58,463 §$37,576 96,039
Original Cost Net Investment
Electric Plant in
Service $1,226,392 $1,226,392
Net Nuclear Fuel 10,877 10,877
Less: Accumulated
Depreciation 195,92) 195,92]
Net Electric Plant | ,044,3u8 1,001,348
Allowance for Working Capital
Materials and Supplies 44,602 44,602
Cash Allowance 32,388 32,388
Less: Accrued Taxes Il.,504 11,504
Customer Deposits 2,842 2,842
Total Working Capital
Allowance 62,644 62,.€44
Total Original Cost Net
Investment $1,103,992 $1,103,992
Fair Value Rate Base $1,267,384 $)1,267,384
Return on Pair Value

Rate Base 4.6 % 7.58%
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CAROLINA POWER AND LIGHT CCMPANY
North Carolina Retail Operatiomns
RETURN ON COMMON EQUITY
Twelve Months Ended December 3|, {974
{Adjusted for Known Changes Subsequent to December 3|, [974)

(000's Omitted)
Embedded Cost Net

or Return on GOperating
Fair value Ratio Comron Equity Income for

Rate Base £ % Return
Capitalization Present Rates ~ Fair Value Rate Base _
Long-term debt $§ 557,406 43,98 7.7717 $43,349
Preferred stock 161,624 12.75 8.0(3 12,951
1/
Ccmmpon Equity 515,565 40.68 .420 2,163
2/
Cost-free 32,789 2.59
Total $!1,267,384 |00.00 $58,463
Approved Rates - Fair Vvalue Rate Base
Long~term debt $ §57,406 43.98 7.777 $43,349
Preferred stock 161,624 1275 8.013 12,95]
L
Common equity 515,565 40.68 7.708 39,739
2/
Cost~free 32,789 2.59
Total $1,267,384 100.00 $96,039

1/ Includes Job Development Investment Tax Credit of
$14,856.
2/ Includes adjustments to reflect comprehensive interperiod
income tax allocation of $8,035.

EVIDENCE AND CONCLUSIONS FOR FPINLCINGS OF FACT NOS. |4 AND (5

Evidence presented in this docket showed that the rates
proposed by CPEL would greatly reduce the variations in
rates of return between rate classifications based on the
Company's |974 cost-of-service study. The evidence did,
however, indicate that large variaticns in rates of return
would still exist between rate classifications and between
rate schedules within rate classes. More specifically, the
cost-of-service study indicated that the residential class
would have the lowest rate of return; the rate of return on
the large general service class would be slightly above
average; and the rate of return earned by the small general
service class would be much greater than the average rate of
return. The 1increase in rates to the residential class
would be slightly greater than average; the increase to the
large general service class wculd approximate the average
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increase; and the mpajor small general service schedules
would receive less than the average rate increase.

Evidence presented by the Company and supported by the
Staff suggested that the results of a cost-of-service study
should be used as a guide in the setting of rates but should
not be used as the sole determining factor in electric rate
design. The cost-of-service study is based upon estinmates,
and the relative returns will change from year to year
depending upon changes in costs, customer usage patterns and
customer growth patterns.

The Commission 1is of the opinion that CPEL's cost-of-
service study is an appropriate and meaningful guide in the
design of utility rates. The rates proposed by the Company
in this docket greatly reduce the variations in rates of
return between rate schedules based on the [974 cost-of-
service study. In the Commission's current investigation of
peak-load pricing, Docket No. E-|{00, Sub 2], costing
nethodologies other than average costs (e.g. the use of
long-run incremental costs}) have been proposed and are being
studied. The Commission is avare that the results of cost-
of-service studies can be altered substantially ty changes
in costs (costing methodologies) and usage characteristics,
For these reasons, the Comnmiszion concludes that gradual
equalization of rates of return, such as will be realized by
the relative rate levels proposed by CPEL in this case, is
appropriate until such time as the results of studies using
other costing methodologies can be fully analyzed.

With respect to the rates oather than those charged to
residential customers, the Commission concludes that the
design cf the rate schedules filed ty the Ccocmpany in this
docket is appropriate, just, and reasonable. The Commission
further concludes that all new or adjusted schedules,
provisions and service rules and regulations, with ¢the
exception of the residential schedules, should be approved
as filed with a modification discussed hereafter to adjust
the fuel costs in the basic rates to the level approved
herein.

The proposed rates filed by CP&L in this dccket included
several substantial changes in rate design. One rate
schedule was eliminated and thre2 others were closed to new
customers (to be phased out completely in the future). In
addition, a number of riders were eliminated or changed.
The princigal effects of these changes are to reduce the
nunber of rate schedules, and thereby simplify CPEL's rate
structure, and to charge customers affected in a manner more
consistent with the actual cost of serving them. (In most
cases, the rate schedules being dropped or phased out earned
returns well below the average rate of return.)

The proposed changes toc the remaining major general
service schedules were sinilar in nature. The number of
enerqy blocks in the rate structures uere reduced and the
energy charges vere increased less than the demand charges.
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This placed more of the increase on the demand portion of
the rate schedule. These changes were made in an effort to
match prices with actual costs and resulted in larger
increases for customers with high demands relative to energy
usage (i.e., low load factor customers).

The remaining major rate design change proposed by the
Company for its general service schedules was the ratchet
provision used to determine the minimum billing demand. The
Company proposed a ratchet which sets billing demand at the
maximum of (|) the actual monthly reading, (2) 90% of the
maximum reading during the billing months of July through
October of the preceding elevem months, (3) 50% of the
maximum reading during the billirg months of November
through June of the preceding eleven months, or (4) 75% of
the contract demand until the billing demand eguals or
exceeds the contract demand. The evidence presented
indicated that this ratchet was more cost-justified than the
perpetual ratchet previously in effect. The 90% ratchet
provision was designed to recognize the higher costs
associated with serving customers during the peak period due
to the necessity of providing gemnerating facilities to serve
peak demands. The 50% provision for customer peak usage in
months other than the system peaking months was designed to
recover the costs of "local" facilities, i.e., transmission,
distribution, transformation, and metering facilities
installed to serve only the load of a particular custonmer.
The contract demand provision provides appropriate revenue
to the Ccmpany from the customers who request oversized
facilities to offset the cost of such facilities.

The evidence presented also indicated that the proposed
ratchet is based on "non-coincident" customer peak demand.
The mwpinimum billing demand is determined from a custcmer's
mnaximum demand at any time during a four-month period rather
than frcm the customerts actual contribution to the systen
peak.

While other ratchet designs were recomiended by some
intervenors, the ratchet proposed by CPEL charges custonmers
on an average for their demand during the summer peaking
period and thus recognizes their contributions %o systen
peak more accurately than do any of the other groposals in
view of current metering facilities. For these reasons the
Commission concludes that the ratchet proposed by CP&L is
appropriate, just, and reasomable, and that all provisions
of the Company's general service rates should te apfrroved as
filedc

If metering were universally available which could record
a customer's demand at the time of the system peak, or
during a small period of time surrounding the system peak,
rates could be designed which would charge each customer on
the basis of the costs that are incurred to supply his load.
This entire subject matter is presertly being considered by
the full Commission in the context of its generic hearings
concerning peak~load pricing, load management and
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conservatiaon (Docket E-|00, Sub 2t). We conclude that no
action should be taken in this Docket which might conflict
with decisions that will relate to all electric utilities in
North carolina and which should more appropriately be made
by the full Commission in Docket E-(00, Sub 2].

EVIDENCE AND CONCLUSIONS FOR FINDING CF FACT NO. |6

The rates proposed by CPEL in this docket are based upon
the general format of the residential rate schedules
previously in effect. The progposed increases were applied
to the existing rate designs by adding different percentage
increases to the base rates in each kilowatt-hour block,
raising the customer wminimum bill, and adding a fuel
adjustment charge of 5.87 mills per kilowatt-hour.

The Ccnoission concludes that an appropriate rate design
should reflect the cost of providing electric service to
customers, encourage the conservation of energy resources,
and promote economic efficiencies. The approved residential
rate schedules attached hereto as Exhibit A are designed
with pricing changes to reflect a more equitable and
efficient rate design.

The cost of serving electric users may be divided into
customer, demand, and enerdy costs. The custcmer cost
component varies with the number of customers being served.
The demand cost component varies with the load imposed on
the system facilities by the custcmer. The energy cost
component varies with kilowatt-hour consumption.

Customer costs, which include tilling costs and such plant
items as the meter and service drop and part of the
distribution plant, are costs incurred by CP&L regardless of
the kilowatt-hours (KWH) of electricity sold +to custonmers.
However, CP¢L does not have a separate charge in its
residential rate schedules to recover customer costs. CP&L
attempts to recover these customer costs through minimum
bills and in the early blocks of the rate schedules. Under
the present CPEL rates, the minimum bill is $2.00 for each
residential rate schedule. In the proposed residential rate
schedules, the minimum bill is raised to $2.80. Attempting
to recover customer costs in the early klocks inflates the
early block rates above those rates necessary to recover
energy and demand costs.

Dr. Dennis Goins, a Commission Staff Economist, advocated
the intrcduction of a separate customer charge in order to
tecover most of the customer costs. The agproved rate
schedules attached introduce a $5.00, a 34.55, and a $4.40
per month customer charge in Schedules R-2, R-3, and R-4,
respectively. These customer charges are collected frcm all
customers each month regardless of KWH consumption.
Customer costs are fixed costs, and customer charges will
enable CP&L to recover most of these particular fixed costs
independent of the KWH blocks.
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Dr. Gecins stated that the introduction of the custcmer
charge and the approved KWH block charges will eliminate
some of the intraclass cross~subsidization which presently
exists in the residential rate schedules. Monthly bills
assigned to vacation or second homes which are vacant much
of the year will more accurately reflect the cost of serving
these dvwellings.

In addition, the approved rates include an adjustment of
$.00i6 per KWH to reflect a total fuel cost component of
$.009|149 per KWH. The rates in each rate scktedule are
designed tc reflect more accurately the costs of providing
electric service to all customers.

The Coomission was also urged by Dr. Goins to create a
summer-vinter price differential for the R-2 rate schedule.
Evidence presented in this docket showed a diffexrence of
approximately 500 megawatts between the 974 summer and
1974-75 winter system peak demands. Between [972 and |974
the coincidant peak demand of classes R-2 and R-3 grew at
annual rates of 28.62 percent and |2.78 percent,
respectively, while the number of customers in these classes
grew at rates of only |9.96 percent and 3.02 percent,
respectively.

The R-2 winter heating rate was introduced to encourage
the off-peak consumption of electricity in order to balance
CPEL's system 1load and, thus, to improve CPEL'’s systenm
annual load factor. The relatively high annual load factor
of the R-2 customer class indicates that the R-2 rate
schedule has been successful in achieving these goals.
However, the lower tail block heating rate on the R-2
schedule applies during the entire year instead of applying
only during off-peak months. The lower tail block rate on
the R-2 schedule presently serves to encourage both peak and
of f-peak electricity consumption by stimulating the use of
air conditioning during the summer peak wmonths. Allowing
the R-2 tail block rate to be in effect during the summer
peak months gives R-2 customers improper peak-load pricing
signals and results in a form of discriminatory pricing with
respect to the tail block rates charged to customers on
Schedule R-3 and Schedule R-4. Dr. Goins reccmmended that
the same price be charged on each residential rate schedule
during the summer usage months (i.e. billing months of July
through October; actual usage months of June through
September) for consumption exceeding 800 KWH in order to
provide more proper price signals regarding the higher cost
of providing electricity during peak periods and to remove
one element of price discrimination which presently exists
in the residential rates.

The Commission agrees that a sunmer—winter price
differential for Schedule R-2 is a proper means by which to
attempt to achieve goals of efficiency and equity in the
pricing of electricity for residential customers. Although
the evidggce shoved that classes R-3 and R-4 have higher
load factors than do class R-2 customers during the month of
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the system summer peak, the annual class R-2 load factor
exceeds the annual R-3 and R-4% load factors. By maintaining
Schedule R-2 during the winter usage months (i.e. billing
months of November through June; actual usage months of
October through May) with lower rates for usage above [500
KWH, the approved residential rate schedules reflect the
lower wunit demand and energy costs imposed on the system by
all-electric customers during off—peak periods.

The rate schedules have been simplified by removing three
blocks from Schedule R-4, four tlocks from Schedule R-3,
five blocks from the Schedule R-2 summer rates, and four
blocks from the Schedule R-2 winter rates.

The Commission is of the opinion that the residential
rates schedules listed as "Approved" in Exhibit A (R-2, R-3,
and R-4 rate schedules) should be substituted for the CPEL
proposed rate schedules in ord=2r to reflect a more egquitable
and efficient rate design.

in Docket No. E-100, Sub 2|, this Ccmmission is
investigating peak-load pricing, time-of-day metering,
conservation, and 1load management for electric utilities
operating in North Carolina and is considering regulatory
initiatives directed towards the promotion of energy
conservation through system load management and ccntrcl of
peak demands. Pending final disposition in that docket,
however, the Commission is of the opinion that the electric
utilities subject to its jurisdiction can and should take
steps to balance their system loads Lty promoting reduced
consumption of electricity during periods of anticipated
system peak demands.

Huch of the increased need for electric generating
capacity can be attributed to growth in the demand for
electricity during system peak periods. Therefore, the
Commission seeks to slow the growth of the system peak
demands of electric utilities operating in North Carolina by
creating an awareness among consumers of their contribution
to system peak demands and, consequently, their contribution
to the need for additional generating plant; and further to
encourage consumers to help slow the growth in the systen
peak by voluntarily restricting their consumption of
electricity during periods of peak demands and deferring
such consumption to off-peak periods.

The Commission believes that greater consumer awareness of
the relationship between electricity usage at the time of
system peak and the need for additional electric generating
facilities can lead consumers to voluntarily refrain from
unnecessary consumnption of electricity at such times. ®hile
the Commission is.aware that such voluntary restricticn of
electric consumption at the time of system peak will not
eliminate the need for additional generating facilities, it
may slowv growth in the demand for such facilities.
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Chapter 780 of ¢the Session Laws of [|975 (S.B. 420)
authorizes the Ccmmission to "direct each electric public
utility to notify its customers by the most econcmical means
available of the anticipated periods in the near future when
its generating capacity is 1likely to ke near peak demand and
urge its customers to refrain from using electricity at
these peak times of the day.” 1In accordance therewith, the
Commission herein directs Carolina Power & Light Company to
develop and implement plans for the reduction of system peak
throughs

1. Continuing education of its customers and the general
public in the need for and methods of contrclling system
peak;

2. Use of mass communication to promote conservaticn of
enerdy during anticipated periods of peak demand and to
inform customers of methods to reduce the unnecessary use of
electricity and to postpone nonessential usage;

3. Promotion of effective load management and efficient
use of electricity by offering direct assistance to
customers.

Such plans should take maximum advantage of the
opportunity for public service announcements undertaken in
cooperation with service area newxs media, and other such
means as may present themselves, in order to follow the
statutory mandate to employ the most econozical npeans
available for notifying and educating the public. In
addition, such plans should demonstrate the willingness of
the utility to encourage its custcmers to restrict their
consumption of electricity during anticipated periods of
peak demand.

EVIDENCE AND CONCLUSIONS FPOR FINDINGS OF FACT NOS. |7 and (8

The basic rates proposed by Carolina Power & Light Ccmpany
in this fproceeding included a total fuel cost comfponent of
1.010 cents per KWH. These rates were designed in mid-|(9765.
Since that time fuel costs have decreased and stabilized to
a large extent.

The most appropriate rate structure for CP&L would inclade
total current fuel costs in the Lasic rate structure, The
rates could then be designed considering known factors
occurring up to the time the hearing is closed. The General
Assembly, in ratifying new G.S. 62-}33(c), intended to allow
the Commission to consider relevant, material and competent
‘evidence based upon circumstances and events occurring up to
the time the hearing is closed.

Staff Witness Hilliams testified that fuel cost levels on
a KWH sales basis for the calendar year ending December 3|,
1975, were 0.860 cents per KiH, including nuclear fuel,
fossil fuel and the energy portion of purchased power and
interchange power. The Commission is of the opinion that
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this fuel cost level is an appropriate amount to include in
the basic rate structure and that the rates should be
designed to reflect a total fuel cost component of 0.860
cents per KWH. This adjustment requires that the price of
each rate block of each rate schedule be reduced by an
average of 0.6 cents per KWH, which is the difference
between the fuel cost level in the proposed rates and the
average 1975 fuel costs as ananualized, plus the associated
gross receipts taxes. The Commission concludes that this
adjustment to said proposed rates is proper.

The recently enacted G.S. 62-|34(e) provides, in part, as
fcllows:

' (e) Notwithstanding the provisions for this Article, upon
application by any public utility for permission and
authority to increase 1its rates and charges based solely
upon the increased cost of fuel used in +the generaticn or
production of electric power, the Commission shall suspend
such proposed increase for a period not to exceed 90 days
beyond the date of filing of such application to increase
rates . « « » The Commission shall promptly investigate
applications filed pursuant to the provisions of this
subsection and shall hold a public hearing within 30 days of
the date of the filing of the application . . . . The order
responsive to an application shall be issued promptly by the
Commission but in no event later than 90 days from the date
of filing of such application. A proceeding under this
subsection shall not bhe considered a general rate case. All
monthly fuel adjustment rate increases based solely upon the
increased cost of fuel . . . as presently approved by the
Commission shall fully terminate effective September |, [975
« @« 3 provided, however, that the termination date of
September {, [975, shall not apply to any public utility
which has filed an application under this subsection c©n or
before July |, 1975, and where the Commission has not issued
a final order by September |, |975 . . . .7

CP&L has a current adjustment in its basic rates, pursuant
to G.S. 62-|34 (e), which reflects fuel cost changes since
the (973 fuel cost levels. This adjustment (excluding the
surcharge designed to recover fuel expense deferred as of
August 3|, 1975) should be terpinated with the effective
date of the rates approved herein, because these new
approved rates reflect updated, current fuel cost levels.

Should generating and fuel cost statistics of subsequent
months reflect fuel cost levels different frcm t hose
reflected in the updated basic rates, then CP¢L may file for
adjustments to its rates pursuant to G.S. 62-|34(e) and
Commission Rule R1-36. (If the generating and fuel cost
statistics for the third month preceding the month these new
rates become effective indicate a reduction in fuel costs
vhen applied to the formula attached as Exhibit B, then CP&L
should file a downwvard adjustment for the first billing
month.)
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The Commission concludes that future filings for rate
increases basad solely on the cost of fuel pursuant to G.S.
62-{134(e) can be reviewed more effectively if such filings
ate made pursuant to the formula proposed by Staff Witness
Williams and attached hereto as Exhibit B. This formula
includes nuclear, as well as fossil fuel, and the energy
portion of purchased power and interchange power. This
formula may be used to facilitate processing of applications
pursuant to G. S. 62-|34(e). CP&L should file om a monthly
hasis computations required for this formula to assist the
Commission and the Staff in monitoring fuel costs and their
possible effects on future retail electric rates.

EVIDENCE AND CONCLUSIONS POR FINDING GF FACT NO. |9

Company Witness Reilly testified that he had reccrmended
revised depreciation rates for CPE&L after giving
consideration to available past retirement experience,
present and anticipated future system requirements, and
industry-wide trends relating to future life expectancy of
various classes of property. Of primary impcrtance vith
respect to the production plant are the more rigid pollution
and environmental requirements and the fuel o0il crisis,
which, he testified, tend to reduce the useful life of
fossil and nuclear production plant.

Witness Reilly stated that as a result c¢f reducing
estinated service lives the depreciation reserves recorded
on the Ccapany's books were inadequate. His depreciation
rates, therefore, were calculated to recover this inadequacy
over the remaining life of the plant in service. Nr. Reilly
stated that any large plant additions would cause over-
accruals if his composite depreciation rates were not
adjusted. He testified that an alternative method would be
to charge a fixed amount to depreciation each year, in
addition to the expense derived from applying ‘'"normal®
depreciation rates, to amortize the reserve deficiency.

Commissicn Staff WHitness Land testified that the Company®'s
application for increased depresciation rates did not include
all the recommendations of HWitness Reilly as described
above. He stated that the Company's accruals to recover the
reserve deficiency should be reviewed annually if approved
as proposed by the Company. He also stated that the best
method to recover the reserve deficiency would be to
amortize it in equal, annual dollar amounts over the
remaining 1life of ¢the plant in service (the alternative
proposed by Mr. Reilly).

Witness Land also testified that the Company's preoposal to
reduce the estimated service 1life of nuclear production
rlant from 30 to 25 years was not based on mortality data.
He stated that the service life should not be reduced below
28 years at this time since mortality data is not available.
He further testified, however, that in the absence of
mortality data, it is necessary to’ 'consider the anticipated
lives of existing plants based on «criteria which include
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physical 1ife, functional life, and alterations required for
safety or environmental reasonrs. Based upon the £foregoing
criteria as applied to CP&L, the Ccmmission concludes that a
25-year estimated service 1life of nuclear plant is
appropriate in this case.

The Ccomission, therefore, concludes that the normal
depreciation pates as proposed by the Company and restated
kerein in Exhibit C should be allowed. The book reserve for
depreciation at December 3|, (974, for plant in service
allocated to North Carolina was 3256,€635,464. According to
the evidence presented, the theaoretical reserve regquirement
at that date vas $291,(71,949. This difference of
$34,536,485 should he amortized as additional depreciation
expense over a period of 25.5 years which is approximately
the remaining life of the plant in service. Accordingly,
CPEL should be required to:

(1) Adjust the book reserve for each account in the
depreciation subledger to equal the theoretical balance of
December 3|, |974, as further adjusted to reflect subsequent
accruals; and

(2) Place the resulting deficiency in a separate
subaccount and credit this account monthly in the amount of
$)12,826 with the amortization allowed above.

IT IS, THEREFORE, ORDERED as fcllows:

[ That effective for ratail electric service rendered
in North Carolina on and after the date of this Order,
Carolina Power & Light Company is hereby allowed to place
into effect the increased rates descrited in paragragh 2
below, which rates are designed to produce additional annual
revenues in the amount of $8|,78¢C,000.

2. That the residential rates approved herein are to be
designed as set forth in Exhibit A attached hereto, and the
rate schedules 1listed as "Approved" in Exhibit A shall be
substituted for CPEL's proposed residential rate schedules.
All other rate schedules are approved as filed herein,
except that such schedules shall be adjusted to include only
the fuel cost component appraoved herein, and such approved
fuel cost component shall apply to all nonmetered as well as
metered rate schedules. CPE&L shall file new rate schedules
in conformance with this Ordering Paragraph within ten ({0)
days of the date of this Order.

3. That the revenues collected by CP&L under the interinm
increases heretofore approved in this docket are hereby
affirmed as just and reasonable and the undertakings filed
with said interim rates are hereby discharged and cancelled.

4, That the adjustment to the existing btasic rates
approved pursuant to G.S. 62-|34{e) [excluding the surcharge
designed to recover fuel expenses deferred as of August 3|,
1975] is terminated with the effective date of the revised
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basic rates approved herein pending future applications
under G.S. 62-]34(e).

5. That CP&L shall supply the Commission, on a monthly
basis, the computations required by the formula attached
hereto as Exhibit B. Such formula shall henceforth
constitute the basis of rate filings by CPEL pursuant to
G.S5. 62-(34(e).

6. That CPEL is directed to inplement the programs with
respect to cost control and consumer information as
described in the evidence set forth hereinbefore in the
Evidence and Conclusions for Finding of Fact No. |[6. The
Commission hereby directs CP&L to furnish 3its plans as
required hereunder within ninety (90) days of the date of
this oOrder.

7. That, pursuant to Ordering Paragraph No. 7, supra,
CP&L shall file, within ninety (90) days of the date of this
order, a tariff which would allow a residential custcmer to
make use of a nonfossil energy source (e.g., wind, solar) as
a supplement to such customer's electric energy,
particularly during peak periods of use, without
disqualifying such customer from any rate schedule for which
he would otherwise gualify.

8. That the depreciation rates attached hereto as
Exhibit C are approved for use by the Company. CP&L shall
amortize the deficiency in its reserve accounts by using the
methodology prescribed in the Evidence and cConclusions for
Finding of Fact No. |9.

9. That Carolina Power & Light Company shall give public
notice of the rate increase approved herein by mailing a
copy of the Notice attached as Appendix "|" by first class
mail to each of its North Carolina retail custcmers during
the next normal billing cycle.

ISSUED BY ORDER OF THE COMMISSIOWN.

This the 20th day of February, |976.

NORTH CARCLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
Exhibit A

RESIDENTIAL SERVICE - ALL ELECTRIC
SCHEDULE R-2

L/
Present Rates Proposed Rates

4.99¢ 7.02¢ per KWH for the first 50 KWH
3.71¢ 5.37¢2 per KWH for the next |00 KWH



120 ELECTRICITY

2.43¢ 3.72¢ per KWH for the next 50 KWH
1.79¢ 2.90¢ per KWH for the next 50 RWH
|.28¢ 2.24¢ per KWH for the next 50 KWH
2.10¢ 3.29¢ per KWH for the next 500 KWH
|-75¢ 2.84¢ per KWH for the next |700 KWH
|.63¢ 2.69¢ per RWH for all over 2500 KWH
$2.00 $2.00 Minimum Bill
2/
Approved Rates
3/ L 74
Summer Hinter
5/
$5.00 $5.00 Basic Facilities Charge
3.34¢ per KWH for the first 350 KWH
2.72¢ per K#H for the next &50 KWH
3.09¢ per XWH for all over 800 KWH
3.34¢ per KW8 for the first 350 KWH
2.72¢ per KWH for the next 450 KWH
2.99¢ per KWH for the next 700 KRH
2.|5¢ per K¥H for all over |500 KWH
1/

Rates approved in Commission order dated January 6, (975;
rates do not include current Approved Puel Charge
2/
KWH rates include 0.9)49¢/KWH for fuel cost (|2 months
ended December [975) and associated gross receipts tax
3/
Billing months of July through October; usage months of
June through September
4/
Billing months of November through June; usage months of
October through Hay
5/
Basic Facilities Charge applies regardless of KWH consumed

Exhibit &
RESIDENTIAL SERVICE - WATER BEATING
SCHEDULE R-3
1/
Present Rates Proposed Rates

4.99¢ 7.02¢ per KWH for the first 50 KWH
3.71¢ 5.37¢ per KWH for the next |00 KWH
2.43¢ 3.72¢ per KWH for the next 50 KWH
|1.79¢ 2.90¢ per KWH for the next 50 KWH
|- 28¢ 2.24¢ per KWH for the next 50 KWH
2.(0¢ 3.29¢ per KWH for the next 500 KWH
2.40¢ 3.68¢ per KWH for all over 800 RWH

$2.00 $2.80 Minimum Bill
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2/
Approved Rateg
3/
$4.55 Basic Facilities Charge
3.34¢ per KWH for the first 350 KWH
2.72¢ per KWH for the next 500 KWH
3.09¢ per KWH for all over 800 KWH

17
Rates approved in Commissicn order dated January 6, [S75;
rates do not include current Apgroved Fuel Charge

2/
KWH rates include 0.9[49¢/KWH for fuel cost (|2 months
ended December |975) and associated gross receipts tax

3/
Basic Pacilities Charge aprlies regardless of KWH consumed

Exhibit 12
RESIDENTIAL SERVICE - GENERAL
SCHEDULE R-4
1/
Present Rates Proposed Rates
4.99¢ 7.02¢ per KWH for the first 50 KwH
3.7|¢ 5.37¢ per KWH for the next 100 KWd
2.43¢ 3.72¢ per KWH for the next |00 KWH
|.92¢ 3.07¢ per KWH for the next 50 K®H
2.65¢ .02 per KRH for the next 400 KWH
2.40¢ 3.68¢ per KWH for all over 700 KWH
$2.00 $2.80 Hipimum Bill
2/
Approved Rates
3/
$u.40 Basic PFacilities Charge
3.13u¢ per KWH for the first 350 KWH
3.29¢ per KWH for the next 450 KWH
3.09¢ per KWH for all over 800 KWH

1/
Rates approved in Commission order dated January 6, {975;

rates do not include current Aprroved Puel Charge

2/
KWH rates include 0.9{49¢/KWH for fuel cost (|2 months
ended December [|975) and associated gross receipts tax

i/
Basic Facilities Charge apfplies regardless of KWH consumed
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EXHIBIT B
PUEL COST FORMULA

)
- $0.00850 ) (T) ((00)
)

Fuel adjustment in cents per kilowatt-hour.
Fuel costs experienced during the third ronth
preceding the billing month, as follows:

(a}

(B)

{©)

(D)

Possil and nuclear fuel consumed in the
utility*'s own plants, and the utility's share
of fossil and nuclear fuel consumed in jointly
owvned or leased plants. The cost of fossil
fuel shall include no items other than those
listed in Account |5| of the Commission's
Uniform System of Accounts for Public Utilities
and Licensees. The cost of nuclear fuel shall
be that as shown in Account 58 excluding
rental payments on leased nuclear fuel and
except that, if Account 5{8 alsc contains any
expense for fossil fuel which has already been
included in the cost of fossil fuel, it shall
be deducted from this account.

RPlus
Purchased poxer fuel costs such as those
incurred in unit power and Limited Term power
purchases where tke fossil and nuclear fuel
costs associated with energy Fpurchased are
identifiable and are identified in the billing
statement.

Plus
Interchange power fuel costs such as Short
Term, Economy and other where the energy is
purchased on econcni¢c dispatch basis; costs
such as fue2l handling, fuel additives and
operating and maintenance may be included.

Energy receipts that do not involve money
payments such as Diversity energy and payback
of storage energy are not defined as purchased
or Interchange power relative to the Fuel
Clause.
Minus

The cost of fossil and nuclear fuel recovered
through intersystem sales including the fuel
costs related tc econcmy energy sales and cther
energy sold on an economic dispatch basis.

Energy deliveries that do not invclve billing
transactions such as Diversity energy and
payback of stcrage are not defined as sales
relative to the Fuel Clause.
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S = total kilowatt-hour sales during the third month
preceding the billing month.

%0.00850 = Base cost of fuel per KWH sold.

T = adjustment for state taxes measured by gross receipts:

1.06383
EXHIBIT C
Approved Depreciaticn Rates for CPEL

Plant Classification Depreciation Rate - %
Steam Production Plant 3.257
Nuclear Production Plant 4,224
Hydraulic Production Plant ]-143

Other Production Plant 4.000
Transmission Plant 2.274
Distribution Plant 3.151
General Plant

Account 392 - Transportation Eguitrment 10.625

Other Accounts 3.410

APPENDIX " |"
DOCKET NO. E-2, SUB 264
BEFORE THE NORTH CAROLINA UTILITIES COMHMISSION

In the Matter of
Application of Carolina Power & Light )
Company for Authority to Adjust and ) NOTICE ToO
Increase its Electric Rates and .Charges ) CUSTOMERS

On July |5, (975, Carolina Power & Light Ccmpany (CEEL)
filed an application with the North Carolina Utilities
Commission for authority to dincrease electric rates and
charges to its North Carclina retail custcoers. The
application requested approval cf approximately a 22%
increase in revenues, or a total of $84,780,000 in
additional annual revenues. Oon August 20, {975, the
Commission granted CPEL interim rate relief in the amsount of
|2% out of the overall 22% increase which it had requested.

On February 20, 1976, the Ccmmission issued its final
decision in these dockets, which allowed CPSEL tc collect a
total increase of $8|,780,000 in additional annual revenues.
The Order also approved rates designed to roll more current
fuel costs into the basic rates. The Order apgroved
residential rates which are designed to recover the cost to
CPe€L of providing electric service to its customers, to
conserve energy resources, and to promote econcnic
efficiencies. The approved residential rate schedules
reflect a more equitable and efficient rate design.

The Cconmission directed CP&L to undertake a program to
inform its customers with respect to their consumpticn of
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electricity during system peak periods. The Comrission
kelieves that an avareness of wise conservaticn measures on
the part of CPEL's customers can result in a stabilization
¢f electric rates. The Commissicn further directed CP&L to
undertake measures to control increases in costs, thereby
holding electric rates down.

Copies of the approved rate schedules may te obtained at
CP&L offices.

Issued this the 20th day of Fekruary, {976.

CAROLINA POWER & LIGHT COMPANY

DOCKET NO. E-2, SUB 275
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power and ) ORDER APFROVING
Light Ccmpany for Authority to Adjust ) ADJUSTMENT IN RATES
Tts Electric Rates and Charges } AND CHARGES PURSUARNT
Pursuant to G.S. 62-]34 (e) ) TO G.S. 62-]134 (e)

HEARD IN: The Commission Hearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Ccarolina, January |9, [976 at 2:00 P.M.

BEFORE: Chairman Marvin R. Hooten, Presiding;
Conmissioners Terney I. Deane, Jr., and J. Ward
Purrington, III

APPEARANCES:
For the Applicant:
Hilliam E. 6raham, Jr., Attorney at Law,
Carolina Power and Light Company, P.0O. Box
1551, Raleigh, North Carolina 27602

John T. Bode, Bode and Bode, P.A., P.0. Box
39|, Raleigh, North carclina 27602

For the Intervenors:

Robert P. Gruber, Assistant Attorney General,
North Carolina Department of Justice, P.0. Box
629, Raleigh, North Carolina 27602

Por: Using and Consuming Public

Por the Commission Staff:
Maurice H. Hocrne, Associate Comnpission

Attorney, One West Morgan Street, Raleigh,
North Carolina 27602
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Paul L. Lassiter, Associate Commission
Attorney, One West #Hcrgan Street, Raleigh,
North Carolina 27602

BY THE COMMISSION: On December {8, (975, Carclina Power
and Light Company ("CP&L") €£iled an Application for
authority to adjust and increase its retail electric rates
and charges based solely upon the increased cost of fuel
used in the generation of electric power pursuant to G.S.
62-134(e). CPE&L sought approval of Fuel Charge Rider KNo.
36E to increase by 0.16] cents the charge for each
kilowatthour of electricity sold as North cCarolina retail
service effective with the billing month of February, [|976.

On December 29, ]975, the Commission issued an Order
Setting Hearing And Requiring Notice.

The hearing was commenced at the scheduled time and glace.
CP&L offered the testimony of Mr. James N. Davis, Jr.,
Assistant Diractor of Rates of CP&L, testifying as to the
computation of the fuel adjustment factor, and Mr. Larry E.
Smith, Manager-Fuel of CP&L testifying as to the changes in
the cost of fuel used in the generaticn of electric power
during the month of November, {975.

The Ccmmission Staff offered the testimony of Andrew W.
Williams, Chief of the Blectric Section in the Engineering
Division of the N.C.U.C., d2tailing the Staff's review of
the evidence presented by CPEL in support of Fuel Charge
Rider No. 36E.

AMfter careful consideration and scrutiny of the evidence
and testimony offered by both Carolina Power and Light
Company and the Commission Staff, the Commissicn is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Fuel Charge Rider No. 36E, proposed by CP&L is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Carolina
Powet and Light Company's tasic rates of 0.325¢/KWH, PFuel
Charge Rider No. 36E, which adjusts CPEL's basic rates ky an
increase of 0.486 cents for each kilowatthour based solely
on the increased cost of fuel, is approved effective for
bills rendered beginning with the February, 1976 billing
month.

ISSUED BY ORDER OF THE COMMISSION.
This the 23rd day of January, |976.

NORTH CAROLINA UTILITIES CCMMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-2, SUB 278
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Carolina Power and Light )
Company for Change in Rates Based on ) ORDER DENYING
Cost of Fuel ] APPLICATION

BY THE COMMISSION: On Pebruary |9, 1976, Carolina Power
and Light Company filed an application for adjustment in
rates and charges pursuant to G.S. 62-|34(e). The
application would reduce the fuel charge addition to the
basic rates from $0.00464 per kilowatt-hour to $0.00435 per
kilowatt-hour based on generation and fuel statistics for
the month c¢f January |976. The $0.00435/KWH fuel charge was
computed using a $0.00506/KWH fossil fuel coaponent in the
basic retail rates of CPEL, and was to become effective
April |, 1976.

Oon Pebruary 20, 976, the Commission issued an Order
Setting Rates in Carolina Power and Light Comgany general
rate case, Docket No. E-2, Sub 2€4. That order, among cther
things, set the fuel cost level of the Lkasic retail rates at
$0.00860 per kilowatt-hour, including nuclear fuel, fossil
fuel, and the energy portion of purchased pcwer and
interchange power. This adjustment in the fuel component of
the tasic rates from $0.0506/KWH for fossil fuel at |973
levels to $0.00860/KWH for total fuel at |975 fuel cost
levels makes CP&EL's Application of Fektruary |9, [976 no
longer appropriate.

IT IS, THEREFORE, ORDERED that the Application of Carclina
Power and Light Company for Change in Rates Based cn Ccst of
Fuel, Docket No. E-2, Sub 278, is denied.

ISSUED BY ORDER OF THE COMMISSION.

This is the |st day of March, |976.

NORTH CARCLINA UTILITIES CGCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-2, SUB 28|
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Carolina Power and ) ORDER AFPROVING
Light Company for Authority to Adjust ) ADJUSTMENT IN RATES
Its FElectric Rates and Charges ) AND CHARGES PURSUANT

Pursuant to G.S. 62-)34(e) ) TO G.S. €62-]34(e)
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HEARD IN: The Commission Hearing Room, Ruffin Building,
One HWest Morgan Street, Raleigh, North
carolina, on March 22, 1976

BEPORE: Commissioner J. Ward Purringtomn, Presiding, and
Comnissioners Ben E. Roney and #. Lester Teal,
Jr.

APPEARANCES:

For the Applicant:

¥illianm B. Graham, Jr., Attorney at Law,
Carolina Power and Light Coampany, P.O0. Box
1551, Raleigh, North Carolina 27602

John T. Bode, Bode & Bode, P.A., P.O. Box 39i,
Raleigh, North Carolina 27602

For the Intervenors:

Jerry B. Pruitt, Associate Attorney General,
North Carolina Department of Justice, P.0. Box
629, Raleigh, North Carolina 27602

For: Using and Consuming Public

Por the Commission Staff:

Paul L. Lassiter, Associate Commission
Attorney, One West Norgan Street, Raleigh,
North Carolina 27602

BY TRE COMMISSION: On March ), |976, Carolina Power and
Light company ("CP&L") filed an Application for authority to
adjust and increase 1its retail electric rates and charges
based solely upon the increased cost of fuel used in the
generation of electric power pursuant to G.S. 62-|3H4(e).
CPEL specifically sought approval of Fuel cCharge Rider
Number 37A to adjust the charge for each kilowatt-hour by
the addition of $0.00006 to the kasic retail rate schedules
vhich were approved by the Commission in its order in Docket
No. BE-2, Sub 264.

on Harch 8, {976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and place.
CP&L offered the testimony of James M. Davis, 'Jr., Assistant
Director of Rates and Regulation of CP6L, testifying as to
the computation of the fuel adjustment factor, and Larry E.
Smith, Manager—Fuel of CPEL, testifying as to the changes in
the cost of fuel used in the generation of electric pover.

The Compission Staff offered the testimony of Andrew W.
Williams, Chief of the Rlectric Section, detailing the
Staff's reviev of the evidence presented by CPEL in support
of its application.
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After careful consideratior and scrutiny of the evidence
and testimony offered by both Carolina Power and Light
Company and the Comnission Staff, the Commission is of the
opinion, and so concludes, that the adjustment in rates, as
sho¥en on Rider Number 3724, prorosed by CP&L is correct and
appropriate.

IT 1S, THEREFORE, ORDERED That Fuel Charge Rider Number
37n which adjusts CPEL's basic retail rates by an increase
of $0.00006 for each kilowatt-hour based sclely on the
increased cost of fuel is approved effective for bills
rendered on and after april |, 1976.

ISSUED BY ORDER OF THE COMMISSION.
This the 25th day of March, [976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine H. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-2, SUB 282
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of carolina Power ) ORDER APPROVING REDUCTION
and Light Company for Change } IN RATES AND CHARGES
in Rates Based on Cost of Fuel ) PURSUANT TO G.S. 62-]34(e)

BY THE CGMMISSION: On March 25, 1976, the Commission
issned anp Order in Docket No. E-2, Sub 28|, approving Rider
No. 37A as an adjustment to the basic retail electric rates
of Carolina Power and Light Company (CP&L) in the amount of
$0.00006 per kilowatt hour based solely on increased fuel
cost pursuant to North Carolina G.S. 62-|34(e). Commission
Rule R{-36 regquires CP&EL and the other electric utilities to
immediately file for a downward adjustment to reflect any
decrease in the cost of fossil fuel telow the level existing
in the basic rates.

on March 26, |976, Carolina Power and Light Ccmpany filed
an application to reduce the fuel charge addition to the
basic rates froam $0.00006/KWHH to negative $.00202/KWH based
on generation and fuel statistics for the month of February
1976. The proposed reduction would become effective on
bills rendered on and after May |, |976.

¥#ith the application, the Company filed the affidavits of
James M. Davis, Jr., Assistant Director of Rates and
Requlation for CP&L, and Larry E. Smith, Manager—Fuel
Section of the Bulk Power Supply Department of CP§L. Mr.
Davis offered information as to the determination of the
negative 20.00202/K¥H factor. Mr. Snith reviewed CP8L's
fuel purchasing practices for the month of FPebruary (|976.
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After careful consideration and scrutiny of the affidavits
filed by Carolina Power and Light Company, the Ccmeissicn is
of the opinion, and so concludes, that the adjustment in
rates proposed by Carolina Power and Light Company 1is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previcusly
approved fuel charge adjustment of $0.00006 per kilowatt
hour, an adjustment of negative $0.00202 per kilowatt hour
as shown on Rider No. 378, is approved effective for bills
rendered on and after May {, |976.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of April, (976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Pecle, Chief Clerk

(SEAL)

DOCKET NO. E-2, SUB 285
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Applicaticn of Carolina Power and ) ORDER APPROVING
Liqht Ccmpany for Authority to Adjust ) ADJUSTMENT IN RATES
Its Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-[34 (e) ] TO G.S. 62-|34(e)

HEARD IN: The Commission Hearing Room, Ruffin Building,
One HWest Morgan Street, Raleigh, North
Carolina, May |7, |976 at 2:00 P.M.

BEFORE: Conmissioner George T. Clark, Jr., Presiding;
Comnissioners ¥. Lester Teal, Jr., Tenney X.
Dean2, Jr.

APPEARANCES:
For the Applicant:

Robert C. Howison, Jr., Joyner & Howison,
Wachovia Bank Building, Raleigh, North Carolina

John T. Bode, Bode and Bode, P.A., Post 0Qffice
Box 39|, Raleigh, North Carolina 27602

For the Intervenors:

Jerry B. Fruitt, Associate Attorney General,
North carolina Department of Justice, Post
Office Box 629, Raleigh, North Carolina 27602
Por: Using and Consuming Public
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For the Commission Staff:

Robert F. Page, Assistant Commission Attcrney,
One West Morgan Street, Raleigh, North Carclina
27602

Antoinette Ray Wike, Associate Comnission
Attorney, One West Morgan Street, Raleigh,
North carolina 27602

BY THE COMMISSION: On April 22, ]976, Carolina Power and
Light Company ("CP&L") filed an Application for authority to
adjust and increase its retail electric rates and charges
based sclely upon the increased cost of fuel wused in the
generation of electric power pursuant to G.S. 62-|34(e).
CPE6L sought approval of Fuel Charge Rider No. 37C to
decrease by 0.079 cents the charge for each kilowatthour of
electricity sold as North Carolina retail service effective
with the billing month of June, [976.

on HMay 3, 1976, the Commission issued an Order Setting
Hearing and Requiring Wotice.

The hearing was commenced at the scheduled time and place.
CP&L offered the testimony of #r. James M. Davis, Jr.,
Assistant Director of Rates cf CPEL testifying as tc the
computation of the fuel adjustment factor, and H#r. Larry E.
Smith, Manager—-Fuel of CPE¢L, testifying as to the changes in
the cost of fuel used in the generaticn of electric power
during the month of March, |976.

The Ccomission Staff offered the testimony of Andrew W.
Williams, Chief of the EBlectric Section in the Engineering
Divisicn of the VWN.C.U.C., detailing the Staff's review of
the evidence presented by CPEL in support of Puel Charge
Rider No. 37cC.

After careful consideration and scrutiny of the evidence
and testimony offered by both cCarolina Power and Llight
Company and the Commission Staff, the Commission is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Fuel Charge Rider No. 37C, proposed by CP&L is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Carclina
pPower and Light Company's tasic rates of -0.202¢/KWH, Puel
Charge Rider No. 37C, which adjusts CPEL's basic rates by a
decrease cf 0.079 cents for each kilowatthour kased solely
on the increased cost of fuel, 1is apgroved effective for
bills rendered beginning with the June, |976 billing month.
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ISSUED BY ORDER OF THE COHMMISSION.
This the 27th day of May, 1976.

NORTH CAROLINA UTILITIES COMNBISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-2, SUB 289
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power and ) ORDER APPROVING
Light Ccmpany for Authority to Adjust )} ADJUSTMENT IN RATES
Its Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-|34(e) ] TO G.S. 62-|34(e)

HEARD IN: The Commission Hearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Carolina, July |9, (976 at 2:00 P.N.

BEFORE: Comnissioner W. Lester Teal, Jr., Presiding;
Commissioners Barbara A. Siapson, W. Scott
Harvey

APPEARANCES:?

For the Applicant:

William E. Graham, Jr., Carolina Power and
Light Company, Post Office Box |55§, Raleigh,
North Carolina 27602

John T. Bode, Bode and Bode, P.A., Post Office
Box 39|, Raleigh, North Carolina 27€02

For the Intervenors:

Jerry B. Pruitt, Associate Attorney General,
North carolina Department of Justice, Post
Office Box 629, Raleigh, North Carolina 27602
Por: Using and Consuming Public

Fer the Commission Staffs:

Dwight Allen, Assistant Commission Attorney,
One West Morgan Street, Raleigh, North carolina
27602

BY THE COMMISSION: On June 25, ]976, Carolina Power and
Light Company ("CP&LY) filed an Application for authority to
adjust and increase 1its retail electric rates and charges
based solely upon the increased cost of fuel wused in the
generation of electric power pursuant to G.S. 62-}{34(e).
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CPEL sought approval of Puel Charge Rider No. 37E to
increase by 0.035 cents the charge for each kilowatthcur of
electricity sold as North Carolina retail service effective
with the billing month of August |976.

on July 6, {976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and place.
CPsL offered the testimony of Mr. James M. Davis, Jr.,
Assistant Director of Rates cf CP&L testifying as tc the
computation of the fuel adjustment factor, and Mr. Larry E.
Smith, Manager—Fuel of CP&L, testifying as to the changes in
the cost of fuel used in the generation of electric power
during the month of May, |976.

The Ccmrission Staff offered the testimony of Andrew W.
Williams, Chief of the Electric Section in the Engineering
Division of the N.C.U.C., detailing the Staff's review of
the evidence presented by CP&L in support of Fuel Charge
Rider No. 37E.

The Attorney General offered the testimcny cof Hr. Jin
Rusher, representing the Duplin County Board of
Commissioners, who testified as to the impact of Carolina
Power and Light's Fuel Charge Rider wupon the farmers of
Duplin County.

After careful consideration and scrutiny of the evidence
and testimony offered by bhoth Carolina Power and Light
Company and the Commission Staff, the Commission is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Fuel Charge Rider ©WNo. 37E, proposed by CP&L is
correct and appropriate.

IT IS, THEREFORE, ORDERED:

(1) That in 1lieu of the previously approved ad justment
for dincreased fuel costs to Carolina Power and Light
Company's basic rates of -0.0]5¢/KWH, Fuel Charge Rider No.
37E, which adjusts CP&L's basic rates by an increase of
0.020 cents for each kilowatthour based solely on the
increased cost of fuel, is approved effective for bills
rendered beginning with the August, |976 billing month, and

(2) That carolina Power and Light Company include as an
exhibit on all future applications pursuant to N.C.G.S. 62-
{34(e) and Commission Rule R|-36 a tabulation of its actual
burned fuel expense, as defined in the recommrended forrula
for rate increases based solely on the cost of fuel, and the
total revenues collected (or billed) to recover fuel expense
by the fuel cost conmponent of the basic rates and the
adjustments to the basic rates approved in G.S. 62-}3i{e)
proceedings for each month of the twelve-month period ending
with the cost month on which the new application is based.
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ISSUED BY ORDER OF THE COMMISSION.
This the 26th day of July, 1(976.

NORTH CAROLINA UTILITIES COMMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-2, SUB 296
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Carolina Power and Light Company ) ORDER
For Change in Rates Based on Cost of Fuel ) APPROVING
September, |976 ) CECREASE

BY THE CCHMMISSION: Cn October 26, 976 Carclina Power
and Light Company (CP&L) filed an application with the
Commissicn, pursuant to G.S. 62-|34(e), requesting authority
to decrease its retail electric rates and charges by 0.]03
cents for each kilowatthour sold under its filed rate
schedules cn bills rendered on and after December |, |976.

The application of the Company =sought approval of a
negative 0.074¢/KWH adjustment to the Lasic retail rate
schedules in 1lieu of the 0.029¢/KWH adjustment previously
approved by the Commission affective for the Lkilling month
of November, |976. The 0.(03¢/KWH decrease is tased solely
on the decreased cost of fu2l used in the generaticn of
electric pcwer during the mcnth of September, |976.

With the application, the Company filed the affidavit
testimonies of James M. Davis, Jr., Assistant Directcr of
Rates and Regulation for the Company, and Larry E. Smith,
Manager-Fuel for the Company. Mr. Smith's testimony
detailed the Company's fossil fuel purchasing practices
during the month of September, {976. Mr. Davis®' testimony
ccncerning the calculation of the -0.074¢/KWH factor.

After careful consideration and scrutiny of the affidavits
filed by Carolina Power and Light Ccmpany, the Ccmmission is
of the opinion, and so concludes, that the downward
adjustment in rates proposel by the Company of -0.074¢/KWH
in lieu of the previously approved 0.029¢/KWH is correct and
appropriate.

IT IS, THEREFORE, ORDERED That Carolina Power and Light
Company make an adjustment, based solely on the decreased
cost of fuels, to its North Carolina retail electric rates
of -0.074¢/KWH in lieu of the previously approved adjustment
of 0.029¢/KWH, to become effective cn tills rendered cn and
i1fter December (|, (976.

ISSUED BY ORDER OF THE COMMISSION.
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This the 5th day of November, [|976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

{(SEAL)

DOCKET NO. E-2, SOB 298
BEFORE TEE KORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of carolina Power and Light ) ORDER APPROVING
Company for Authority to Adjust Its ) ADJUSTMENT IN
Electric Rates and Charges Pursuant to ) RATES AND CHARGES
G.S. 62-]3l(e) ) PURSUANT TO
) G.S. 62-{34(e)

HEARD IN: The Conmmission Hearing Room, Ruffin Building,
One F®est Morgan Street, Raleigh, North
Carolina, December 20, |976 at 2:00 P.M.

BEFORE: H. Scott Harvey, Presiding:; Barbara A. Simpson
and #. Lester Teal, Jr., Commissioners

APPEARANCES:
For the Applicant:

William E. Graham, Jr.

Vice President and General Counsel
Carolina Power and Light Company
Post 0ffice Box 551

Raleigh, North Carolina 27602

John T. Bode

Bode and Bode, P.A.

Post Office Box 39|

Raleigh, North Carolina 27602

Por the Intervenors:

Jerry B. Fruitt

Associate Attorney General

North Carolina Deparxtment of Justice
Post Office Box 629

Raleigh, North Carolina 27602

Por: Using and Consuming Public

For the Commission Staff:

Paul L. Lassiter

Associate Commission Attorney
One West Horgan Street
Raleigh, North Carolina 27602
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BY THE COMMISSION: on November {9, |976, Carolina Power
and Llight cCompany ("CP&L"™) filed an Application for
authority to adjust and increase its retail electric rates
and charges based solely upon the increased cost of fuel
used in the generation of electric power pursuant to G. S.
62-134(e). CP&L sought approval of Fuel Charge Rider No.
373 to increase by 0.034 cents the charge for each kilowatt-
hour of electricity sold as North Carolina retail service
effective with the billing month of January, 1977.

on November 29, [976, the Ccmmission issued an Qrder
Setting Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and place.
CPE&L offered the testimeny of #¥r. David R. Nevil, Principal
Analyst - Rates of CPEL testifying as to the computation of
the fuel adjustment factor, and Nr. Larry E. Smith, Manager-
Puel of CP&L testifying as to the changes in the cost of
fuel used in the generation of electric power during the
month of October, 1976.

The cCommission Staff offered the testinony of Andrew W,
Williams, Chief of the Electric Section in the Engineering
Division of the WN.C.U.C., detailing the Staff's review of
the evidence presented by CP&L in support of Fuel Charge
Rider No. 37J.

After careful consideration and scrutiny of the evidence
and testimony offered by both Carolina Power and Light
Company and the Commission Staff, the Conomission is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Fuel charge Rider No. 37J, proposed by CP&L is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for fuel costs to Carolina Power and
Light Company's basic rates of a negative 0.074Z/KWH, Fuel
Charge Rider No. 37J, wvhich adjusts CP&L's basic rates by an
increase of 0.034 cents for each kilowatt-hour based solely
on the increased cost of fuel, is approved effective for
tills rendered beginning with the January, [977 billing
month.

ISSUED BY ORDER OF THE. COHMISSION.
This the 2{st day of December, |976.

NORTH CAROLINA UTILITIES COMHMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-7, SUB 196
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Duke Power Company for ) ORDER APFPROVING
Authority to Adjust its Electric ) ADJUSIMENT IN RATES
Rates and Charges Pursuant to ) AND CHARGES PURSUANT
G.S. 62~|34(e) }) TO G.S. €2-|34(e)

HEARD IN: The Commission HBearing Room, Ruffin Building,
One HWHest Morgan Street, Raleigh, North
Carolina, Pebruary |6, (976, at 2:00 P.NM.

BEFORE: Chairman Marvin R. Wooten, Presiding;
Commissioners W. Lester Teal, Jr., and J. Ward
Purrington

APPEARANCES:?

For the Applicant:

Steve C. Griffith, Jr., Attorney at Law, Duke
Pover Company, Post Office Box 2|78, Charlotte,
North Carolina 28242

George W. Perguson, Jr., Attorney at Law, Duke
Pover Company, Post Office Box 2|78, Charlotte,
North carolina 28242

For the Intervenors:

Jesse C. Brake, Assistant Attorney General,
North Carolina Department of Justice, Post
Office Box 629, Raleigh, North Carolina 27602
For: Using and Consuming Public

For the Commission Staff:

Antoinette R. Wike, Associate Commission
Attorney, One West Morgan Street, Raleigh,
North Carolina 27602

Theodore C. Brown, Jr., Assistant Commission
Attorney, One West Morgan Street, Raleigh,
North Carolina 27602

BY THE COMMISSION: on January 29, |[976, Duke Power
Company {("Duke") filed an Application for authority to
adjust and increase 1its retail electric rates and charges
based solely upon the increased cost of fuel used in the
generation of electric power pursuant to G.S. 62-(|34(e).
Duke sought approval to adjust the charge for each kilowatt-
hour by the addition of a negative 0.||83 cents which ig an
increase of 0.0636¢/KWNH from the nmnegative 0.18|92/K¥H
adjustment approved on January |3, [976.
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Oon February |3, (976, the Ccmmission issued an Order
Setting Hearing and Requiring Notice.

The hearing was comaenced at the scheduled time and place.
Duke offered the testimony of Mr. William R. Stimart,
Treasurer of Duke, testifying as to the computation of the
fuel adjustment factor and Mr. R. H. Hall, Jr., Assistant
Manager~Fuels Purchasing, Mill-Power Supply Conpany.
testifying as to the changes in the cost of fuel used in the
genetation of electric power during the month of December,
1975.

The Commission Staff offered the testimony of Andrew H.
Hi%liams, Chief of the Electric Section in the Engineering
Division of N.C.U.C., detailing the Staff's review of the
evidence presented by Duke in support of its application.

After careful consideration and scrutiny of the evidence
and testimcny offered by both Duke Power Company and the
Commission Staff, the Comnission is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT 1S, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Duke Power
Company's basic rates of -0.][8|9¢/KWH, an adjustment of
—0.1183 cents for each kilowatt-hour based solely on the
ipcreased cost of fuel is approved effective for bills
rendered on and after March 2, [976.

ISSUED BY ORDER OF THE COMNISSION.
This the 26th day of Pebruary, 1976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-7, SUB 200
BETORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Hatter of
Application of Duke Power Company for ) ORDER APPROVING
Authority to Adjust its Electric ) ADJUSTHENT IN RATES
Rates and Charges Pursuant to } AND CHARGES PURSUANT
G.S. 62-134(e) ) TC G.S. 62~|34(e)

FEARD IN: The Commission Hearing Rocm, Ruffin Building,
One West Horgan Street, Raleigh, North
Carolina, March 22, |$76, at 2:00 E.M.

BEFORF: Ccommissioner J. Ward Purrington, Presiding;
Commissioners W. Lester Teal, Jr., and B8en E,
Roney



138 ELECTRICITY

APPEARANCES:
For the Applicant:

Geoxrge W. Ferguson, Jr., Attorney at Lav, Duke
Power Company, Post Office Box 2|78, Charlctte,
North Carolina 28242

For the Intervenors:

Jerry B. Pruitt, Associate Attorney General,
North cCarolina Department of Justice, Post
Office Box 629, Raleigh, North carolina 27602
For: Using and Consuming Public

For the Commission Staff:

Theodore <C. Brown, Jr., Assistant Commission
Attorney, One West Morgan Street, Raleigh,
North Carolina 27602

BY THE CCHMISSION: On February 27, |976, Duke Power
company ("Duke"™) filed an Applicaticn for authority to
adjust and 1increase its retail electric rates .and charges
based solely upon the increased cost of fuel wused in the
generation of electric power pursuant to G.S. 62-|34(e).
Duke sought approval to adjust the charge for each kilowatt—
hour by the addition of a negative 0.[073 cents which is an
increase of 0.0]|0Z/RWH from the negative O0.11832/K¥WH
adjustment approved on February 26, [976.

cn March |, 1976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and glace.
Duke offered the testimony of wWilliam R. Stimart, Treasurer
of Duke, testifying as to the computation of the fuel
adjustment factor and R. H. Hall, Jr., Assistant Manager-—
Fuels Purchasing, H#ill-Power Supply Company, testifying as
to the changes in the cost of fuel used in the generaticn of
electric power during the month of January, [976.

The Commission Staff offered the testimony of Andrew W.
Williams, Chief of the Electric Section, detailing the
Staff's review of the evidence presented by Duke in support
of its application.

After careful consideration and scrutiny of the evidence
and testimony offered by both Duke Power Company and the
Comnissicn Staff, the Comnission is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Duke Powver
Coupany's bLkasic rates of ~0.]|[|83¢/KWRH, an adjustment of
—0.1073 cents for each kilowatt-hour Lkased sdélely on the



RATES 139

increased cost of fuel 1is approved effective for bills
rendered on and after April |, (S76.

ISSUED BY ORDER OF THE COMMISSION.
This the 25th day of march, ]976.

NORTH CAROLINA OTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SUB 20|
BEFORE THE NORTH CAROLINA UTILITIBS COMMISSION

In the Hatter of
Application of Duke Power Company ) CRDER APPROVING
for Authority to Adjust its ) ADJUSTHMENT IN RATES
Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-{34 {e) ) TO G.S. 62-|34(e)

HEARD IN: The Commnission Hearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Ccarolina, April 26, {976, at 2:00 P.n.

BEFORE: Conmissioner George Clark, Jr., Presiding,
Commissioner Tenney 1I. Deane, Commissioner
Barbara A. Simpson

APPEARANCES:
For the Applicant:

George W. Ferguson, Jr., Attorney at Law, Duke
Power Company, Post Office Box 2|78, Charlotte,
North Carolina 28242

FPor the Ccmmission Staff:

Theodore C. Brown, Jx., Assistant Conmmission
Attorney, Paul L. Lassiter, Associate
Commission RARttormey, One West HMorgan Street,
Raleigh, North Carolina 27602

BY THE COMMISSION: On March 25, }976, Duke Power Ccrpany
-{"Duke") filed an Application for authority to adjust and
increase its retail electric rates and charges tased solely
upon the increased cost of fuel used in the generaticn of
electric power pursuant to G.S. 62-{34(e). Duke sought
approval to adjust the charge for each kilowatt-hour by the
addition of a -~0.1036 cents which is an increase of
0.0037¢/KWH from the negative 0.[073¢2/K®R adjustaent
aprroved on March 25, |976.
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on April 5, |976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and glace.
Duke offered the testimony of Richard W. Holmes, Manager of
Accounting for Duke, testifying as to the computation of the
fuel adjustment factor and R. H. Hall, Sr., Hanager of Fuel
Purchasing for Mill Powar Supply Company, testifying as to
the changes in the cost of fuel used in the generaticn of
2lectric power during the month of Fekruary, |976.

The Commission Staff offered the testimony of Andrew W.
Williams, Chief of the Electric Section, detailing the
Staff!'s review of the evidence presented by Duke in support
of its application.

After careful consideration and scrutiny of the evidence
and testimony offered by both Duks Power Company and the
Conmission Staff, the Commission is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Duke Power
Company's tasic rates of =-0.(073¢2/KWH, an adjustment of
—0.{036 cents for each kilowatt-hour based sclely on the
increased cost of fuel 1is arproved effective for bills
rendered on and after May 3, {976.

ISSUED BY ORDER OF THE CCMMISSION.
This the 28th day of April, |976.

NORTH CARCLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SUB 203
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Hatter of
Application of Duke Power Company )} ORDER APPROYING
for Authority to Adjust its ) ADJUSTMENT IN RATES
Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-]34 (e) ) TO G.S. 62~134(e)

HEARD IN: The Commission Hearing Room, Ruffin Building,
One Hest HMorgan Street, Raleigh, Nor th
Carolina, May |7, ]976, at 2:00 P.M.

BEFORE: Comnissioner George T. Clark, Jr., Presiding,
Commissioner H. Lester Teal, Jr., Commnissicner
Tenney I. Deane, Jr.
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APPEARANCES:
For the Applicant:

George W. PFerguson, Jr., Attorney at Law, Duke
Power Company, Post Office Box 2|78, Charlotte,
North Carolina 28242

For the Intervenors:

Jerry B. Pruitt, Associate Attcrney General,
North Carolina Department of Justice, Post
Qffice Box 629, Raleigh, North Carolina 27602
For: The Using and Consuming Public

For the Commission Stafef:

Theodore €. Brown, Jr., Assistant Commission
Attorney, Paul L. Lassiter, Associate
Commission Attcrney, One T¥est Morgan Street,
Raleigh, North Carolina 27602

BY THE COMMISSION: On April 27, {976, Duke Power Ccmpany
("buke") filed an Application for authority to adjust and
increase its retail electric rates and charges tkased sclely
upon the increased cost of fual used in the generaticn of
2lectric power pursuant to G.S. 62-[34(e). Duke sought
approval to adjust th2 charge for each kilowatt-hour by the
addition of 0.0428 cents which is an increase of 0.|464¢/KRH
from the negative 0.|036¢/K¥H adjustment approved on April
28, (976.

Oon May 3, 1976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and place.
Duke offered the testimony of William R. Stimart, Treasurer
of Duke, testifying as to the computation of the fuel
adjustment factor and R. H. Hall, Jr., Assistant Manager,
Fuels Purchasing, H¥ill Power Supply Company, testifying as
to the changes in the cost of fuel used in the generatign of
electric power during the month of March, {976.

The Ccmmission Staff offered the testimony of Andrew H.
Williams, Chief of the Electric Section, detailing the
Staffts review of the evidence presented by Duke in support
of its apglications.

After careful consideration and scrutiny of the evidence
and testimony offered by both Duke Power Company and the
Ccmmission Staff, the Commission is of the opinicn, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate,

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Duke Power
Company's basic rates of -0.)036¢/KRH¥H, an adjustment of
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0.0428 cents for each kilowatt—-hour Lased solely on the
increased cost of fuel is approved effective for bills
rendered on and after June 2, |976.

ISSUED BY ORDER OF THE COMMISSICN.

This the 27th day of May, |976.

NORTH CAROLINA OTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

{SEAL)

DOCKET NO. E-7, SUB 206
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Application of Duke Power Company ) ORDER APEROVING
for Authority to adjust its Blectric ) ADJUSTMENT IN RATES

Rates and Charges Pursuant to ) AND CHARGES PURSUANT
G.Se 62-[34(e) } TO G.S. 62—]3U(e)
EEARD IN: The Commission Hearing Room, Ruffin Building,

One F¥est Morgan Street, Raleigh, North
Carolina, June 2|, {976, at 2:00 E.N.

BEFORE: Chairman Tenney I. Deane, Jr., Presiding,
Commissioners Barbhara &. Simpson, W®. Lester
Teal, Jr.

APPEARANCES:

For the Applicant:

George H. Pergusaon, Jr., Attorney at Law, Duke
Pover Company, Post Office Box 2|78, Charlotte,
North carolina 28242

For the Intervenors:

Jerry B. Fruitt, Associate Attorney General,
North Carolina Department of Justice, Post
Office Box 629, Raleigh, North Carolina 27602
For: Using and Comsuming Public

Por the Commission Staff:

Theodore C. Brown, Jr., Assistant Commission
Attorney, One West Morgan Street, Raleigh,
North Carolina 27602

BY THE COMMISSION: on May 28, |976, Duke Power Ccmpany
("Duke") filed an Application for authority to adjust and
increase 1its retail electric rates and charges lrased sclely
upon the increased cost of fuel used in the gemeraticn of
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electric power pursuant to G.S. 62-|34(e). Duke sought
approval to adjust the charge for each kilowvatt-hour by the
addition of 0.{338 cents which is an increase of 0.09|0¢/KWH
from the 0.0428¢/KWH ad justment approved oo May 27, |976.

Oon June |, 1976, the Commission issued an Order Setting
Hearing and Requiring Notice.

The hearing was commenced at the scheduled time and place.
Duke offered the testimony of Hr. W. R. Stimart, Treasurer,
testifying as to the computation of the fuel adjustment
factor and #r. R. H. Hall, Jr., Assistant Manager - Fuels
Purchasing, Mill Power Supply Company, testifying as to the
changes in the cost of fuel used 3in the generaticn of
electric power during the month of April, 1976.

The Commission Staff offered the testimony of Andrew W.
williams, Chief of ¢the Electric Section, detailing the
Staff's review of the evidence presented by Duke in support
of its application.

After careful consideration and scrutiny of the evidence
and testimcny offered by both Duke Power Company and the
Ccmmissicn Staff, the Commission is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT IS, THEREPORE, ORDERED That in lieu of the previously
approved adjustment for increased fuel costs to Duke Power
Company's tasic rates of 0.0428¢/K¥H, an adjustment of
0.1338 cents for each kilowatt-hour Lased salely on the
increased cost of fuel is approved effective for hills
rendered on and after July |, |976.

ISSUED BY ORDER OF THE COMMISSION.
This the 28th day of June, }976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SOB 207
BEFORE THE NORTH CAROLINA UTILITIES CONMISSION

In the HMatter of
Application by Duke Power Company for Authority ) ORDER
to Adjust and Decrease its Electric Rates and ) APPROVING
Charges Pursuant to G.S. 62-|34(e) ) DECREASE

BY THE COMMISSION: On June 29, |976 Buke Pover Ccmpany
(DUKE) filed an application with the Ccmmission, pursuant to
G.S. 62-]34(e), requesting authority to decrease its retail
electric rates and charges by 0.0220 cents for each
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kilowatthour so0ld wunder its filed rate schedules on bills
rendered on and after August 2, [{976.

The application of Duke sought approval of a O.[]|]|8¢#/KWH
adjustment to the basic retail rate schedules in lieu of the
0.]13382/KWH adjustment previously approved by the Commission
2ffective for the billing month of July, 1976. The
0.220¢/K¥H decrease is based solely on the decreased ccst of
fuel used in the generation of electric power during the
month of May, {976.

With the application, the Company filed the affidavit

testimonies of R. H. Hall, Jr., Assistant Manager - Fuel
Purchasing, Mill-Power sSupply Company and W. R. Stimart,
Treasurer of Duke Power Company., Mr. Hall's testimony

detailed Duke's fossil fuel purchasing practices during the
month of May, (976. Hr. Stimart's testimony concerned the
calculation of the 0.{]|8¢/KW¥H factor.

After careful consideration and scrutiny of the affidavits
filed by Duke Power Company, the Ccomission is of the
opinion, and so concludes, that the adjustment in rates
proposed by Duke of 0.]1||8¢/KWH in lieu of the previously
approved 0.|338¢/K¥H is correct and appropriate.

IT IS, THEREFORE, ORDERED That Duke Power Company make an
adjustment, based solely on the decreased cost of fuels, to
its North Carolina retail electric rates of 0.|||8¢/KWR in
lieu of the previously approved adjustment of 0.|338¢/KWH,
to beccme effective on bills rendered on and after August 2,
1976.

ISSUED BY ORDER OF THE COMMISSION.
This the 6th day of July, 1976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine H. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SUB 207
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Hatter of
Application by Duke Power Company for Authority ) ORDER
to Adjust and Decrease its Electric Rates and ) CORRECTING
Charges Pursuant to G. S. 62-{34 (e) )} ERROR

BY THE COMMISSION: In the ORDER APPROVING DECREASE,
issued in this docket on July 6, [976, there |is a
typographical error in the second sentence of the second
patagraph. The Eigure "0.220¢/KHH" appearing in this
sentence should be changed to "0.0220¢/KWH".
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IT IS, THEREFORE, ORDERED That the figure %0.220¢/KWH"
appearing in the above mentioned location shall be changed
to "0.0220¢/KHii".,

JISSUED BY ORDER OF THE COHMNISSION.
This the |4th day of July, |976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

({SEBL)

DOCKET ¥O0. E-7, SUB 208
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Duke Power Company for Authority ) ORDER
to adjust and Decrease its Electric Rates and } APPROVING
Charges Pursuant to G.S. 62-|34(e) ) DECREASE

BY THE COMMISSION: On July 26, |976 Duke Fower Ccrpany
(DUKE) filed an application with the Ccamission, pursuant to
G.S. 62-)34(e), requesting authority to decrease its retail
electric rates and charges by 0.1620 cents for each
kilowatthour sold under its filed rate schedules cn bills
rendered on and after September [, |976.

The application of Duke sought approval of a -0.0502¢/K&H
adjustment to the basic retail rate schedules in lieu of the
0.]118¢2/KWH adjustment previously approved by the Commission
effective for the billing month of Augqust, |976. The
0.|620¢/KWH decrease 1is based solely on the decreased cost
of fuel used in the generation of electric power during the
mcnth of June, |976.

With the applicatior, the Company filed the affidavit
testimonies of R. H. Hall, Jr., Assistant H#anager =~ Fuel
Purchasing, #ill-Power Supply Company and W. R. Stimart,
Treasurer of Duke Power <Company. Mr. Hall's testimony
detailed Duke's fossil fuel purchasing practices during the
month of June, {976. Mr. Stimart's testimony concerned the
calculation of the -0.0502¢/KWH factor.

After careful consideration and scrutiny of the affidavits
filed by Duke Power Company, the Ccmmission is of the
opinion, and so concludes, that the adjustment in rates
proposed by Duke of -0.0502¢/K¥K in lieu of the previcusly
approved 0.]{|8¢/KWH is correct and appropriate.

IT IS, THEREFORE, ORDERED:
[a That Duke Power Company make an adjustment, tased

solely on the decreased cost of fuels, to its North Carclina
retail electric rates of -0.0502¢/KWH in lieu of the
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previously approved adjustment of 0.1|{82/KWH, to become
effective on bills rendered on and after September |, |976.

2. That Duke Power Company include as an exhibit cn all
future aprlications pursuant to N.C.G.S. 62-t34(e) and
Commission Rule R|-36 a tabulation of its actual burned fuel
expense, as defined in the reccmmended formula for rate
increases based solely on the cost of fuel, and the total
revenues collected (or billed) to recover fuel -expense by
the fuel cost component of the basic rates and the
adjustments to the basic rates approved in G.S. 62-|34d(e)
proceedings for each month of the twelve month period ending
with the cost month on which the new application is based.

ISSUED BY ORDER OF THE COMMISSION.
This the 3rd day of August, ]976.

NORTH CARCLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCRET NO. E-7, SUB 2|0
BEFORE THE NORTH CAROLINR UTILITIES COMMISSION

In the Matter of
Application of Duke Power Company for ) ORDER APEROVING
Ruthority to Adjust its Electric ) ADJUSTMENT IN RATES
Rates and Charges Pursuant to ) AND CHARGES PURSUANT
G.S. 62-|34(e) ) TO G.S. 62-{34(e)

HEARD IN: The Commission Hearing Room, Ruffin Building,
One HWest Morgan Street, Raleigh, North
Carolina, September 20, {3976, at 2:G60 P.H.

BEFORE: J. HWard Purrington, Presiding; Ccmmissioners
Barbara A. Simpson, Ben E. Roney

APPEARANCES:

For the applicant:
Georye W. Ferguson, Jr., Attorney At Law, Duke
Power Company, Post Office Box 2|78, Charlotte,
North Carolina 28242

For the Commission Staff:
Theodore €. Brown, Jr., Assistant Commission
Attorney, One West Morgan Street, Raleigh,
North Carolina 27602

BY THE COMMISSION: On August 26, [976, Duke Power Company
("Duke") filed an Applicatién for authority to adjust and
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increase its retail electric ratess and charges tased solely
upon the increased cost of fuel used in the generaticn of
electric Fpower pursuant to G.S. 62-]34(e). Duke scught
approval to adjust the charge for each kilowatt-—hour by the
addition of 0.0928 cents which is an increase cf 0.430¢/KWH
from the negative 0.0502¢/KWH adjustment approved om Auqust
3, 1976.

On August 3|, [|976, the Commission issued an order Setting
Hearing and Requiring Notice.

The hearing was cormenc2d at the scheduled time and place.
Duke offered the testimony of William R. Stimart, Treasurer,
testifying as to the computation of the fuel adjustment
factor and #W. T. Robertson, Jr., Vice President, Fuel
Purchases of Mill-Power Supply Ccmpany, testifying as tc the
changes in the cost of fuel used in the generaticn of
electric power during the month of July, |976.

The Conmmission Staff offered the testimony of Andrew W.
williams, Chief of the Electric Section, detailing the
Staff's reviev of the evidence presented by Duke in support
of its application.

After careful consideration and scrutiny of the evidence
and testimony off2red by both Duke Power Company and the
Ccmmissicn Staff, the Commissicn is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT IS, THEREPORE, ORDERED That in lieu of the previously
approved adjustment for decreased fuel costs tc Duke Pover
Company's basic rates of a negative 0.0502¢/KWH, an
adjustment of 0.0928 cents for each kilovatt-hour based
£0lely on the increased cost of fuel is approved effective
for bills rend=red on and after October |, [976.

ISSUED BY ORDER OF THE COMMISSION.
This the 28th day of September |976.

NORTH CARCLINA UTILITIES CCMMISSICN
Katherine 4. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-7, SUB 2|2
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Duke Pover Ccmpany for Authority ) ORDER
to Adjust and Decrease its Electric Rates and ) APPROVING
Charges Pursuant to G.S. 62-]13u4(e) ) DECREASE

BY THE CCMMISSION: Oon Seaptember 29, |976 Duke Power
Company (PURE) filed an application with the cConmmission,
pursuant to G.S. 62-|34(e), requesting authority to decrease
its retail electric rates and charges ty 0.]1564 cents for
each kilowatthour sold under its filed rate schedules on
bills rendered on and after November |, }976.

The application of Duke sought approval of a negative
0.06362/KWE adjustment to the basic retail rate sckedules in
lieu of the 0.0928¢/KWH adjustment previously approved by
the Commission effective for the billing month of October,
1976. The 0.]5642/KWH decrease is based solely on the
decreased cost of fuel used in the generation of electric
power during the month of August }976.

With the application, the Company £filed tke affidavit
testimonies of R. H. Hall, Jr., Assistant Manager - Fuel
Purchasing, Mill-Power Supply Company and W. R. Stimart,
Treasurer of Duke Powver Company. Mr. Hall's testimony
detailed Duke's fossil fuel purchasing practices during the
month of Augqust, [976. HMr. Stimart!s testimony concerned
the calculation of the -0.0636¢/KWH factor.

After careful consideration and scrutiny of the affidavits
filed by Duke: Power Ccmpany, the Commission is of the
opinion, and so conclud2s, that the adjustment in rates
proposed by Duke of -0.0636¢/KWH in lien of the previously
approved 0.0928¢/KWH is correct and appropriate.

IT IS, THEREFORE, ORDERED That Duke Power Company make an
adjustwent, based solely on the decreased cost of fuels, to
its ©North carolina retail electric rates of ~0.0636¢2/KWH in
lieu of the previously approved adjustment of 0.0928¢/K¥H,
to becore effective on bills rendered on and after November
ls 19764

ISSUED BY ORDER OF THE COMMISSION.
This the [|th day of October, 1976.

NORTH CAROLINA UTILITIES CCHMISSICN
Katherine 4. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-7, SUB 2|5
BEFORE THE NORTH CAROLINA UTILLTIES CCMMISSIGRK

In the Matter of
Application of Duke Power Company for ) ORDER APPROVING
Authority to Adjust its Electric ) ADJUSTIMERT IN RATES
ates and Charges Pursuant to ) AMD CHARGES PURSUANT
G. S. 62-134(e) ) TO G. S. 62-|3u(e)"’

HEARD IN: The Commission Hearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Carolina, December 20, |976, at 2:0C P.M.

BEFORE: W. Scott Harvey, Presiding; Barbara A. Simpson
and W. Lester Teal, Jr., Coammissicners

APPEARANCES:
For the Applicant:

George W. Ferguson, Jr.

Attorney at Law

Duke Power Conmpany

Post Office Box 2|78

Charlotte, ¥orth Carolina 28242

For the Intervenors:

Jerry B. Fruitt

Associate Attorney General

North carolina Department of Justice
Post Office Box 629

Raleigh;, North carolina 27602

For: Using and Consuming Public

FPor the Commission Staff:

Theodorée C. Brown, Jr.
Assistant Commission Attorney
One West Morgan Street
Raleigh, North Carolina 27602

BY THE COMMISSION: on Noveamber 26, {976, Duke Power
Company ("Duke®) filed an application for authority to
adjust and 1increase its retail electric rates and charges
based solely upon the increased cost of fuel used in the
deneration of electric power pursuant to G. S. 62-|34(e).
Duke sought approval to adjust the charge for each kilowatt-
hour by thé addition 6f .0356 cents which is an increase of
-1 1632/K¥H from the negative .08C7#/KWH adjustment approved
on Novemker 5; ]976.

on November 29, {976, th2 Commission issued an Order
Setting Hearing and Requiring Notices
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The hearing was commenced at the scheduled time and Elace.
Duke offered the testimony of W®.R. Stimart, Ccntrecller,
testifying as to the conmputation of the fuel adjustment
factor and R. H. Hall, Jr., Manager - Fuel Purchases of Nill
Power Supply, during the month of October, [977.

The Ccopission Staff offered the testimony of Andrew W.
Wwilliams, Chief of the Electric sSection, detailing the
Staff's review of the evidence presented Ly Duke in support
of its application.

After careful consideration and scrutiny of the evidence
and testimony offered by both Duke Power Company and the
Commission Staff, the Commission is of the opinion, and so
concludes, that the adjustment in rates proposed by Duke is
correct and appropriate.

IT IS, THEREPORE, ORDERED That in lieu of the previously
approved adjustmwent for increased fuel costs to Duke Power
Conmpany's basic rates of a negative 0.C807¢/KWH, . an
adjustment of .0356 «cents for each kilowatt-hour bhased
solely on the increased cost of fuel is approved effective
for bills rendered on and after January {, (977.

ISSUED BY ORDER OF THE CONMMISSION.
This the 2|st day of December, |976.

NORTH CAROLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-34, SUB ]O
BEFORE THE NORTH CAROLINA UTILITIES COMMISSICN

In the Matter of
Application of Wew River Light and Power )} ORDER APPROVING
Company for Authority to Adjust its Rates ) INCREASES IN
and Charges ) RATES

HEARD IN: The Hearing Room of the Commission, Ruffin
Building, One ¥Wast MNorgan Street, Raleigh,
North Carolina, on Tuesday, February 17, (976

BEFORE: Chairman Marvin R. Wooten, Presiding; and
Commissioners George T. Clark, dJr.,*' and W.
Lester Teal, Jr.
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APPEARANCES:
Por the Applicant:

John H. Bingham, Bingham and Deal, Attcrneys
and Counsellors at Law, Post Office Box 375,
Boone, North Carolina 28607

FPor the Ccmmission Staff:

Wilson B. Partin, Jr., Assistant Ccmmission
Attorney, North Carclina Utilities Commission,
Ruffin Building, Raleigh, North Carclina 27602

No Protestants.

BY THE CCHMMISSION: On , September 29, 975, New River
Light and Power Company, a subsidiary of Appalachian State
University, Boone, North Carolina, filed an Apglication with
the Ccomission for authority to increase its retail electric
rates to 1its customers in the Boone area. The proposed
increase would take the form of am across-the-board charge
of 3.5% on the Company's retail rate schedules. The
proposed increase would produce approximately $69,004 in
additional revenues.

The Commission, being of the opinion that the proposed
increase in New River's ratas would affect <the public
interest, 1issued an Order on October 20, |975, suspending
the proposed increase, declaring the matter a general rate
proceeding, and setting the Application for hearing on
Tuesday, Pebruary |7, [976. The test year for the
proceeding was the |2 months anding December 3|, |974. The
Applicant New River was required to give notice to the
customers of the Company and to ‘the public.

The matter came on for hearing as scheduled on Fetruary
17, 1976. The Company presented the testimony of Ned R.
Trivette, Vice-Chancellor for Business Affairs, Appalachian
State University; J. Carroll Brookshire, Director of Audits
and Systems, Appalachian State University; Donald R. Austin,
Administrative Officer, New Rivar Light and Power Cowmpany;
Grant Ayers, Director of UOtility Services, Appalachian State
University; and Ray D. Cohn, Vice-President of Southeastern
Consulting Engineers, Inc. The Conmission Staff presented
the testimony of Dale A. Beaver, Staff Accountant, and J.
Reed Bumgarner, Distribution Engineer. There were no
protestants or intervenors in this proceeding.

Based on the evidence and testimony presented at the
hearing and the official file in this docket, the Ccmpission
makes the following

FINDINGS OF FACT

(1) Nevw River Light and Power Company, a subsidiary of
Appalachian State University, Boone, North Carclina, engages
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in the distribution and sale of electricity to its custamers
in the Boone, North Carolina, area, and is subject to the
jurisdiction of the North Carolina UOtilities Ccmmission with
respect to the rates charged and the services rendered to
its retail customers of electricity.

(2) The test period for purposes of this proceeding is
the |2 months ended December 3|, |974.

(3) The reasonable original cost of New River's gplant
used and useful in providing retail electric service is
$2,941,50]; the reasonable accunulated provision for
depreciation is $584,70); and the reasonable original cost
less depreciation is $2,356,800.

(4) The reasonable replacement cost of New River's rlant
used and useful in providing retail electric service is
$2,802,742.

(S) The fair value of Nev River's electric plant used and
useful in providing retail alectric service should be
derived from giving two-thirds (2/3) weighting to the
original cost of New River's depreciated electric plant in
service and one-third (|/3) veighting to the replacenent
cost of New Rivert's electric plant. By this method, using
the depreciated original cost of $2,356,800 and a
depreciated replacement cost of $2,802,742, the Comnission
finds that the fair value of said electric plant devoted to
retail service is $2,505,447. The resulting fair value
increment is ${48,6u47.

(6) The reasonable allowance for working capital is
$149,983.

(7) New River has accumulated capital credits in the
amount of $838,542 with Blue Ridge Electric Membership
Ccorporation.

{8) The fair value of New River's plant in service used
and useful in providing retail electric service at the end
of the test year of $2,505,447 and a reasonakle allowance
for working capital of $[49,983 and capital credits of
$838,542 yields the reasonable fair value of New River's
property in service of $3,493,972.

{9) VNew River's gross revenues for the test year after
accounting and pro forma adjustments under the present rates
are $2,256,050 and, under the Company's proposed rates,
would have been $2,325,054 before amnualization to year-end
revenues.

(10) The 1level of test year operating exgenses after
accounting and pro forma adjustments including 3interest on
customer deposits is $!,974,055, which includes an amount of
$88,469 for actual investment currently consumed through
reasonable actual depreciation adjusted to year—end level
before annualization.
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(1) An annualization factor of |.85% is the proper factor
to use for the purpose of bringing net operating incone
{$28]1,995 under present rates; $350,999 under progosed
rates) up to an end-of-period level.

{12) The capital structure of New River at December 3|,
1974, is as follows:

Long-term debt 5.65%
Common equity _893.35%
Total 100.00%

(13) The Company's original cost equity ratio is 94.35%
and its fair value equity ratio is 94.59%.

{18) The proper embedded cost rate for long-term debt is
5.50% and the fair rate of return which should be applied to
the Company's fair value egquity, including both the book
equity and the fair value increment, is |0.46%. This yields
a rate of return on the Company's fair value investment of
10.20%, which is reasonable and fair.

{15) New River must be allowed an increase in annual local
service revenues of $69,004, in order for it tc have- the
cpportunity through prudent and efficient management to earn
the ]0.20% rate of return on the fair value of its property
in service. This increased ravenue requirement is based
upon the fair value of the property, reasonable test year
operating expenses, and revenues as previously determined.

({6) New River sold utility property during the test year
at a lcss of 3$2,514.53 which was charged to Account #(86,
Miscellaneous Deferred Debits. This loss is to be amortized
to Account #4|4, Gains (Losses) from Disposition of Utility
Property at the rate of [0.52% per year beginning with the
test year.

{(17) WNew River nmade adjustments to inventory during the
calendar year |972 which resulted in miscellaneous deferred
credits of $3),2|8.33 which should be written off as
fcllows:

253 Hiscellaneous Deferred Credits $31.,218.33
439 Adjustments to Retained Earnings $31,218.33

(18) sSince New River has a larger propcrtion of transient
customers than other utilities in the State, the Ccmpany
should be allowed an exception to the Commission's recent
Rules on customer disconnection. The plan proposed by the
Company is fair and reasonable: All customers who establish
their credit by payment of a deposit shall be subject to a
6|-day disconnect schedule.
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EVIDENCE AND CONCLOSIONS FOR PINDING OF FACT NO. |

This finding is jurisdictional and is bLased on the
Company's Application and the records of the Ccommission.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACI NO. 2

The use of the test ya2ar |974 vas sufficient and adeguate
to reflect the proper operating conditions of the Company.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3

The Coumoission finds and concludes that the Company's
figure of $2,944,50| as the original cost of the Conpany's
alectric plant is reasonable. The staff accepted the
Coapany's accumulated provision for depreciation of $576,)1(1
and added to it an end-of-period adjustment of $8,590. The
resulting accumulated depreciation of $584,70) is
reasonable.

EVIDENCE AND CONCLUSIONS FOR FPINDING OF FACT NO. U4

The Company's evidence on depreciated replacement cost of
$2,802,742 was uncontradicted. The Company's original cost
fiqures were trended to depreciated replacement value by the
use of the generally accepted Handy-Whitman Index of Public
Otility Construction Cost. The Commission finds and
concludes that the reasonable depreciated replacement cost
of New River's plant in sarvice is $2,802,742.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. S

Ge S. €2-133 requires th2 Conrission to find the fair
value of the Company*®s property used and useful in providing
2lectric service, considering the depreciated original cost
and the depreciated replacement cost. Replacement cost may
be determined by trending original cost to its current cost
levels. The Company used this method. The Commission is
not regquired, hovever, to accept replacement cost as fair
value. Replacement cost reprasents a krick-by-brick
replacement cost of the Coanpany's plant, including plant
that is obsolete and inefficient. Replacement cost gives no
consideration to the cost of a modern replacement plant and
the efficiencies of operation that might be obtained
therefrom. The Commission £finds and concludes that, in
determining fair value, the replacement cost of $2,802,742
should be given a one-third (|/3) vweighting and the original
cost of $2,356,800 a two-thirds (2/3) weighting. The
commission finds and concludes that the resulting fair value
plant of $2,505,447 is the fair value of New River's plant
used and useful in providing retail service to its
custonrers.
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BEVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6

Staff Witness Beaver testified that the working carpital
allowance, computed by the formula method and including [974
capital credits {$60,237) as an addition, should be
3210,220. The cComnission finds and concludes that tke
formula method of computing the working capital allowance is
proper. The Commission is of the opinion that capital
credits do not represent a current asset and, therefore, are
not properly included in the working capital allowvance.
Accordingly, the Comnission adopts a working cagital
allowance of $(49,983.

EVIDENCE AND CONCLUSTONS FOR FINDING GF FACT NO. 7

Staff .Hitness Beaver testified that capital credits
represent amounts paid Blue Ridge Electric Membership
Corporation by Nev River Light and Power Company in excess
of operating costs and expenses incurred by Blue Ridge in
providing purchased power to New River. Hr. Beaver further
testified that New River's investzents in Blue Ridge, in the
form of capital <credits, are essential to the Ccmgany's
utility operations and that the Company should be allowed an
opportunity to earn a fair rate of return on these
investments., The Company aqgrees with the preceding basic
assumpticns concerning capital credits paid by New River to
Blue Ridge. The Commission finrds and concludes that
accunulated capital credits of $838,542, representing New
River's investments in Blue Ridge, are properly includable
in the Ccmpany's original cost net investment and fair value
rate tkase.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8

The Ccnpission finds and concludes that the fair value of
New River's property used and useful in providing electric
retail service is $3,493,972. This figure is arrived at by
adding the fair value plant of $2,505,447, the working
capital allowance of $|49,983, and the accumulated capital
credits of $838,542.

EVIDENCE AND CONCLUSIONS FOR PINDING OF FACT NO. 9

G. S. 62-133 (b) (2) reguires the Ccmmission, in fixing
rates, to deterrmine New River's revenues under the present
and the proposed rates. Staff and Company witnesses agreed
that the Ccmpany's operating revenues for the test year vere
$2,256,050. The Commission finds and concludes that
32,256,050 is the Ccompany's revenues under the present
rates. The Ccmpany proposed to increase its revenues by
$69,004. Consequently, the revenues under the Company's
proposed rates would be $2,325,0%4.

BEVIDENCE ANP CONCLUSIONS FOR FINDING OF FACT NO. |0

The Company testified that its test year operating
axpenses were $2,034,392 (New River Application, Exhibit #,
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Sheet | of 2). Staff Witness Beaver increased these
expenses by $6,953 to reflect depreciation expense based on
end-of-period plant in service. Hr. Beaver then decreased
these expenses by deducting (a) $60,237 to exclude (974
capital credits as a cost of purchased power and (b) $£7,053
to exclude interest on 1long-term debt as an operating
expense. The Comsission €inds and concludes that the
Company's reasonable operating expenses for the test year
were $|,974,055.

EVIDENCE AND CONCLUSIONS FQR FINDING OF FACT NO. |]

Staff witness Beaver reccmzended an annualizaticen factor
of .0185 to present the Company's aoperating results on an
end-of~period level. This annualization factor was obtained
by dividing the increas: in end-of-period electrical
services by the average number of services for the test
year. There being no evidence to the contrary, the
Conmission finds and concludes that the annualization factor
of .0|85, as thus calculated, is proper.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF EACT:
NOS. ]2 THROUGH |5

As the record reveals no basic differences betueen Ccmpany
and Commission Staff concerning the dollar amounts of debt
and equity capital in the capital structure, the Commission
herein’adopts the following capitalization:

NEW RIVER LIGHT AND PCWER COMPANY
Twelve M¥onths Bnded December 3|, |974

Ratio Embedded Cost

Capitalization Amount % %
Long-term debt $ (40,000 5.65 5.50
Common egquity 2,336,349 94. 35 -

$2,476,349 100.00

The embedded cost rate that the Comeission concludes is
just and reasonable for long-term debt is that testified to
by Staff Witness Beaver.

Pursuant to the requirements of G.S5. 62-|33, the
Commission finds and coancludes that a rate c¢f return of
10.46% on fair value equity, including both book equity and
the fair value increment, is fair and reasonable. This
amount will yieXd the dollars requested by the Company in
its Application. -

The Cowmmission concludes that the rates herein allowed
should be sufficient to enable the Company to attract
sufficient debt capital from the market to discharge its
obligations and to achieve and maintain a high level of
service to the public. The Ccmmission cannot, of course,
quarantee that the Company will, in fact, earn the rates of
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return herein allowed, but the Commission concludes that the
Company will be able to reach that level of returns through

2fficient management.

The following charts summarize the gross revenues and the
rates of return which the Company should be able to achieve
based upon the increases approved herein. Such charts
incorporate the findings, adjustments and conclusions
heretofore and herein made by the Commission.
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New River Light and Power Company

STATEMENT

Twelve Months Ended Decemker 3|,

Operating Revenues
Net Operating Revenues

Operating Expenses
Purchased Power
Operating and maintenance
Depreciation
¥iscellaneous
Total Operating Expenses
Net Operating Revenues
Add: Annualization
Adjustment - [.85%
Net Operating Income for
Return

original Cost Net Investment

Electric Plant in Service
Less: Accunulated
Depreciation

Net Electric Plant

Allowance For Working Capital
Materials and Supplies

Cash Allovance

Less: Customer Deposits

Total Working cCapital
Allowance

Accrued Capital Credits
Investnent - Blus Ridge

Electric Membership
Corporation

Total Criginal Cost Net
Investnent

Fair Valune Rate Base

Return on Fair Value Rate Base

OF RETURN
1974

Present Proposed Requested
Rates Increase Rates _
$2,256,050 $ 69,004 $2,325,054
1,629,048 1,629,048
253,033 253,033
88,469 88,469
3,505 3,505
1,974,055 1,974,055
281,985 659,004 350,999
5,212 522)7
5 287,212 % 69,004 $§ 356,2(6
$2,941,50] $2,941,50]
584,701 584,704
2,356,800 2,356,800
155,780 (55,780
32,913 32,913
38,7¢0 38,710
149,983 149,983
___B38,542 838,542
$3,345,325 $3,345,325
$3,u93,972 3,493,972

8.22% {0.20%
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New River Light and Power Company
RETURN ON FAIR VALUE COMMCN EQUITY
Twelve Months Ended December 3|, |974

Net
Enbedded Cost Operating
Fair Value Ratio or Return on Income for
Rate Base % Equity - % Return
Capitalization Present Rates - Fair Value Rate_ Base
Long-term debt $ 189,011 5.4 5.50 $ 10,396
FPair Value
L/
Common Equity _3,304,96] 94.59 8.38 _276,816
$3,493,972 100.00 - $287,2|12
—___Approved Rates - Fair Value Rate Base
Long-term debt $ 189,0[| Se% | 5.50 $ 10,396
Paicr Value
L/
Common Equity _3,304,96] 94.59 [0.46 345,820
$3,493,972 (00.00 - $356,2(6

1/ Bock Common Equity $3,156,3t4
Fair Value Increment ___| 48,647
53,304,561

EVIDENCE AND CONCLUSIONS FOR PINLCING OF PACT NO. |6

The Ccmamission finds and ccncludes that New River's
treatment of the loss on disposition of wutility property
sold during the test year 1is in accordance with the
treatment prescribed by the Uniform System of Acccunts for
Class A and B EBlectric Utilities as adopted by this
Conmission. Accordingly, the Ccwmmission approves such
accounting treatment,

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. {7

The Ccpmission finds and concludes that it is proper that
New River write off wmiscellaneous deferred credits of
$31,218.33 resunlting from inventory adjustments made during
the calendar year [972 as follows:

253 Miscellaneous Deferred Credits $31,2{8.33
439 Adjustments to Retained Barnings $31,2|8.33
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EVIDENCE AND CONCLUSIOKS FOR FINDING OF FACT NO. |8

The Staff and the Company offered testimcocny on the
problems posed by the Company's large number of transient
customers, most of whom are university students. The
conmission finds and concludes that the proposal of Company
Witness Awstin is fair and reasonakle andé should alleviate
the problems resulting from those customers who fail to pay
their bills, Nr. Austin's proposal is that all customers
vho are required to establish credit by payment cf a deposit
shall be subject to a 6l-day disconpect schedule. This
proposal is a reasonable excegption to the Comnission's
customer disconnection rules. The Company will be required
to sukmit a revised disconnect schedule embodying the 6l-day
proposal. The Company will also be asked ¢to submit a
proposed Notice to its customers setting forth the 6|-day
disconnect schedule.

IT IS, THEREPORE, ORDERED:

(1) That New River Light and Power Company be, and the
same is hereby, authorized to increase its rates and charges
by an across-the-board increase of 3.5% or its tasic retail
rates and charges, such increase to be designed to produce
additional annual revenues not to exceed 369,004, effective
immediately.

{2) That New River shall file with the Ccnmission a
revised disconnect procedure whereby those custcmers vwho
estaklish their credit by payment of a deposit shall he
subject to a 6|-day disconnect schedule. The Company shall
also submit for Commission approval a proposed Notice to its
customers of the 6[|~-day disccnnect schedule for those
customers who establish credit by deposit.

{3) That the Notice attached to this Order as appendix A
be mailed to all customers of New River in the next bill.

ISSUED BY ORDER OF THE COMBISSION.
This the #th day of March, |976.

NORTH CAROLINA UTILITIES CCHMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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APPENDIX A
DOCKET NO. E-34, SUB {(C

BEFORE THE NORTH CABOLINA UTILITIES COMMISSION

In the Matter of
Application of New River Light )
and Power Company for ) NOTICE TO
Authority to Adjust its Rates ) CUSTOMERS
and Charges )

Upon the aApplication of New River Light and Power Ccrzpany
in Docket No. E-34, Sub |0, the ©North Carolina Utilities
Conmissicn has approved a rata increase of 3.5% cn the
Company's rates and chargss to its customers. This increase
is effective March 4, [|976.

The Ccmmission has also approved a revision in the
Ccmpany's custoner disconnect procedure: Those custcmers
who are required to establish their credit by payment of a
deposit shall be subject to a 6|-day customer disccnnect
schedule. The Conmmission has ordered the Company to subnmnit
a proposed 6|-day disconnection schedule, Upon approval of
this schedule by the Ccmmnission, the Company will be
required to furnish Notice tc all of its customers of the
revised 6|-day disconnect schedule.

Issued this the 4th day of March, |976.
New River Light and Power Ccmpany
DOCKET NO. E-22, SUB [70
DOCKET NO. E—-22, SUB |65
DOCKET NO. E-22, SUB |6]|
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Virginia Electric and Power ) ORDER
Ccmpany for Authority to Adjust and Increase ) CLOSING
Its Electric Rates and Charges ) DOCKET

BY THE COMMISSION: Upon consideration of the reccrd in
these dockets, and the Order of Novemker 20, }975, granting
Intervenor, Abbott Laboratories, an enlargement of time to
file appeal in this docket up to and including December |5,
1975, and upon further consideration that no agpeal has been
filed within the time set forth in the Order of November 20,
1975, the Commission is of the opinion that an oOrder should
issue closing the above-captioned dockets.

IT IS, THEREPORE, ORDERED that the ahove-captioned dockets
be, and the same hereby are, closed.
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ISSUED BY ORDER OF THE COMMISSION.
This the Sth day of Jamuary, |S$76.

NORTH CARCLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22, SUB ]86
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Yatter of
Application by virginia Electric and Power ) ORDER
Company for Authority to Adjust Its Blectric ) APPROVING
Rates and Charges Pursuant to G.S. 62-|34{e) ) DECREASE

BY THAE COMNMISSION: on Deceaber 30, [975, virginia
Electric and Power Company (VEPCO) filed an Application with
the Conmission, pursuant to G.S. 62-|34(e), requesting
authority to decrease its retail electric rates and charges
by 0.|45 cents for each kilowatthour sold under its filed
rate schedule beginning with the billing month of February
1976.

The Application of VEPCO sought approval of a negative
0.028¢/K¥WH adjustment to the basic retail rate schedules in
lieu of the 0.||7¢/KWH adjustment previously approved- by the
Commission effective for the billing month of January [976.
The 0.028¢/KWH decrease, as shown on Fuel Charge Rider-G, is
based solely on the decreased cost of fuel used in the
generation of electric power during the month of Novesmber
1975.

With the application the Company filed the affidavits of
B. D. Johnson, Executive Manager—Accounting and Control, R.
N. Pricke, Manager of Fossil Fuel Services, and D. R.
Hostetler, Manager of Nuclear Puel Services. Hr. Jchnson
of fered information as to the determination of the
-0.028¢/KWH factor. Mr. Pricke reviewed VEPCO's fuel
purchasing practices for the month of November (975. Hr.
Hostetler discussed the factors influencing nuclear fuel
costs.

After careful consideration and scrutiny of the affidavits
filed by Virginia Electric and Power Company, the Compission
is of the opinion, and so concludes, that the adjustment in
rates proposed by virginia Electric and Power Company is
correct and appropriate.

IT IS, THRREFORE, ORDERED That Fuel Charge Rider-G,
decreasing by 0.028¢ the charge for each kilowatt—hour sold
under Virginia Electric and Power Conpany's filed rate
schedules, is approved to go into effect beginning with the
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billing month of Pebruary |976, in lieu of the previously
approved adjustment of 0.]|7¢/KHH.

ISSUED BY ORDER OF THE COMMISSION.
This the {3th day of Janmary, [976.

NORTH CAROLINA UTILITIES COMNMISSICN
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET HO. E-22, SUB |89
BEFORE THE N¥ORTH CABROLINA UTILITIES COMMISSION

In the Hatter of
Application of virginia Electric and ) OBRDER APEROVING
Power Coumpany for Authority to ) ADJUSTHMENT IN RATES
Adjust its Electric Rates and ) AND CHARGES PURSUANT
Charges Pursuant to G.S. 62-|34({e) } TO G.S. 62-|34(e)

HEARD IN: The Commission Rearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Ccarolina, Pebruary 23, ]976

BEFORE: Commissioner George T. Clark, Jr., Presiding;
Commissioners Ben E. Roney, and W. Lester Teal,
Jr.

AEPEARANCES:

Por the Applicant:

Allen C. Barringer, Hunton, Williams, Gay and
Gibson, P.0. Box |535, Richmond, Vvirginia 23212

William G. Ross, Jr., Broughton, Broughton,
NcConnell & Boxley, P.O. Box 2387, Raleigh,
North Carolina 27602

For the Intervenors:

Jesse C. Brake, Associate Attorney General,
North Carolina Department of Justice, P.0. Box
629, Baleigh, North Caroclina 27602

For: Using and Consuming Public

For the Commission stafE:
Maurice W¥. Horne, Deputy Commissiocn Attormney,

One Hest Morgan Street, Raleigh, North Carclina
27602
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Paul L. Lassiter, Associate Commission
Attorney, One West Norgan Street, Raleigh,
North Carolina 27602

BY THE CCMMISSION: On January 29, [976, Virginia Electric
and Power Company (hereinafter referred to as "VEPCO") filed
an application " for authority to adjust and increase its
retail electric rates and charges based solely upon the
increased cost of fuel used in the generation of electric
pover pursuant to G.S. 62-|34(2). VEPCO requested approval
of Puel Charge Rider-fH, which would adjust the charge for
each kilowatt-hour by the addition of 0.267 cents which is
an increase of 0.295¢/KWH from the negative 0.028¢/KRH
adjustment contained in Fuel Ckarge Rider-G apgroved on
January [3, {976.

Oon PFebruary 3, (976, the Copmission issued an Order
setting hearing on the application and requiring public
notice.

The hearing was commenced c¢n February 23, [976 in the
Connission Hearing Room. VEPCO offered the testimony of B.
D. Johnson, Executive Manager - Accounting and Control of
VEPCO, testifying as to the computation of the fossil fuel
adjustment factor and R. N. PFricke, Manager of Fossil Fuel
Services of VEPCO, testifying as to the changes in the cost
of fuel used in the generation of electric power.

The Ccomrission Staff offered the testimony of Andrew H.
®Williams, Chief of the Electric Section in the Engineering
Division of the N.C.U.C., testifying on the Staff's review
of the evidence presented by VEPCO in support of Fuel Charge
Rider-H.

after careful consideration and scrutiny of the evidence
and testimony offered by both Virginia Electric and Power
Company and the Commission Staff, the Conmmission is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Puel Charge Rid=sr-~H, proposed ry VEPCO is correct
and appropriate.

IT IS, THEREFORE, ORDERED That, in lieu of the previously
approved adjustment for 1increzased fuel costs to VEPCO's
basic rates of -0.028¢/KWH, Fuel Charge FKider-H, vhich
adjusts VEPCO's basic rates by an increase of 0.267 cents
for each kilowatt-hour based solely on the increased cost of
fuel, is approved effective fcr bills rendered beginning
with the billing month of March, [976.

ISSOED BY ORDER OF THE COMMISSION.
This the 26th day of February, [976.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-22, SUB |93
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Virginia ) ORDER APPROVING RELUCTION
Electric and Power Company ) IN RATES AND CHARGES
for Change in Rates Based ) PURSUANT TO G.S. 62-134{e)
on Cost of Fuel )

BY THE COMMISSION: On Pebruary 26, |976, the Commission
issued an Order in Docket No. E-22, Sub |89, approving Fuel
Charge Rider-H as an adjustment to the basic retail electric
rates of virginia Electric and Powver Company (VEECO) in the
amount of 0.267¢ per kilowatt hour based solely on increased
fuel cost pursuant to WNorth <Carclina G.S. 62-134 (o).
commission Rule R|-36 requires VEPCO and the otker electric
utilities to immediately file for a downward adjustment to
reflect any decrease in the cost of fossil fuel below the
level existing in the basic rates.

On Pebruary 27, [976, virginia Electric and Power Ccmpany
filed an application to reduce the fuel charge additicn to
the basic rates from 0.267#/KWH to 0.032¢/KWH based on
generation and fuel statistics for the nonth of January
1976. The proposed reduction would beccme effective
beginning with the billing month of April.

#ith the application, the Company filed the affidavits of
B. D. Jchnson, Executive Hanagesr—Accounting and cCcntrcl of
VEPCOQ, and R. N. Fricke, Manager of Fossil Fuel Services of
VEPCO. Mr. Johnson offered information as to the
determination of the 0,032¢/KWH factor. Mr. Pricke reviewed
VEPCO's fuel purchasing practices for the month of January
]976.

After careful consideration and scrutiny of the affidavits
filed by Virginia Electric and Power Company, the Ccmmission
is of the opinion, and@ so conrcludes, that the adjustment in
rates proposed by Virginia Electric and Power Company is
correct and appropriate.

IT IS, THEREFORE, ORDERED That in lieu of the previously
approved fuel charge adjustment of 0.267¢ per kilowatt hour,
an adjustment of 0,032¢ per kilowatt hour as shovn on Fuel
Charge Rider-I, to reflect the cost of fuel for the month of
January |976, is approved effective beginning with the
billing month of April, |976.

ISSUED BY ORDER OF THE COMMISSION.
This the 8th day of March, [976.

NORTH CARCLINAR UTILITIES COMNISSION
Ratherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-22, SUB |94
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Virginia Electric and Power ) ORDER
Company for Authority to Adjust TIts Electric |} APPROVING
Rates and Charges Pursuant to G.S. 62-|34{(e) ) DECREASE

BY THE COMMISSION: On March 3{, 1976, Virginia Electric
and Power Company (VEPCO) filed an Application with the
Commission, pursuant to G.S. 62-]|34(e), requesting authority
to decrease its retail electric rates and charges by 0.{9}
cents for each kilowatthour scld under its filed rate
schedule beqginning with the billing month of May [976.

The Application of VEPCO sought approval of a negative
0.159¢/KWH adjustment to the basic retail rate schedules in
lieu of the 0.032¢/KWH adjustment previously approved by the
Commission effective for the billing month of April ]976.
The 0.]59¢/KWH decrease, as shown on Fuel Charge Rider-J, is
based solely on the decreased cost of fuel used in the
generation of electric power during the month cfr February,
1976.

Hith the application the Company filed the affidavits of
B. D. Johnson, Executive Manager—Acccunting and Control, and
R. N. Pricke, Manager of Fossil Puel Services. MNr. Johnson
of fered information as to the determination of the negative
0.159# /KRl factor. Mr. Pricke reviewed VEPCO's fuel
purchasing practices for the month of February.

After careful consideration and scrutiny of the affidavits
filed by Vvirginia Electric and Pover Company, the Commission
is of the opinion, and so concludes, that the adjustment in
rates proposed by Virginia Electric and Power Company is
correct and appropriate.

IT 1S, THEREFORE, ORDERED That Fuel Charge Rider-dJg,
decreasing by 0.]59¢ the charge for each kilowatt-hour sold
under Vvirginia Electric and Power Company's filed rate
schedules, is approved to go into effect beginning with the
billing month of May 1976, in 1lieu of the previously
approved adjustment of 0.032¢/KWH.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of April, (976.

NORTH CARCLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

{SEAL)
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DOCKET NO. E-22, SUB |96
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Virginia Electric and )} ORDER APPROVING
Power Company for RAuthority to Adjust ) ADJUSTMENT IN RATES
its Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-134 {e) }) TO G.S. 62-]34(e)

HEARD IN: The Commission H2aring BRoom, Ruffin Building,
One West Morgan Street, Raleigh, North
carolina, May |7, |¢76

BEFORE: Commissioner George T. Clark, Jr., Presiding,
Commissioners W. Lester Teal, Jr., Tenney I.
Deane, Jr.

APPEARANCES:
For the Applicant:

Edward Roach

Allen C. Barringer

Hunton, Williams, Gay and Gibson
Post Office Box |535

Richmond, Virginia 232|2

William 6. Ross, dJr.

Broughton, Broughton, McConnell & Boxley
Post Office Box 2387

Raleigh, North Carolina 27602

For the Intervenors:

Jerry B. Pruitt

Associate Attorney General

North Carolina Department of Justice
Post Office Box 629

Raleigh, North Carolina 27602

For: Using and Consuming Putlic

Por the Commission Staff:

Dwight Allen

Assistant Commission Attorney
One West Horgan Street
Raleigh, North Carolina 27602

BY THE COMNISSION: On April 30, {976, Virginia Electric
and Power Company (hereinafter referred to as "VEPCO") filed
an application for authority to adjust and increase its
retail electric rates and charges bLased solely upon the
increased cost of fuel used in the generaticn of electric
power pursuant to G.S. 62-)34(e). VEPCO requested approval
of Fuel Charge Rider-K, which vould adjust the charge for
each kilowatt-hour by the additicn of 0.0|] cents which is
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an increase of 0.]70¢/KkWwlk frcm the negative 0.]59¢/KWH
adjustment contained in Fuel Charge Rider-J approved on
April 5, 1976.

on May 3, 1976, the Commission issued an Order setting
kearing on the application and requiring gublic notice.,

The hearing was commenced on May (|7, (976, 4in the
Commission Hearing Room. VEPCO offered the testimony of B.
D. Johnson, Executive HManager - Accounting and Contrcl of
VEPCO, testifying as to the computation of the fossil fuel
adjustment factor ard R. N. Pricke, Manager of Fossil Fuel
Services of VEPCO, testifying as to the changes in the cost
of fuel used in the generation of electric pover.

The Comnission Staff offered the testimony of Andrew W.
Williams, Chief of the Electric Section in the Engineering
Divisicn of the N.C.U.C., testifying on the staff's review
of the evidence presented by VEPCO in suppcrt of Fuel Charge
Rider-kK.

After careful consideration and scrutiny of the evidence
and testimony offered by both Virginia FElectric and Power
Company and the Commission Staff, the Commissicn is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Fuel Charge Rider-K, proposed by VEECO is correct
and appropriate.

IT 1S, THRREFORE, ORDERED That, in lieu of the previcusly
approved adjustaent for increased fuel costs to VEPCO's
basic rates of -0.|59¢/KWH, Fuel Charge Rider-K, which
adjusts VEPCO's basic rates by an increase of 0.0l| cents
for each kilowatt-hour tased solely on the increased cost of
fuel, is approved effective far Lills rendered beginning
with the billing month of June, 1976.

ISSUED BY ORDER OF THE COMHISSION.
This the 27th day of Hay, 1976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-22, SUB |97
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Virginia Electric and Power ) ORDER
company for Authority to Adjust Its Electric ) APPROVING
Rates and Charges Pursuant to G.S. 62—-|34(e) ) DECREASE

BY THE CCMMISSION: On May 28, [976, Virginia Electric and
Power Ccmpany (VEPCO) filed an Agplication with the
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Commission, pursuant to G.S5. 62-]34(e), requesting authority
to decrease its retail electric rates and charges by 0.106
cents for each kilowatthour sold under its filed rate
schedule beginning with the btilling month of July, |976.

The Application of VEPCO souqht approval of a negative
0.095¢/KHH adjustment to the basic retail rate schedules in
lieu of the 0.0 |¢/KWH adjustment previously approved Ly the
Commission effective for the billing month of June |[$76.
The 0.095¢/KWH decrease, as shcwn on Fuel Charge Rider-L, is
based solely on the decreased cost of fuel used 1in the
generaticn of electric power Jduring the month of april,
1976.

With the Application the Company filed the affidavits of
B. D. Johnson, Executive Managar—iccounting and Control, and
R. N. Fricke, Manager of Fossil Puel Services. Mr. Johnson
offered information as to the determination of the negative
0.095¢ /K ®H factor. #r. Pricke reviewed VEPCO's fuel
purchasing practices for the month of April.

After careful consideration and scrutiny of the affidavits
filed by Virginia Electric and Pover Company, the Ccmrission
is of the opinion, and so concludes, that the adjustment in
rates proposed by Virginia Electric and Power Company is
correct and appropriate.

IT IS, THEREFORE, GRDERED That Fuel Charge Rider-L,
decreasing by 0.095¢ the charga for each kilowatt-hour sold
under Virginia Electric and Power Company's filed rate
schedules, is approved to go intc effect beginning with the
billing month of July, 1976, 1in lieu of the previcusly
approved adjustment of 0.0 |#/KWH.

ISSUED BY ORDER OF THE COMMISSION.

This the 9th day of Juna, [976.

NORTH CARCLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22, SUB |98
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Application of Virgimia Electric and ) ORDER APPROVING
Power Ccmpany for Authority to Adjust ) ADJUSTHUENT IN RATES

its Electric Rates and Charges ) AND CHARGES PURSUANT
Pursuant to G.S. 62-134 (o) ) TO 6.S. E2-|3H8{e)
HEARD IN: The Commission Hearing Room, Ruffin Building,

One HWest Morgan Street, Raleigh, North
Carolina, July {9, 976
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BEFORE: Commissioner W. Lester Teal, Jr., Presiding;
Commissioners Bartara A. Simpson, W. Scott
Harvey

APPEARANCES:

For the Applicant:

Edgar M. Roach, Jr.
Hunton & %illiams

Post Office Box {535
Richmond, Virginia 23212

william G. Ross, Jr.

Broughton, Broughton, McConnell & Boxley, P.A.
Post Office Box 2387

Raleigh, North Carolina 27602

Por the Intervenors:

Jerry B. Fruitt

Associate Attorney General

North Carolina Department of Justice
Post Office Box 629

Raleigh, North carolina

For: ©Using and Consuming Public

For the Commission Staff:

Dwight Allen

Assistant Commission Attorney
One West Horgan Street
Raleigh, North Carolina 27602

BY THE COMMISSION: on June 30, |976, Virginia Electric
and Power Company (hereinafter referred to as "VEPCO") filed
an application for authority to adjust and increase its
retail electric rates and charges based solely wupon the
increased cost of fuel used in the generation of electric
pover pursuant to G.S. 62-|34(e). VEPCO requested approval
of Fuel Charge Rider-#, which would adjust the charge for
each kilowatt-hour by the addition of 0.|38 cents vwhich 1is
an increase of 0.233¢/KWH from the -0.095¢/KWH adjustment
contained in Puel Charge Rider-L approved on June 9, [976.

on July 6, {976, the Commission issued an Order setting
bearing on the application and requiring public notice.

The hearing was commenced c¢n July {9, {976 1in the
Commission Hearing Room. VEPCO offered the testimony of BR.
C. Houghton, Jr., Director of Regulatory and Statistical
Sservices of VEPCO, testifying as to the computation of the
fossil fuel adjustment factor and R. N. Pricke, Manager of
Fossil Fuel Services of VEPCO, testifying as to the changes
in the cost of fuel used in the generaticn of electric
power.
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The Commission Staff offered the testimony of Andrew W,
Williams, Chief of the Electric Saction in the Engineering
Division of the N.C.U.C., testifying on the Staff's review
of the evidence presented by VEPCO in support of Fuel Charge
Rider-n.

After careful consideration and scrutiny of the evidence
and testimony offered by both virginia Electric and Power
Company and the Commission Staff, the Commission is of the
opinion, and so concludes, that the adjustment in rates, as
shown on Puel Charge Rider-M, proposed by VEECO is correct
aqd appropriate.

IT IS, THEREFORE, ORDEREDS:

) That, in 1lieu of the previously approved adjustment
for increased fuel costs to VEPCO's tasic rates of
-0, 095¢/KWH, Fuel Charga Rider-M, vwhich adjusts YEPCO's
basic rates by an increase of 0. |38 cents for each kilowatt-
hour based solely on the increased cost of fuel, is approved
effective for bills rendered beginning with the billing
month of August, [976, and

(2) That Vvirginia Electric and Power Company include as
an exhibit on all future applications pursuvant to N.C.G.S.
62-|34 (e) and Commission Rule R|-36 a tabulation of its
actual burned fuel expense, as defined in the Teconmended
fornula for rate increases based solely on the cost of fuel,
and the total revenues collected (or billed) to recover fuel
expense by the fuel cost congcnent of the basic rates and
the adjustments to the basic rates approved in G.S. 62-
134 (e) proceedings for each month of the twelve-month period
ending with the cost nmonth on which the new application is
based.

ISSUED BY ORDER OF THE CONMISSION.
This the 26th day of July, |976.

NORTR CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22, SUB |99
BEFORE THE NORTH CABOLINA UTILITIES COMBISSION

In the Matter of
Application by Virginia Electric and Powver ) ORDER
Ccmpany for Authority to Adjust Its Electric ) APPROVING
Rates and Charges Pursuant to G.S. 62—-|34{e) )} DECREASE

BY THE COMMISSION: on July 30, 1976, virginia Electric
and Powver Company (VEPCO) filed an Application with the
Ccomission, pursuant to G.S. 62-]3U(e), requesting authority
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to decrease its retail electric rates and charges by 0.]32
cents for each kilowatt-hour sold under its filed rate
schedules beginning with the billing month <cf Septeaber,
1976«

The Application of VEPCO sought approval of a 0.006¢/KWH
adjustment to the basic retail rate schedules in lieu of the
0.]38¢2/KRH adjustament previously approved by the Ccmmission
effective for the billing nonth of August, [976. The
0.006¢/KRH adjustaent, as shovn on Fuel Charge Rider-KN, is
based solely on the decreased cost of fuel used in the
generation of electric power during the month of June, |976.

_With the Application the Company filed the affidavits of
R. C. Houghton, Jr., Director of Regulatory and Statistical
Services and R. N. Pricke, Manager of Possil Puel Services.
¥r. Boughton offered information as to the determinaticn of
the 0.006¢/KWH factor. dr. Fricke reviewed VEPCO's fuel
purchasing practices for the month of June, 1976.

After careful consideration and scrutiny of the affidavits
filed by virginia Electric and Pover Company, the Ccmmission
is of the opinion, and so concludes, that the adjustment in
rates proposed by virginia Electric and Power Coapany is
correct and appropriate.

IT 1S, THEREFORE, ORDERED That Fuel Charge Rider-N,
increasing by 0.006¢ the charge for each kilowatt-hour sold
under Virginia Blectric and Power Conmpany's filed rate
schedules, is approved to go into effect beginning with the
billing mcnth of September, [976, in lieu of the previously
approved adjustment of 0.138¢/KWH.

ISSUED BY ORDER OF THE COMMISSION,
This the 23rd day of August, |976.

NORTH CAROLINA UTILITIES COMMISSION
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22, SUB 20|
BEFORE THE NORTH CAROLINA DTILITIES COMMISSION

In the Matter of
Application by virginia Electric and Power ) ORDER
Company for Authority to Adjust Its Electric ) APPROVING
Rates and Charges Pursuant to G.S. 62-)34(e) } DECREASE

BY THE CONMISSION: On August 3|, |976, Virginia Electric
and Power Company (VEPCO) filed an Application with the
Commission, pursuant to G.S. 62-|34(e), requesting authority
to decrease its retail electric rates and charges by 0.068
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cents for each kilowatt-hour sold under its filed rate
schedule beginning with the billing month of October, [976.

The Application of VEPCO sought approval of a negative
0.062¢/K4WH adjustment to the basic retail rate schedules in
lieu of the 0.0062/KWH adjustment previously approved by the
Commission effective for the billing month of September,
1976. The 0.062¢/K4H decrease, as shown cn Fuel Charge
Rider-P, is based solely on the2 decreased cost cf fuel wused
in the generation of electric power during the month of
July, [976.

With the Application the Company filed the affidavits of
R. C. Houghton, Jr., Director of Regulatory and Statistical
Services and R. N. PFricke, M¥anager of Fossil Fuel Services.
Mr. Houghton offered informaticn as to the determinaticn of
the -0.C62¢/KWH factor. Mr. Fricke reviewed VEPCO's fuel
purchasing practices for the month of July.

After careful consideraticn and scrutiny of the affidavits
filed by Virginia Flectric and Pover Company, the Commission
is of the opinion, and so concludes, that the adjustment in
rates proposed by Virginia Electric and Power Company is
correct and appropriate.

IT IS, THEREFORE, ORDERED That Fuel Charge Rider-p,
decreasing by 0.062¢ the charge for each kilowatt-hour sold
under Virginia EBlectric and Power Company's f£iled rate
schedules, is approved to go intc effect beginning with the
billing mcnth of October, |976, in lieu of the previcusly
approved adjustment of 0.006¢/KWH.

ISSUED BY ORDER OP THE COMMISSION.
This the 7th day of September, |976.

NORTH CARCLINR UTILITIES COMMISSION
Anne L. Olive, Deputy Clerk

(SEAL)

DOCKET NO. E-22, S¥B 202
BEFORE THE NORTH CRROLINA UTILITIES CCHMISSION

In the Matter of
Application by virginia Electric and Power ) ORDER
Company for Authority to Adjust Its Electric ) APPROVING
Rates and Charges Pursuant to G.S. 62-|34(e) ) DECREASE

BY THE COMMISSION: on September 30, [976, Virginia
Electric and Power Company (VEPCO) filed an Application with
the Comprission, pursuant to G.S. 62-|34(e), requesting
authority to decreases its retail electric rates and charges
by 0.0]18 cents for each kilowatt-hour scld under its filed
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rate schedule beginning with the billing month cf November,
1976.

The Application of VEPCO socught approval of a negative
0.080¢/K¥H adjustment to the basic retail rate schedules in
lieu of the negative 0.062¢/KWH adjustment previously
approved by the Commission effective for the billing month
of October, |976. The 0.0|8¢/K%H decrease, is based solely
on the decreased cost of fuel used in the generation of
electric power during the month of August, [976.

With the Application the Company filed the affidavits of
R. C. Houghton, Jr., Director of Regulatory and Statistical
Services and R. N. Fricke, Manager of Fossil Fuel Services.
Mr. Houghton offered information as to the determinaticn of
the negative 0.080¢/KRWH factor. Mr. Pricke reviewed VEPCO's
fuel purchasing practices for the month of August, 1976.

After careful consideration and scrutiny of the affidavits
filed by virginia Electric and Power Company, the Ccmmission
is of the opinion, and so concludes, that the adjustment in
rates proposed by Virginia Electric and Power Company is
correct and appropriate.

IT IS, THEREFORE, ORDERED That PFuel Charge Rider-Q,
decreasing by 0.080g¢/KWH the charge for each kilowatt-hour
sold under Virginia Electric and Power Company's filed rate
schedules, is approved to go into effect beginning with the
billing month of November, 976, in lieu of the previously
approved adjustment of negative 0.062¢/KRH.

ISSUED BY ORDER OF THE COMMISSION,
This the t{th day of October, [376.

NORTH CARCLINA UTILITIES COMMISSION
KRatherine Y. Peele, Chief Clerk

{(SEAL)

DOCKET NO. E-22, SUB 205
BEFORE THE NORTH CAROLINA DTILITIES CCHMMISSION

In the Matter of
Application of Virginia Electric and
Power Ccmpany for Authority to Adjust
its Electric Rates and Charges Pursuant
to G.S. 62-}34{e)

ORDER APPBOVING
ADJUSTMENT IN
RATES AND CHARGES
PURSUANT TO

G.S. 62-|34(e)

Tt et T et

HEARD IN: The Commission Hearing Room, Ruffin Building
One West Morgan Street, Raleigh, North Carclina
December 20, {976 at 2:00 P.H.
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BEFORE: W. Scott Harvey, Presiding; Ccnmissioners
Barbara A. Simpson and W. Lester Teal, Jr.

APPEARANCES:
For the Applicant:

Edgar M. Roach, Jr.
Hunton and Williaas

Post Office Box |535
Richmond, Virginia 232)2

William G. Ross, Jr.

Broughton, Broughton, HcConnell & Boxley
Post Office Box 2387

Raleigh, North Carolina 27602

For the Intervenors:

Jerry B. Fruitt

Associate Attorney General

North Carolina Department of Justice
Post 0ffice Box 629

Raleigh, North Carolina

For: Using and Consuming Public

For the Commission Staff:

Dwight W. Allen

Associate Commission Attcrney
One Rest Morgan Street
Raleigh, North Carolina 27602

BY THE CCHMISSION: on Novenher 26, 1976, Virginia
Electric and Power Company (hereinafter referred to as
"VEPCO") filed an application for authority to adjust and
increase its retail electric rates and charges based solely
upon the increased cost of fuel used in the generation of
electric power pursuant to G.S. 62-|34{e). VEECO requested
approval of Fuel Charge Rider-S, which would adjust the
charge for each kilowatt-hour by the addition cf 0.262 cents
which is an increase of 0.424¢/KWH from the -0.|62¢/KWH
adjustment contained in Fuel Charge Rider—-R approved on
November 8, 1976.

on November 29, [976, the Ccmmission issued an Order
setting hearing on the application and requiring public
notice.

The hearing was copmenced on December 20, |976 in the
Commission Hearing Room. VEPCQO offered the testimony of R.
C. Houghton, dJr., Director of Regulatory and Statistical
Services of VEPCO, testifying as to the computation of the
fossil fuel adjustment factor and R. N, Pricke, Hanager of
Fossil Puel Services of VEPCO, testifying as to the changes
in the <cost of fuel used in the generation of electric
power.
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The Ccnmission Staff offered the testimony of Andrew H.
Williams, Chief of the Blectric Section in the Engineering
Pivision of the N.C.U.C., testifyirg on the Staff's review
of the evidence presented by VEPCO in suppcrt of Fuel Charge
Rider-sS.

After careful consideration and scrutiny of the evidence
and testimony offered by both Virginia Electric and Power
Conpany and the Commission Staff, the Commission is of the
oginion, and so concludes, that the adjustment in rates, as
shovn on Fuel Charge Rider-S, proposed by VEPCO is correct
and appropriate.

IT IS, THEREFORE, ORDERED That, in lieu of the previously
approved adjustment for 1increased fuel costs to VEPCO's
basic rates of -0.162¢/KWH, Fuel Charge Rider-S, which
adjusts VEPCO's basic rates by an increase of 0.262 cents
for each kilowatt-hour based solely on the increased cost of
fuel, is approved effective for bills rendered beginning
with the billing month of January, 1977.

ISSUED BY ORDER OF THE COMMISSION.

This the 2|st day of December, |976.

NORTH CARCLINA DTILITIES CCM¥ISSICN
Katherine 4. Peele, Chief Clerk

(SEAL)

DOCKET WO. E-35, SUB 4
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Matter of

Application of Western Carolina ) ORDER APPROVING
University for an Adjustment of its ) INCREASES IN

Rates and Charges ) RATES AND CHARGES
HEARD IN: Commission Hearing Room, Ruffin Building, One

Hest Morgan Street, Raleigh, North Carolina onm
September 30, 1975

BEFORE: Commissioner George T. Clark, Jr., Presiding
and Commissioners Tenney I. Deane, Jr. and J.
Ward Purrimngton

APPEARANCES:
For the Applicant:
William B. Scott, Jr.
Legal Counsel

Western Carolina University
Cullowhee, North Caralina
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Por the Commission Staff:

Robert F. Page

Assistant Commission Attorney
North Carolina Dtilities Commission
P. 0. Box 99]

Raleigh, North Carolina 27602

Antoinette R. Wika

Associate Commission Attorney

North Carolina Utilities Commission
P. O, Box 99| - Ruffin Building
Raleigh, North Carolina 27602

BY THE COMMISSION: On April 4, [$75, Western Carolina
Oniversity (hereinafter referred to as "Hestern Carclina"),
a state-supported institution of higher learning, located in
Cullowhee, North Carolina, filed an application with the
North Carolina Otilities Coroission for authority to
increase its electric rates and charges to its customers in
the Cullovwhee area, Jackson County, North Carolina.

Western Carolina is not a public utility, but it operates
an electric plant and distribution system and is authorized
by G.S. |#6-35 to sell electricity to the cozmunity at rates
approved by this Commission.

The prorosed rate increase would take the form of an
additional across~the-board charge of |3% on Western
Carolina‘'s single rate schedule and would, according to
Western Carolina, produce approximately $31,073 in
additional annual gross revenuss, resulting in a rate of
return on investment of approximately 7%, Lased on the
twelve-month test periocd ended June 30, |974.

The Ccmmission, by oOrder dated April 29, [975, declared
this application to be a general rate case; suspended the
proposed increase in rates; set the applicaticn for hearing
on September 30, 1975; and ordered Western Carolina to give
notice to the public of the propcsed rate increase.

The Applicant prefiled exhibits containing a cost study of
its electric plant in service performed by Southeastern
Consulting Engineers, Inc. (hereinafter referred to as
Southeastern).

The application came on for hearing as scheduled, and the
Applicant offered the testimony of Mr. Ray Cohn, Vice-
President of Southeastern, and Mr. William Stump of Western
Carolina. Xr. Paul Thomas and Mr. Reed Bumgarner testified
for the Commission Staff. There were no protests or
interventions.

Based upon the application and prefiled exhibits, and the
entire record in this docket, the Commission makes the
following
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PINDINGS OF FACT

| Western Ccarolina University, although not a public
utility, ovns and operates an electric distritution systen
and 1is subject to the jurisdiction of the ¥North Carolina
Utilities Commission with respect to the rates charged and
services rendered to its electric retail customers in the
Cullowhee area, Jackson County, North Carolina.

2. The test period for purposes of this groceeding is
the twelve months ended June 30, |974.

3. The reasonable original cost of Western Carolina's
property used and useful in providing retail electric
service in WNWorth Carolina is $467,722, the reasonable
accumulated provision for depreciation is $|09,586, and the
reasonable original cost less depreciation is $358,|36.

4. The reasonable replacement cost less depreciation of
Western Carolinats property used and wuseful in providing
retail electric service in dNorth Carolina is $552,874.

Se The fair value of Western Carclina's plant used and
useful in providing vretail electric service 1in North
Carolina should be derived from giving seven—-tenths (7/]10)
wveighting to the original cost of Western Carolina‘'s
depreciated plant in service and three-tenths (3/10)
weighting to the replacement cost depreciated of Restern
Carolina'’s plant. By this m@method, using the depreciated
original cost of $358,|36 and a depreciated reglacement cast
of 3$552,874, the Conmission £f£inds that the fair value of
said plant devoted to retail service in North Carolina 1is
$416,557. This failr value includes a reasonable fair value
increment of $58,42{.

6. The reasonable allowvance for working capital is
$60,085.

7. The fair value of Western Carolina's plant in service
used and useful in providing retail electric service to the
public within North carolina at the end of the test year of
$416,557 plus a reasonable allowance for working capital of
$60,085 yields the reasonable fair value of Western
Carolinat's property in service to North cCarolina retail
customers of $476,642.

8. Western CcCarolina's gross operating revenues for the
test year after accounting and pro forma adjustments under
present rates are $239,|99 and, after giving effect to the
proposed rates, would have been $270,272 during the test
year.

9. The 1level of operating expenses after accounting and
pro forma adjustments, 4including taxes of $|,969, is
$217,280 which includes an amount of $||,738 for actual
investment currently consumed through reascnakle actual
depreciation after annualization to year-end level,
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10. The fair rate of return that Western Carclina should
have the opportunity to earn on the fair value of its North
Carolina investment for retail operations of approximately
11.0%, which requires additional annual revenue from North
carolina retail customers of $52,992 based upon the test
year (ended June 30, |974) level of operations. This rate
cf return on the fair value of Western Carolina's property
also yialds a rate of return on the fair value equity of
11.0%.

Il. The rate schedule attached as Exhibit A is just and
reasonable and is designed to produce an increase in
revenues of approximately $3),073 kased upon the June 30,
|974, test period.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. | AND 2

The evidence for these findings is contained in the
verified application, the previous records of the Commission
concerning Western Carolina, the testimony of witnesses
Cohn, Stump and Burgarner, and Rorth Ccarolina General
Statutes |116—-35. These findings are essentially
jurisdicticnal and procedural and were not contested.

EVIDENCE AND CONCLUSIONS POR FINDINGS OF FACT NOS. 3 AND 4

Western Carolina's exhibits show cost data derived frcm a
system evaluation study performed in [973 by Southeastern
Consulting Engineers, Inc. Southeastern first made an
inventory of all items in the plant accounts. The accounts
were initially valued by the use of representative
construction bids for the Fourth Quarter of |[972. Next,
depreciation reserves were calculated for each account by
applying Standard Pederal Pover Conmission depreciation
rates to each individual account, kased upon average age.
In order tc arrive at an =stimated original cost as of March
31, 1973, Southeastern used the Handy—Whitman Index to
reverse trend each account from replacement cost to when it
was new on-the-average.

The fifteen months investment hetween the valuation stmndy
and the end of the test period were reconstructed by adding
plant to the original cost study. This pplant wvas
depreciated using the PPC rates. Each addition was trended,
using the Handy-Whitman Index, to Jume 30, 974, and added
to the trended replacement cost.

Witness Cohn testified that the system valuation study was
pecrformed in connection with Westarn Carolina's attempt to
sell the off-campus portion of its electric plant. Land and
buildings were cmitted from the valuation because they were
not readily identifiable as being for University or resale
use. Retirements also were omitted from the valuation for
the |S5-month period since this information was not
available. Hr. Cohn testified that in his opinion these
omissions cancelled each other.
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The exhibits offered by Western Carolina show original
cost of utility plant in service of $467,72] and a reserve
for depreciation of $]09,585. These exhibits also show a
replacement cost of $727,628 with a depreciation reserve of
$174,754,

Witness Stump testified that Western carclina has not
conplied with the Order of the Ccmmission in Docket No. E-
35, Sub 3, dated July 24, 973, to implement the Uniform
System of Accounts. The University hoped eventually tc sell
its wutility plant and to avoid having to maintain dual
accounting systems until that time.

Staff Witness Thomas testified that prior to July |, (959,
the books and records of the electrical system consisted of
tecorded receipts and disbursements. The University
subsequently instituted new accounting records and recorded
an investment in electric plant in service of $25,000
representing distribution lines. No additions were made to
this account until |[960, and from {970 to [974 cnly
materials used for new lines and services were recorded. WNo
amount was added to the plant accounts to capitalize the
labor used in making the additions to plant. Plant
accounting for warehouse and eguipment and motor vehicles
was instituted only in |967 and 1969, Thomas Exhibit |
shows an original cost net investment of $||6,838, after
accounting and pro forma adjustments. The Ccmeissicn
concludes that Western Carclina's recorded original ceast of
plant in service is grossly understated, due to its failure
to maintain ad=2quate books and records.

The Ccnepission recognizes that there are deficiencies
which preclude the system valuation rerforned by
Southeastern from serving as a completely accurate
estimation of cost. As Staff WitnesSs Bumgarner testified,
it is tasically a replacema2nt cost study. The Staff,
however, made no recommendations with respect to improved
methodology.

The CommisSion concludes that cost studies performed by
Southeastern represent a reasonable attekpt to obhtain
otherwise wunavailable cost d4ata and that the original and
replacement costs therahy derived are not grossly
overstated. The Commission, therefore, concludes that the
figures contained in Western Carolina's exhibits as the
original cost net investment and depreciated replacenent
cost of its property used and useful in providing retail
electricity to customers in North Carolina should be adopted
for the purpose of setting rates in this docket.

EVIDENCE AND CONCLUSIONS FPOR FINDINGS OF FACT NOS. S AND 7

The Commission concludes upon consideration of the
original cost less depreéciation, the replacéement cost less
depreciation, the impact of weighting upon the financing
capability of the Coapany and the éconci@ic welfate of its
ratepayers, both long and short term, that the reasonable
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weighting of original cost less depreciation is seven-tenths
(7/10) and the reasonable weighting of the replacement cost
less depreciation is three-tenths (3/|0) in the calculation
of the fair value of the plant in service to the ratepayers
cf North Carolina. The fair value of plant thus determined
is $416,557.

To the Commnission's determination of a reasonable fair
value of Western Carolina's plant used and wuseful in
providing retail electric service in North Carolina must be
added an allowance for working capital. The Commission
concludes that the fair value of electric plant in service
of $416,557 plus a reasonable allowance for working capital
of $60,(85 (as concluded b21low) yields the fair value of
Western Carolina's property (or rate base) of $476,642.

EVIDENCE AND CONCLUSIONS POR FINDING OF FACT NO. 6

The Staff proposed a ccoputaticn of working capital by
using a “balance sheet analysis®", treating as working
capital the difference between current assets and current
liabilities. Hestern Carolina agreed with such computation,
which yielded an amount of $60,085. The Ccnmission
concludes that this amount is reasonable as an allowance for
working capital.

EVIDENCE AND CONCLUSIONS FPOR FINDING OF FACT NOS. 8 AND 9

The Comnmission concludes that the reasonable level of
operating expenses and revenues are those testified to by
Staff Witness Thomas and accepted by Western Carclina. The
Ccmmission takes judicial notice of the fact that some of
the administrative expenses of cperating the electric plant
are borne by the University and, therefore, are understated
in the Company's books.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. |0

Western Carolina's electric distrikution system is whclly
owned by the University., It does not compete in the market
for capital funds. Its capital structure contains no debt
components; it is composed of |00% equity. The rate of
return on fair value is 1identical to the return on fair
value equity. Therefore, in following the statutory mandate
to set a rate of return on the fair value rate base, the
Commission is not concerned with separate rates of return on
book equity or fair value equity.

Under existing rates Western Carolina is earning a return
of approximately 4.60% on the fair value of its property.
Having in wmind current economic conditions and the capital
requirements of Western Carolina, the Conmission concludes
that the existing rate of vreturn on fair value is
inadequate. The Commission further concludes that a groper
rate of return cannot be fixed with mathematical precision.
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The Coummission takes notice the fact that Western Carclina
has sought recently to divest itself of the off-campus
portion of its electric distribution system. Thus, it is
important to the University that the Ccnamission fix a rate
of return commensurate with the risks associated with
operating the business and which will allow the University
to maintain its facilities and earn a fair profit. This is
also important to the customers.

Western Carolina currently does not employ perscnnel with
distribution engineering expertisa., Staff Witness Bumgarner
testified that this lack of gqualified management has
resulted in unacceptable levels of service and
inefficiencies in design and construction on pcrticns of the
University's distribution systen.

The Counission therefore is of the opinion that, although
Western Carolina University should not bLe encouraged to
remain in the business of distrituting electricity to retail
customers, it should be pernmitted to earn sufficient
revenues to render adequate service. If the University
continues in the electric distritution business, it should
be encouraged to hire a qualified consulting engineer for
the purpose of directing the systenm's expansion and
improvement.

Taking into account operating expenses, construction
costs, and business risks inherent in the system, the
Commission concludes that the rate of return which Western
Carolina should earn on the fair value of its property used
and useful 1in providing retail electric service to its
customers in North Carolina is |}{.{2%.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. ||

The record shows that Western Carolina University buys
electric pover at wholesale rates frcm Nantahala Power and
Light Company. Since the Commission first approved rates
for Western Carolina in |960, the only increases in its rate
schedule have been pass—along increases from Nantahala of
8.24% and 18.u4%. The attached schedule of rates allows a
13% across—the-board increase. The Comnpissiaon is of the
opinion that these rates are just and reasonable and are not
cut of line with existing residential rates in effect in the
Cullowhee area.

The Comrission notes, however, that Westerr Carolina
serves both its residential and its few commercial customers
under a single rate schedule which has a declining klock
structure. Fundamental engineering and economic studies in
the Cornissionts files reflect that residential and
ccmmercial classes have different usage characteristics and
thus impose different operating costs on an electric systen.
On this tasis the Commission concludes that Western
Carolina's proposed rate structure, consisting of one
schedule, 1is currently Jjust and reasonatle but is
potentially discriminatory in view of future system growth
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and/or rate increases. Accordingly, the Ccmmission further
concludes that, atfter a reasonable period for data—-gathering
purposes, Western Carolina should file with the Conmnmission
separate rate schedules for commercial and residential
classes of customers which are tased on cost-of-service
principles.

FURTHER COXNCLUSICNS

Mr. Thomas testified, and the company ackncwledged, that
the ccmpany does not maintain 4its books and records
according to the Uniform System of Accounts prescribed by
this Commission. HMr. Thomas raccmmended that the company be
tequired to maintian its bocks and records in accordance
with the Uniform System of Accounts for Class C and D
Electric Utilities. Many of the differences in the
accounting figures between the company and the sStaff are
attributable to the company's failures to keep its records
in cenformity with the Uniform System of Accounts. Mr.
Phcmas also pointed out that the company did not maintain
perpetual inventory records for materials and supglies;
there 1is either an overstatement or understatement of
2xpenses and investment. As Mr. Thomas pointed out, this
situation could be corrected if the ccmpany adopted the
Oniform System of Accounts, The Commission is of the
opinion, and so concludes, that the ccmpany should maintain
its books in accordance with the Uniform System of Accounts
for Class C and D Electric Utilities, beginning January 30,
1976.

IT IS, THEREFORE, ORDERED AS FCLLOWS:

i That effective for service rendered in North Carclina
beginning with the first billing cycle on or after the date
of this order, Western Carolina University is hereky allowed
to place into effect the increased rates described in
paragraph 2 below, which are designed to produce additional
annual revenues in the amount of $3),073.

2. That the rates herein approved are those proposed by
Western Carolina as set forth on Exhibit A.

3. That Western cCarolina shall retain a consulting
engineer with expertise in electrical distrikution
engineering within 60 days of the date of this Order.

y, That westerg Carolina shall file with the Ccmmission
within 270 days of the date of this Order a long~-range tplan
for system expansion and improvement prepared by the
consulting engineer.

5. That Western Carolina shall immediately undertake a
rate study for the purpose of designing fcr Comnission
approval separate rate schedules for its residential and
commercial customers and shall notify the Ccmnmission within
60 days of the date of this Order of its timetable for
conpleticn of the rate study.
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6. That Western Carolina shall take immediate steps to
conform its books and records to the Oniform System of
Accounts.

7. That Western Carolina shall give puklic nctice of the
rate increase approved hereir by mailing a copy of the
Notice attached as Exhibit B by first class mail to each of
its North Carolina retail custcmers during the next billing
cycle.

ISSUED BY ORDER OF THE COMMISSION.
This |6th day of January, [(976.

NORTH CARCLINA UTILITIES CCMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
EXHIBIT A
RETAIL RATE SCEEDULE
Price Per Kilowatt Hour* Amount
Minimum Bill $].28
First 20 KWH or less $1.28 1.28
Next 30 KWH 6.U¢ |.92
Next 50 KWH 3.86¢ 1.93
Next 100 KWH 2.56¢ 2.56
Next 550 KWH |.6¢2 8.80
All over 750 KWH 1.27¢

* Plus |3% and a fuel cost adjustment

EXHIBIT B
DOCKET NO. E-35, SUB U4

BEFORE THE NORTH CAROLINA UTILITIES COMMISSICN

In the Matter of
Application of Western Carolina University )
for an Adjustment of its Rates and Charges ) NOTICE

Upon Application of HWestern Carolina University in Docket
No. E-35, Sub 4, the North Carclina Utilities Ccmmission
approved an across-the-board rate increase, effective
January ____, 1976, of |3% on Western Carolina's single rate
schedule. The Coamission directed Western Carolina to
retain a ccnsulting engineer with expertise 1in electrical
distribtution engineering and to file with the Commission a
long-range plan for system 2xpansion and improvement by the
consulting engineer. The Ccamission further directed
Western Carolina to undertake a rate study for the purfpose
of designing for Commission apprcval separate rate schedules
for its residential and commercial customers.

This the |6th day of January, {976.

WESTERN CAROLINA UNIVERSITY
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DOCKET NO. E-7, SUB 209
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
The Proposed Sale of Certain Utility
Systems Under the Jurisdiction of and
Operated by the University of HNorth
carolina at Chapel Hill and Approval by
the North Carolina Utilities Ccmoission
of any Acquisition Thereof by any Public
Utility Onder the Jurisdiction of the
Cconmission

ORDER APPRCVING
ACQUISITION OF
THE OFF-CAMPUS
UNIVERSITY
ELECTRIC
UTILITY SYSTEM
BY DURE POWER
CCMFANY

BY THE COMHISSION: on August 24, 976, a Joint
Application was filed with this Commission by () The
University of WNorth Carolina at Chapel Hill (hereinafter
referred to as U.N.C. or the University), an agency of the
State of North Carolina, and (2) Duke Power Company (Duke or
the Company), a public utility as defined by G.S. 62-
3(23)a.]e. Such Application, which was filed pursuant to
Section 8 of Chapter 723 of the |97| Session Laws of the
North Carolina General Assembly, requests apprcval by this
Commission of the sale by U.N.C. and acguisition by Duke of
the of f-Campus University Electric U0Utility System, in
accordance with the terms and conditions of an Agreement of
Sale and Purchase (the Agreement) attached to said
Application.

By cover letter filed with the Aprlication and ky further
letter and attachments dated August 27, |[976, the Attorney
representing the University, the Attorney General and,
hence, the State of North Carolina, requested the Ccmmission
to expedite its ruling with razgard to the proposed sale and
acquisition by Duke Power Ccmpany of the progerty
representing the off-campus electric utility systen
presently owned by U.N.C.

The "Ccrmission!s role in this proceeding is governed by
the provisions of Chapter 723 of the {97| Sessicn Laws of
North Carolina. This Act provides a special procedure to
determine whether or not the electric, water and telephone
utilities serving U.B.C. and the Towns of Chapel Hill and
carrboro should be retained or sold and, if sold, a
mechanism to carry out such sale. Briefly, the procedure
provided by the Act is as follows:

()) The Governor of North Carolina was directed to
apgoint a special Utiliti=ss Study Commission (the Special
Ccmmission) to study the feasibility or desirability of
retaining, leasing, transferring or selling the wutility
froperty operated by U.N.C.

(2) The report and reconmendations of the Special
Commission were to be transaitted to the Board <¢f Trustees
of U.N.C.
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{3) The Board of Trustees could approve, disapprcve or
modify any portion of the report or recommendations of the
Special Commission.

(4) Upon approval of all or any part of the action
reconmended by the Special Ccmmission, the Board of Trustees
of U.N.C., through its Executive Committee, was empowered to
proceed with the action approved. If a sale or other
transfer were approved, the Special Commission was empowered
to proceed with the negotiations for such sale or transfer.

{5) The Special Commission, in negotiating such sale, was
directed to consider the interests of the State of ¥North
Carclina, U.N.C., the enployees of the system(s) involved
and the customers served by such systens.

(6) Ary agreement of sale, lease, transfer or other
disposition of utility system property was to be approved by
the Board of Trustees of U0.N.C., the Governor and the
Council of State.

(7) The form of the consideration, but not the amocunt,
was to be approved by the State Treasurer.

(8) Finally, the acquisition of such utility property by
a public utility, as defined by G.S. 62-3(23), was subject
to approval by this Comamission, M"except as tc the
compensation to be paid therefor.™

The Special cComnission was required by Chapter 723 to
consult, from time to time, with this Ccmmission concerning
the ability and capacity to render proper service of each
prospective purchaser of the utility properties. The
Special Ccumission has provided this Commission heretofore
with copies of the Prospectus of Sale, the bids accepted for
negotiation and other data regarding the sale and
acquisition proposed herein and has solicited advice from
the Ccmmission concerning prospective purchasers. The
Special Commission has also kept this Commission informed
about the ongoing course of the negotiations which
culminated in this Application.

. Based on the foregoing, the verified Rpplication, the
Commission's official files with respect to Duke Power
Company (particularly Docket No. E~7, Subs |6]| and [73) and
other Commission files and records pertinent hereto, the
Conmission now makes the following

FINDINGS OF FACT

l- That the University of North Carolina at Chapel Bill
is an agency of the State of ¥North Carolina which is
appearing in this cause pursuant to authority properly
granted by its Board of Trustees.

2. That. Duke Power Company is a public utility as
defined ty Chapter 62 of the General Statutes of North
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carolinma and, as such, is subject to the jurisdiction of
this Compission.

3. That the Joint Applicants are lawfully before this
Commissicn pursuant to Section 8 of Chapter 723 of the 1971
Session Laws of North Carolina, seeking approval of the
acquisition by Duke Power Company of the Off-Canmpus
University Blectric System owned by U.N.C.

4. That on November 30, {97], the Governor of North
Carclina appointed a Utilities Study Cobnission (the Special
Commission} to study the feasibility of retaining, selling
or otherwise disposing of the telephone, electric, water and
sever systems owned and operated by the University of North
Carolina at Chapel Hill and to make recommendations with
regard thereto to the Board of Trustees of the University.

5. That on Auqust 3, [|972, the Special Coammission
submitted its Final Beport and Recomrendations to the U.N.C.
Board of Trustees. Such Report, made after extensive study
and hearings, determined that the interests of all concerned
would be best served by the University divesting itself of
the majority of its utility holdings and recommended that
the University sell all of its O©ff-Campus University
Electric Utility Systen.

6. That the U.K.C. Board of Trustees approved this
Report on August ||, [972, and recommended that the Board of
Governors of ¢the University of North Carolina (See Chapter
1244 of the Session Laws of {97|) approve the Report and
Recommendations submitted by the Special Ccmmission.

7. That on Septeaber 8, 1972, the Board of Governors of
the University of VNorth Carolina (1) approved the
recommendations of the Special Cconmission reqarding
divestiture, {2) resolved that nc plan of conveyance should
become final wuntil approved and requested by the U.X.C.
Board of Trustees and (3) authorized the U.N.C. Board of
Trustees to request approval of the conveyance of such
properties by the Governor and Council of State in
accordance with the plan approved by said Board of Trustees
and the procedures specified by Chapter 723.

B. That on Auqust |7, [973, the Off-Campus University
Electric System was offered for public sale by Prospectus,
in accordance with a bid-negotiation procedure authorized by
Chapter 723.

9. That Duke Power Company, on April |6, |974, subamitted
a total bid for the purchase of the Off-Campus University
Flectric System in the amount of $12,931,000, based on the
existing system as of March |, {973. Such hid was to be
adjusted upon the closing date according to a formula agreed
to by both parties in the Joint Application.

10. That the Special Ccomission considered the tkid of
puke Power Company, along with all other bids subnitted,
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using the factors which it was authorized and directed to
use by Chapter 723. After having conducted full public
hearings which afforded an opportunity to Duke Power
Company, other bidders, members of the general public,
customers and employees of the University Electric System to
make known their views regarding the bids received, the
Special cConmission, on September 27, |974, reccmmended the
following actions by duly adopted resolutions:

(a) That negotiations be entered into with Duke Power
Company to develop an Agreement of Sale and Purchase of
the Off-Campus University Electric System; and

(b) That, upon receipt of agpproval by the Board of
Trustees of U.N.C., negotiations and development of such
Agreement be undertaken by a Contract Negotiating Sub-
Committee created by special resolution of the Special
Commission on September 27, [(974.

ile That the U.N.C. B8Board of Trustees, on October 11,
1974, specifically adopted and concurred in the
recommendations made by the Special Ccmmission c¢n September
27, 1974,

12, That following negotiations between the Special
Commission (acting in consultation with University officials
and through the Contract Negotiating Sub-Committee) and Duke
Power Company, the Special Ccmmission (a) determined that
the sale of the Off-Campus University Electric System in
accordance with the Agreement of Sale and Purchase with Duake
would be in the best interest of the State, the University,
the employees and the customers; (b) approved the conveyance
in accordance with the Agreement of Sale; and (c) subaitted
the Agreement to the U.N.C. Board of Trustees for approval
on September {], |975.

13. That the U.N.C. Board of Trustees, on June ||, 976,
approved the sale of the Off-Campus Electric System and
properties to Duke Power Company in accordance with the
terms and conditions of the Agreement of Sale and Purchase,
requested the Governor and Council of State to approve such
acquisition and requested that the Agreement and all
conveyances and instruments pursuant thereto be executed and
consunmated.

|4. That the Board of Directors of Duke Power Company,
through its Executive Committee, approved the Company's bid
proposed acquisition of the Off-Campus Electric System in
accordance with the terms and conditions of the aAgreement of
Sale on August 25, {976. The officers of the Company were
authorized to execute said Agreement in the name of the
Company and to join U.N.C. in the submission of the present
Application to this Commission.

15« That in a mneeting held on B3uqust 9, [976, the
Governor and Council of State duly approved the conveyance
of the Off-Campus Electric Utility System in accordance with
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the terms and conditions of the Agreement of Sale and
authorized the execution of the Agreement and all necessary
deeds, leases or other docunments therein specified in order
to consummate this transaction.

16. That in Docket No. B-7, Subs {6| and {73 (Duke's last
general rate case) the Commission found as facts based on a
test year ended Decewmber 3|, 1974, that Duke had a fair
value of plant in service to retail customers in North
Carolina of 3|,706,383,000; that Duke had test year revenues
of $597,464,000 and test year expenses of $38),760,000; that
Duke had a capital structure, for rate-making purgoses,
conposed of 53.|4% debt, {12.29% preferred stock,' 31.00%
conmon equity and 3.57% cost-free capital; and that Duke had
an embedded cost of dz2bt of 7.30% and a preferred stock cost
of 7.22%.

17 That the aforementioned dockets and other recent
dockets involving Duke Power Company contain no challenge to
Duke's ability to provide a good and reasonakle quality of
service to all its subscribers and no suggestion that Duke
is not, in fact, providing good quality service at rate
levels fixed by this Conmission.

18. That, based on current financial data in the
Conmission's files, Duke is earning approximately [].06% on
its average common equity for Noxrth Carolina operations; its
fixed charge coverage before inccme taxes 1is approximately
2.87 times; and its bonds are rated &A.

Based wuron the foregoing Findings of Fact, the Commission
now reaches the following

CONCLUSICNS

The Commission concludes that its rcle in these
proceedings is determined by Section 8 of Chapter 723 of the
197| Session Laws and not by the provisions of Chapter 62
(e.g. 6.S. 62-]1]{) wvhich would ordinarily apply to
transfers of utility property, territory and franrchises.
Thus, gquestions or issues of public interest, public
convenience and necessity, territorial assignments and the
like are not before this Commission. They bhave been
preempted by the Legislature and vested in the Special
Commission and the U.K.C. Board of Trustees, later the Eoard
of Governors of the University of W¥orth cCarclina.
Specifically, the Special Ccrmrission was authorized to
"study the feasibility and desirakility of retaining or
'selling, leasing, renting, transferring cr otherwise
disposing of' the telephone, electric, water and sewer
systems, facilities, properties, assets, plants, works and
instrumentalities in the jurisdiction of and operated by the
University of North carolina at Chapel Hill." Further, the
Special Commission, in consultation with ©University
officials, was directed to consider which disposition of the
University utility enterprises would "be in the interest of
the State of ©North <carolina, the University of North
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Carolina at Chapel Hill, the employees of the enterprises or
projects involved and those served by the enterprises or
projects." The Commission is of the opinion that such
issues, having been vested in the Special Comnission and the
University by the Legislature and having been determined by
them, are not subject to further review by this Commission.

The Coammission further concludes, as to the rates to be
charged by Duke Power Company in the new area proposed for
acgquisition following the closing date, that such rates
should be the same as those presently on file with this
commission and approved in Duke's last general rate case (as
modified by filings under G.S. 62-|34(e)). Duke should
charge any new customers which it seeks to acquire in this
proceeding the same rates presently being charged to all
other customers by the classes which Duke has on file with
this Commission. This conclusion is mandated for three
reasons.

(I) ZXtem |5(a), page |0 of the Agreement of Sale and
Purchase provides that: "Rith respect to the Ccmpany's
retail electric customers, the North Carolina Utilities
Comnission (NCODC) has general and sufgervisory Jjurisdiction
over the retail rates and services of Duke Power Company and
the Off-Canpus University Electric operations will be merged
with Duke's electric utility operations for ratesmaking
purposes with respect to said rates and services.™

{2) It is apparent that the akility to charge its system-
vide rates, rather than the rates presently in force, was,
for Duke, one of the most critical factors in determiring
the amount which it submitted as its bid for the properties
sought to be conveyed herein. Section 8 of Chapter 723 of
the {97] Session Laws specifically exempts this Commission
from inquiry by the compensation to be paid by any
successful bidder for the properties.

(3) G. S. 62-{40 prohibits any public utility such as
Duke or this Commission from making or approving any rates
wvhick @make or grant any unreasonable preference to any
person or subject any person to any unreasonable prejudice
or disadvantage or which establish or =®maintain any
unreasonable difference as to rates or services either as
between localities or as bhetween classes of-service. If the
Duke system-wide rates were not placed into effect for the
Off-Campus Electric sSystem on or about the closing date,
then those customers vould be receiving the same or similar
service as Duke's other customers at a different rate. Such
a situation vould, by definition, be discriminatory.

The role of this Commission in the present Apglication is
as follows: (]) To determine whether or not Duke Power
Company has sufficient financial capability to pay the
purchase price and acquire the system and (2) To determine
whether or not Duke Power Company, having acquired the
systemn, has sufficient financial and service capability to
provide good and efficient service to the customers of the
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Off-Campus Electric System and to maintain good and adequate
service to its present customers. The Commission concludes
that Duke Power Conpany is capable of doing both.

The unadjusted proposed purchase price as of March |,
1973, in the amount of ${2,93|,000 represents only .0076% of
the fair value of Duke's property in service to North
Carolina-retail customers as of Deceamber 3|, [(974. Such
fair valoe would not even include the value of Duke's South
Carolina properties, the value of Duke's North and South
Carolina properties attributable to wholesale customers and
the value of additions to Duke's plant since December 3},
1974. The Comnission concludes that Duke is financially
sound and, without question, is capable of obtaining the
capital required to purchase, improve and maintain the Off-
Campus Oniversity Electric System.

The Agreement of Sale and attachments thereto wmake
arrangenents for additions to the Off-Campus Electric Systea
needed to bring such System up to the standards utilized by
Duke in its overall operationmns. The proposed acquisition
will in no way impair Duke's ability to continue its present
level and quality of service to existing customers. The
Commission concludes that Duka will, therefore, be able to
provide a good and efficient level of service to custosers
of the system proposed for acguisition as well as to its
present customers.,

Pinally, the Commission concludes that the Joint
Application ought to be approved and that Duke Pover Ccmpany
ought to be allowed to acquire the Off-Campus University
Utility System according to the terms and provisiomns
contained in the Agreement of Sale and Purchase.

IT IS, THEREFORE, ORDERED AS FOLLO¥S:

le That the Joint Application of the University of Forth
carolina and Duke Power Company for the sale of the Off-
Canpus Oniversity Blectric System by BD.N.C. to Duke
according to the terms and conditions of the Agreement of
Sale and Purchase attached to said Application be, and the
sane is hereby, approved.

2. That Duke Power Company be, and is hereby, authorized
to acquire the Off-Campus University Electric Systea and the
properties appurtenant thereto as provided in said Agreement
of Sale and Purchase.

3. That Deke shall, by appropriate tariff filing,
provide the Conmission 30 days' notice of its intention to
nake 1its system~wide rates effective for customers in the
off-Campus University Blectric System as provided by G.S.
€2-134(a) .

4. That the territories heretofore assigned to
University Enterprises pursuant to Joint Application filed
under 6G.S. 62~{|0.2 by various parties in combined Docket
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Numbers ES-|{8, ES-3), BS-48 and ES-63 ke, and the same are
hereby, assigned to Duke Power Company as of the Closing
Date provided by Section 32, Page |9 of the Agreement of
Sale and Purchase. Duke shall file new maps with the
Comrission showing such territorias as a part of the service
area of Duke Power Company.

Se That Duke shall record the acquisition herein
approved on its books and records as prescribed by the
Uniform System of Accounts adopted by this Commission. Duke
shall furnish the Commission 25 copies of the Journal
Entries made by Duke to its books to account for this
acquisition.

ISSUED BY ORDER OF THE COMMISSIQN.
This the 2nd day of September, |976.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine H. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-2, SUB 293
BEFORE TBE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & ) ORDER GRANTING
Light Ccampany for Authority to ) AUTHORITY TO SELL
Issue and Sell 3,500,000 Shares ) ADDITIONAL
cf Common Stock ) SEBCURITIES (COMMON
) STOCK)

This cause comes bhefore the Coraission upon an Application
of Carolina Power & Light Company (“Company"), filed under
date of September |7, |976, through its Counsel, Charles B.
Robson, Jr., wvherein aunthority of the Commissicn is sought
as follows:

To issue and sell not to exceed 3,500,000 shares of coamon
stock, without par value, to Underwriters, pursuant to an
Underwriting Agreement.

PINDINGS OF FACT

|- The Company is a corpcration organized and existing
under the laws of the State of North Carolina, wvith its
principal office at 336 Payetteville Street, Raleigh, North
Carolina, and 'is a public utility operating in Korth
Carolina and South cCarolima, where it is engaged in the
business of generating, transeitting, delivering, and
furnishing electricity to the public for ccmpensation.

2. The Conpany's capital stock outstanding at June 30,
[976, consists of Common Stock with a stated value of
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$567,505,78), Preferred Stock having a stated value of
$288,118,400, and Preference Stock having a stated value of
$47,900,000. As of June 30, |976, retained earnings of the
Company vere $|7(,630,) 29.

3. The Company's existing 1long-term debt at June 30,
{976, amounted to principal amount of $|,109,030,000 in
First BMortgage Bonds and $|92,864 in promissory notes. The
Pirst HNortgage Bonds were issued and pursuant to an
Indenture dated as of May |, |940, duly executed by the
Company to Irving Trust of Mew York as Corporate Trustee, as
supplemented and amended by twenty-one Supplemental
Indentures.

4. The Company has previously negotiated the sale of and
sold to Underwriters in accordance wvith the provisions of
Underwriting Agreements similar to the proposed agreement
which is attached to the Application as Exhibit &, |,500,000
shares of its common stock ian June, |97|; 2,000,000 shares
of its ccmmon stock in January, }972; 2,500,000 shares of
its common stock in November, {¢72; 3,000,000 shares of its
common stock in November, |973; 4,000,000 shares of its
common stock in January, |975; and 5,000,000 shares of its
common stock in November, [975. The terms and conditions of
those and other negotiated sales of securities by the
Cormpany including the net costs to the Conmpany, have been
favorable; and in the opinion of the Company its proposed
negotiated sale of not to exceed 3,500,000 additional shares
of common stock, without par value, will resuolt in the best
price to the Company for such securities.

5. The Conpany proposes to issue and sell not to exceed
3,500,000 shares of common stock to Underwriters represented
by Merrill Lynch, Pierce, Fenner & Smith, Incorporated in
accordance with an Underwriting Agreement under the terms of
which the Onderwriters 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 which the same will
be offered to the public by the Undervriters will be
negotiated and agreed upon between the Company and
representatives of the Underwriters on or about October |2,
1976; but the Company represents that it will negotiate a
price therefor, after deduction of the underwriting
connissicn or fee, not less than 90% of the last sale price
of the Company's common stock on the New York Stock Exchange
on that date.

6. Construction expenditures for additional electric
plants totaled $199,23|,300 in the period froam September |,
1975, through June 30, |976, 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, principally the reduction of
short—tern borrowings incurred primarily for the
construction of new facilities. Funds received from the net
proceeds over and above funds needed to retire short-term
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borrowings on the closing date (October 20, [976) will be
temporarily invested in high gquality, short-term money
market instruments. In addition to these short-tern
investments, it is estimated that short—-term borrowings will
again be required before the end of calendar year [3976 to
support the Company's construction programe.

7. The Company estimates that it will incur expenses in
the approximate amount of §||0,000 in the sale of the ccrmon
stock.

CONCLUSIONS

From a review and study of the Application, its suppcrting
data and other information in the Commissiont's files, the
comnission is of the opinion and so concludes, that the
transaction herein proposed:

(a) Is for a lavful object within the corpcrate purposes
of the Petitioner;

(b) Is compatible with the public interest;

{c) Is necessary and appropriate for and consistent with
the proper performance by Petitioner of its service
to the public;

(d) Will not impair its ability tc perform that service;
and

(e) 1Is reasonably necessary and appropriate for such
purpose,

IT 1S, THEREFORE, ORDERED That Carolina Power & Light
Company, be and it 1is hereby authorized, empowered, and
permitted under the terms and conditions set forth in its
Application:

le To issue and sell not to exceed 3,500,000 additional
shares of common stock, without par value, to Underwriters,
pursuant tc an Undervriting Agreement substantially in the
form of Exhibit A to its Application in this proceeding at
price per share, after deduction of the underwriting
comnission or fee, not less than 90% of the last sale rrice
of the Ccmpany's common stock on the New York Exchange cn or
about October |2, {976.

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 shares of common stock, two (2) copies of
the Underwvwriting Agreement in final form and a report of
sale, in duplicate, of the sale of said additional shares of
common stock, as Supplemental Exhibits in this fproceeding.

ISSUED BY ORDER OF THE COHMMISSION.
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This the 30th day of September, [976.

NORTH CARGLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SUB (98
BEFORE THE NORTH CAROLINA UTILITIES COMNMISSION

In the Matter of
Application of Duke Power Company for )} CRDER GRANTING
Authorization under North Carolina } AUTHORITY TO ISSUE
General Statute 62-[6§ to Issua and ) AND SELL UP TO
Sell Securities (Common Stock) } 5,000,000 SHARES OF
} COMHON STOCK

On February |7, 1976, Duke Power Company (the Company)
filed an application with this Ccmmission for authority to
issue and sell a maximum of 5,000,000 additional shares of
the Company's common stock without ncminal or par value (the
Proposed Stock).

FINDINGS OF FACT

|« The Company is a corporation duly organized and
existing under the laws of the State of North Carolina; is a
public utility engaged in the business of generating,
transamitting, distributing and selling electric power and
energy, and in the Dbusiness c¢f operating vater supply
systens and urban transportation systems, and is a public
utility wunder the laws of this State and in its operations
in the State is subject to the Jjurisdiction of the North
Carolina Utilities Coomission. It is duly dcmesticated in
the State of South Carolina and is authorized to conduct and
carry on business and is conducting and carrying on the
businesses heretofore mentioned in that State. It is also a
public utility under the laws of the State of South Carolina
and in its operations in that State is subject to the
jurisdiction of The Public Service <Conmmissicn of South
carolina; and it is a public utility under the Pederal Power
Act, and certain of its operations are subject to the
jurisdiction of the Federal Pover Commission.

2. The Company nov proposes to issue and sell a maximum
of 5,000,000 additional shares of the Proposed sStock during
March or April of [976, at negotiated public sale thrxough
negotiations with a group of investment banking fires to be
jointly wmanaged by Morgan Stanley & Company, Incorporated,
and Merrill Lynch, Pierce, Fenner & Smith, Incorgorated.

3s The Proposed Stock will be issued pursuant to the
Company's Articles of Incorporation whereby the Ccmpany is
authorized, from time to time, to sell any of its authorized
and unissued shares of common stock upon such terms and in
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such manner as mwmay, from ¢time to time, be fixed and
determined by its Board of Directors.

4, Upon payment of the full consideration therefor and
upon issue thereof, the Proposed Stock will be fully paid
and nonassessable and will in all raspects rank equally with
the outstanding shares of the Company's common stock, having
the same rights, privileges and limitations as set forth in
the Company's Articles of Incorporation.

5. The Company will enter negotiations with a grcup of
investment banking firms, to be jointly managed by #organ
Stanley & <Company, Incorporated and Merrill Lynch, Pierce,
Fenner & Smith, Incorporated to act as underwriters for the
public offering of the Proposed Stock for cash at a
negotiated price per share that will result in proceeds to
the Conpany of not less than 95 |/2% of the last sale price
per share of the Company's common stock on the New York
Stock Exchange on the day the price is negotiated. No fee
for services (other than attorneys, accountants, and fees
for similar technical services) im connection with the
negotiation or consummation of the sale of the Proposed
Stcck or for services in securing underwriters or purchasers
thereof (other than underwriters' fees negotiated with the
aforesaid dinvestment bankers) will be paid in connection
with the issue and sale of the Proposed Stock. The Company
in its application requested authority to pay up to 5% in
undervwriterst commissions; however, in reviewing recent
cammon stock issues sold both through negotiation and
competitively, the 4 1/2% herein approved appears
reasonable.

6. The Company believes that in order to regain its AA
rating, it should reach a capital structure of 35% common
equity, (3% preferred equity and 52% long-term debt. The
Company?s common equity ratio at December 3|, {975 was 31.0%
and is expected to increase to only 32.8% cn a pro forma
basis after giving effect to the sale of the Proposed Stock
and giving effect to the application of the proceeds from
the sale of $(9,250,000 principal amount of PFirst and
Refunding Mortgage Bonds, ||% Series Due [994, scld on
January (3, [976, and the progosed sale and lease-back
transaction contemplated to be in the total amount of
$47,700,250.

7. The Compa